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Side  Lines 


The  Money  Snatchers 
In  the  Ivory  Tower 

HOW  GENEROUS  OF  HILLARY  CLINTON  TO  HELP  OUT  MIDDLE- 
class  parents  crushed  by  college  bills.  She  wanted  to  give  every 
baby  a  $5,000  savings  account  that,  with  interest,  could  be  used  to 
pay  for  higher  education.  She  has  since  backed  away  from  the 
costly  proposal,  but  its  spirit  lives  on.  Senator  Charles  Schumer, 
fellow  member  of  the  school  of  Big-Hearted  Government,  has  in 
the  hopper  a  $500  version. 

With  college  so  expensive,  every  congressman  wants  his 
name  attached  to  an  education  bill.  And  so  it  is  that  the  pile  of 
goodies  gets  bigger  and  bigger — grants, 
loans  and  tax  breaks  costing  in  all 
$40  billion  a  year.  Consider  just 
the  tax  breaks.  To  claim  one 
you  need  to  read  the  gov- 
ernment's 80-page  hand- 
book, Publication  970.  As 
summarized  by  our  Wash- 
ington    bureau's  Janet 
Novack,  who  keeps  a  cynical 
eye  on  tax  breaks:  There  are  12 

breaks  for  higher  education.  Six  have  income  ceilings,  with  five 
different  formulas  for  the  limits,  in  each  case  involving  two 
phase-out  schedules,  one  for  single  filers  and  one  for  joint  filers. 
There  are  eight  different  definitions  of  eligible  expenses  and  five 
different  definitions  of  what  types  of  education  are  eligible. 

The  mental  suffering  involved  in  calculating  your  taxes 
would  be  justified  if  you  at  least  saved  some  money.  But  you 
don't.  The  paradoxical  effect  of  government  aid  is  that  it  makes 
people  going  to  college  worse  off.  Alex  Davidson  explains  what's 
going  on  in  an  article  on  page  144.  College  grads,  after  all,  pay 
the  taxes  that  fund  the  subsidies,  yet  they  don't  save  a  nickel  on 
tuition  because  colleges  raise  prices  fast  enough  to  absorb  all  the 
government  assistance,  and  then  some. 

Modus  operandi  of  college  bursars:  Charge  whatever  the  traf- 
fic will  bear.  They  do  this  by  setting  a  ludicrously  high  price,  then 
giving  discounts  (called  "scholarships")  to  families  that  can't 
afford  it.  No  use  winning  a  scholarship  from  an  outside  source, 
since  the  college  will  just  dock  that  sum  from  its  own  scholarship. 
Give  babies  $500  and  colleges  will  be  sure  to  snatch  the  money. 

Who  wins  from  this  country's  bloated  system  of  higher  edu- 
cation? Grads?  Nope.  Their  higher  lifetime  earnings  are  attribut- 
able to  their  smarts,  not  their  degrees.  I  can  think  of  only  two 
kinds  of  winners  here:  college  presidents  (see  chart  on  page  149 
plotting  $500,000-plus  salaries)  and  tax  preparation  firms. 
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Creating  and  migrating  CDS 
to  the  world's  most  advanced  settlement 
system  with  zero  error. That's 


certainty 


Nowhere  is  the  pace  of  change  better  understood  than  in  global  capital  markets.  Canada's  CDS 
Clearing  and  Depository  Services  Inc.  (CDS)  aimed  to  build  a  trade  settlement  system  that  would 
be  capable  of  meeting  future  standards.  As  one  of  the  world's  fastest  growing  technology  and 
business  solutions  providers, Tata  Consultancy  Services  (TCS)  helped  CDS  to  meet  this  challenge. 
TCS  developed  a  highly  automated  system  that  not  only  slashed  the  trade  settlement  time  but 
also  dramatically  reduced  the  overall  cost  of  processing  securities.  Drawing  on  its  global 
expertise,  TCS  helped  CDS  respond  faster  to  markets,  setting  standards  for  one  of  the  most 
sophisticated  industries  in  the  world.  And  of  course,  enabling  CDS  to  experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  *  Business  Solutions  ■  Outsourcing 
To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 
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Raw  Deal 


Fatburger  Chie 
Andrew  Wiederh 


Fatburger  would  like  to  set  the  record 
straight  in  response  to  "A  Juicy  Tale" 
(Oct.  15,  p.  46).  The  article  mentioned  that 
Fatburger  is  not  yet  profitable.  We  are,  how- 
ever, cash-flow  positive.  We  have  grown 
rapidly  from  51  locations  in  2003,  when 
we  were  acquired  by  Fog  Cutter  Capital 
Group,  to  90  locations  today.  That  growth 
has  been  expensive. 
You  indicated  that  our  burgers  are  expensive  but  failed  to  inform  your 
readers  that  our  burgers  are  100%  fresh  and  cooked  to  order,  and  are  one-third 
to  one-half  pound  in  size,  unlike  the  more  common  quarter-pound.  You 
incorrectly  stated  that  sales  dropped  during  Magic  Johnsons  ownership:  Total 
sales  have  increased  every  year  to  date.  Additionally,  you  reported  that  our 
"bank  could,  at  any  time,  force  the  company  into  default."  Fatburger  has  a 
written  waiver  from  its  lender  (and  has  received  one  each  year)  for  not 
meeting  a  specific  loan  covenant  ratio. 

ANDREW  A.  WIEDERHORN,  CHAIRMAN 
Fatburger  Corp. 
Portland,  Ore. 


Power  Play 


Regarding  Paul  Johnson's  comments 
in  "Militant  Atheism  and  God"  (Oct.  8, 
p.  27):  If  there  is  indeed  an  entity  that 
is  omnipotent,  omniscient  and  omni- 
benevolent,  no  era  of  atheism  will  alter 
his  existence.  People  will  always  rebel, 
however,  against  the  abuse  of  religious 
beliefs  in  the  oppression  of  others. 

HUGH  VINCELETTE 
Vancouver,  B.C. 

Sticks  and  Stones 

Peter  Huber  said  nothing  new  about 
Microsoft  in  "Blunder  2007"  (Oct.  1, 
p.  82).  People  have  been  complaining 
about  Microsoft  products  since  the  com- 
pany first  went  into  business,  and  a  raft 
of  critical  opinion  pieces  follows  every 
product  introduction.  Meanwhile,  Bill 
Gates  and  his  Microsoft  employees  just 
smile  and  rake  in  the  cash. 

DOUGLASS  C.  LYON 
Pittsford,  N.Y. 


Mix-Ups 


In  "The  Mixologist"  (Oct.  15,  p.  52)  we 


incorrectly  described  one  of  Demand 
Media's  Web  sites  as  maps.com.  The 
correct  name  is  map.com. 

In  our  cover  story  "Anonymity  & 
the  Net"  (Oct.  15,  p.  74)  we  stated  that 
the  Catsouras  family  paid  $20,000  to 
ReputationDefender.  That  figure  rep- 
resents an  estimate  of  the  cleanup  cost; 
the  family  paid  $3,000. 

Because  of  a  sorting  error  with  our 
200  Best  Small  Companies  list  (Oct.  29, 
p.  120),  companies  ranked  51  through 
200  had  incorrect  data  published  in 
the  print  edition  for  the  following 
columns:  5-year  average  return  on 
equity  %,  5-year  average  sales  growth  %, 
5-year  average  EPS  growth  %,  latest 
12-month  sales  ($mil).  The  ROE,  sales 
growth  and  EPS  rankings  for  these 
companies  were  also  incorrect.  The 
errors  did  not  impact  the  overall  ranking 
for  the  list.  The  data  on  Forbes.com  are 
correct. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/lerters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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ct  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Hurricane  Ahead 


WHILE  MARKETS  FOCUS  ON  THE  SUBPRIME  MORTGAGE  CRISIS, 
an  even  bigger  one  is  looming:  the  ever  weakening  dollar. 

Twenty  years  ago  we  experienced  the  worst  one-day  stock 
market  decline  in  history,  a  crash  caused  by  the  dollar  and  fears 
of  trade  protectionism.  When  both  the  Treasury  Department  and 
the  Federal  Reserve,  under  its  new  chairman,  Alan  Greenspan, 
seemed  to  signal  that  we  wanted  a  feeble  dollar,  everyone  sud- 
denly wanted  out  of  dollar-denominated  assets. 

Today  gold  in  particular  and  commodities  in  general  are 


blaring  out  that  there  are  too  many  dollars  in  the  market.  The 
Fed  shouldn't  increase  interest  rates,  it  should  float  them.  Ben 
Bernanke  &  Co.  should  soak  up  the  excess  liquidity — over  a  12- 
to  18-month  period — until  gold  drops  below  $500  an  ounce. 
More  immediately  the  Fed  should  announce  that  this  is  what  it's 
doing  so  that  markets  can  adjust  in  an  orderly  way  to  a  newly 
stable  dollar.  The  Fed  can  simultaneously  make  clear  that  it  and 
bank  regulators  will  make  sure  the  financial  system  doesn't  aban- 
don solvent  borrowers. 


Al  Gore 

The  Nobel  Peace  laureate  will  endorse  Michael  Bloombergs  independent  bid  next 
year  for  the  presidency.  Long  shot:  Gore  becomes  Bloombergs  running  mate. 

Tax-Cut  Myopia 


THE  ASTONISHING  TWIST  IN  THE  CHANGE  OF  THE  POLITICAL 
fortunes  of  Britain's  Prime  Minister  Gordon  Brown  (Labour 
Party),  who  succeeded  Tony  Blair  this  summer,  and  David 
Cameron,  leader  of  the  Conservative  opposition,  has  sharp  les- 
sons for  both  Democrats  and  Republicans. 

Conventional  wisdom  in  this  country  posits  that  voters  are  no 
longer  fired  up  over  tax  cuts,  that  this  Republican  staple  is  polit- 
ically stale,  a  yawning,  non-vote-get- 
ting proposition.  That's  utter  nonsense. 
Most  Americans  think  they're  over- 
taxed. They  are  heartily  sick,  for  exam- 
ple, of  property  taxes  going  up  and  up, 
particularly  when  housing  values  are 
trending  down.  Even  those  Americans 
who  pay  little  or  no  federal  income  tax 
feel  that  the  tax  collector,  through  a 
myriad  of  other  exactions,  has  too  big 
a  hand  in  their  wallets  and  purses. 

Just  look  at  what's  happened  in 
Britain,  never  known  for  being  a  hotbed 
of  antitax  ferment  (at  least  not  since  the  days  of  Margaret  Thatcher, 
nearly  20  years  ago).  Even  the  Tory  Party  eschewed  tax  cuts.  Re- 
cently, however,  the  Tory  shadow  chancellor  of  the  exchequer  pro- 


The  popularity  of  Gordon  Brown,  who  succeeded 
legendary  Tony  Blair,  plummeted  after  he  let  the 
Conservative  Party  outflank  him  on  tax  cuts. 


posed  abolishing  the  stamp  tax  for  most  first-time  home  buyers, 
as  well  as  removing  millions  of  people  from  the  jaws  of  Britain's 
death  tax.  The  response  was  electric:  Voters  loved  it.  Brown — who 
as  the  Sceptred  Isle's  chief  financial  officer  had  boosted  a  countless 
variety  of  taxes — had  been  thinking  of  calling  an  election  this  month. 
After  the  Conservative  tax  proposals,  however,  he  quickly  backed 
off,  as  Labour's  poll  numbers  had  taken  a  sudden  turn  for  the  worse. 

Democrats  are  hopeless  regarding 
taxes — which,  next  to  national  secu- 
rity, is  a  major  vulnerability.  Among 
the  Democratic  presidential  candi- 
dates, only  Bill  Richardson  comes 
close  to  understanding  the  issue.  As 
governor  of  New  Mexico  he  reduced 
the  state's  top  income  tax  rate  by  40% 
and  the  capital  gains  tax  by  half. 

Amazingly,  the  Republicans  have 
yet  to  pursue  this  issue  with  Rea- 
ganesque  vigor.  At  a  time  when  the 
GOP's  negative  ratings  are  worse  than 
those  of  Mrs.  Clinton,  the  party's  tax-cut  voice  has  been  muffled. 

Candidates  who  hit  the  high-tax  issue  hard  next  year  will 
reap  rich  electoral  rewards. 


Blinders 


AFTER  ABANDONING  HER  RIDICULED  IDEA  TO  GIVE  EVERY  BABY 
born  in  the  U.S.  a  $5,000  bond,  Senator  Hillary  Clinton  (D-N.Y.) 
came  up  with  another  notion:  have  Washington  effectively  match 


people's  contributions  to  their  401(k)s — up  to  $1,000  for  married 
couples — as  long  as  they're  making  less  than  $60,000  a  year  (a 
50%  match  on  the  first  $1,000  for  couples  earning  between 
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$60,000  and  $100,000).  Clinton's  cost  esti- 
mate—up to  $25  billion  annually.  A  more 
likely  one  would  be  upward  of  $100  billion. 

If  Senator  Clinton  and  most  other  Demo- 
crats are  serious  about  reducing  an  "asset  gap," 
they  should  advocate  allowing  working  Amer- 
icans to  put  their  Social  Security  taxes  into 
their  own  personal  retirement  accounts,  with 
proper  safeguards  on  choices  (some  people 
may  prefer  bonds  and  savings  accounts  over 
equities)  and  diversification.  This  way,  even 
low-income  workers  would  amass  accounts 
worth  hundreds  of  thousands  of  dollars  by 
the  time  they  retired.  The  money  would  be 
invested  in  the  U.S.  economy,  which  would 


Said  Clinton:  "I  have  a  million  ideas.  The 
country  can't  afford  them  all."  Amen. 


mean  more  wealth  to  meet  future  retirees' 
benefits.  Everyone  would  come  out  ahead. 

With  sensible  rules  in  place  people  could 
even  borrow  against  a  portion  of  their  accounts, 
a  better  bargain  than  borrowing  from  a  credit 
card  that  carries  a  20%  interest  rate.  A  worker 
could  pay  the  loan  back  at  8%  and  have  the  in- 
tense satisfaction  of  knowing  that  the  interest 
was  going  toward  funding  his  future  retirement. 

Democrats  like  Clinton  blather  about  the 
evils  of  switching  to  private  personal  accounts 
to  save  Social  Security.  Yet,  to  help  folks' 
retirement,  Hillary  Clinton  sees  virtue  in  hav- 
ing Washington  put  money  into  people's  pri- 
vate retirement  funds.  Cognitive  dissonance? 


Dummkopfs 


DOES  GERMANY'S  COALITION  GOVERNMENT  HAVE  AN  Eco- 
nomic death  wish?  It  perversely  seems  intent  on  undermining  its 
none-too-strong  economy.  After  years  of  relative  stagnation,  Ger- 
mans in  2006  were  giddy  over  the  economy's  approaching  3% 
growth  rates.  But  things  are  slowing  down.  The  economic  growth 
rate  this  year  will  barely  reach  2%  and  will  be  statistically  insignifi- 
cant in  2008.  The  country  is  still  burdened  with  excessive  job-killing 
regulations  and  taxation. 

Sadly,  the  current  govern- 
ment seems  intent  on  making 
things  worse.  Chancellor 
Angela  Merkel  boosted  Ger- 
many's already  repressive 
VAT  almost  20%— the  biggest 

tax  increase  in  German  postwar  history— as  a  means  of  balanc- 
ing the  budget.  The  higher  tax  hit  in  January.  The  deficit  is  almost 
gone — but  so  is  the  economy's  slight  momentum.  It's  no  surprise, 
except  to  politicians,  that  such  a  boost  in  this  tax  has  dampened 
consumer  spending. 

Not  content  with  this  piece  of  destructive  handiwork,  Berlin 


Reluctant  spenders 
slow  German  recovery 


is  ready  to  undo  the  mild  structural  reforms  Merkel's  predecessor 
enacted.  The  government  wants  to  liberalize  the  already  lavish 
jobless  benefits,  which  will  put  a  damper  on  future  job  creation. 
The  previous  government — an  ostensibly  leftist  one — had 
reduced  the  term  of  eligibility  for  the  most  generous  unemploy- 
ment benefits  from  32  months  to  12.  Berlin  now  wants  to  raise 
that  eligibility  to  18  to  24  months,  depending  on  the  age  of  the 

unemployed  person.  There 
will  be  little  to  no  incentive  for 
out-of-work  workers  to  accept 
lower- paying  jobs. 

Oh,  how  one  yearns  for  the 
resurrection  of  Ludwig  Erhard, 
the  post-World  War  II  econom- 
ics minister  whose  tax-cutting  policies  made  possible  Germany's 
"miraculous"  growth  during  the  1950s  and  1960s.  Today  it  seems 
no  one  in  Germany  remembers  Erhard.  His  once  forward-mov- 
ing economy  is  a  shadow  of  its  former  self. 

When  it  comes  to  effective  Erhard-like  reforms,  Chancellor 
Merkel,  sadly,  has  the  backbone  of  an  eclair. 


— Financial  Times 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Rosanjin— 141  Duane  St.  (Tel.:  212-346-0664).  This  may  well 
be  the  most  elegant  restaurant  in  the  city.  It  has  a  kaiseki  menu, 
which  means  that  apart  from  a  vegetarian  option  diners  are 
offered  no  choice  in  what  they're  served.  The  small  courses  are 
all  delicious  and  exquisitely  presented.  Particularly  memorable: 
sublime  toro  (fatty  tuna)  sashimi,  wonderfully  tasty  soft-shell 
crabs,  a  white  fish  in  broth  with  seaweed. 

•  The  House— 121  East  17th  St.  (Tel.:  212-353-2121).  A  small, 
charming  place  in  a  19th-century  carriage  house.  The  food  is 
uniformly  excellent  and  the  wine  list  interesting  and  extensive. 
Favorites:  Mediterranean  seafood  salad,  coriander-crusted 


tuna  and  the  light  and  tasty  dessert  tarts. 
*  Pinocchio — 1748  First  Ave.,  between  90th  and  91st  streets  (Tel.: 
212-828-5810).  A  longtime  favorite,  this  traditional  Italian  restau- 
rant never  disappoints.  Best:  smoked  Sicilian  tuna  served  over  a 
bed  of  greens,  penne  pasta  with  Italian  sausage  and  broccoli  rabe, 
their  signature  cheesecake  and  the  homemade  red  grape  sorbet. 

Fig  &  Olive — 808  Lexington  Ave.,  between  62nd  and  63rd  streets 
(Tel.:  212-207-4555).  This  spot  exudes  up-to-the-minute  popular- 
ity, and  with  good  reason.  The  fare  is  "Mediterranean  light."  Among 
the  choices:  grilled  asparagus,  fresh  tomato  soup,  lamb  skewers, 
papillote  de  sole.  Don't  pass  up  the  chocolate  mousse.  F 
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Of  her  Comments 


As  editor,  James  W.  Michaels  favored  notes  short 
and  acerbic:  "litis  is  stenography,"  he  often  wrote  of 
copy  that  lacked  point  of  view.  "Congratulations!  litis 
is  a  masterful  job  of  interviewing  an  interesting  and 
colorful  man  and  getting  precisely  one  quote,"  he 
wrote  about  another  article.  Or,  responding  to  obscure 
statistics,  he  might  scrawl,  "How's  your  wife?"  In 
Michaels-speak,  that  meant:  "Compared  to  what?" 
—STEPHEN  MILLER,  Wall  Street  Journal 


Irascible,  exacting,  fearless  and 
determinedly  pro-investor.  Under 
Mr.  Michaels,  a  tough  taskmaster, 
FORBES  became  a  boot  camp  for 
business  reporters.  He  believed  in  congratu- 
lating true  business  achievers  and  slamming 
crooks  and  flops.  What  better  way  to  celebrate 
capitalism,  he  argued,  and  keep  it  safe  from 
the  me-firsters  who  could  wreck  it? 

He  cared  only  about  the  FORBES 
reader.  Writers'  egos,  famously  large,  con- 
cerned him  not  one  bit.  Flaccid  writing  and 
weak  thinking  brought  out  his  bark  and  bite. 
Writers  were  not  the  only  ones  to  feel  the 
Michaels  lash.  "Your  initials  are  on  this  so 
I  suppose  you  understand  it,"  he  wrote  to 
one  of  his  editors.  "I  don't."  Atop  another  ar- 
ticle, he  wrote:  "Replace  or  run  white  space." 

"We  at  FORBES  practice  antitrend  jour- 
nalism," he  wrote.  So  he  welcomed  positive 
articles  about  companies  whose  stocks  were 
in  the  cellar  and  negative  articles  about  high- 
fliers. One  of  his  pearls:  "It's  not  much  of  a 
company,  but  it's  a  hell  of  a  stock." 

Scary  smart,  with  a  scowl  to  stop  a 
freight  train— that  was  Jim  Michaels. 
Tough  guy.  Great  teacher.  Now  gone. 

— GRETCHEN  MORGENSON, 
New  York  Times 

Unlike  many  of  his  competitors,  Michaels 
didn't  particularly  lionize  corporate  chief- 
tains. His  focus  was  on  representing  small 
investors'  interests,  throwing  rocks  and 
being  irreverent.  He  knew  that  despite 
being  journalists,  we  were  in  show  busi- 
ness and  needed  to  produce  stories  that 
people  would  actually  read  and  talk  about, 
rather  than  writing  stories  designed  to 
impress  other  journalists. 

He  was  an  astounding! \  deft  editor. 


When  I  was  sued  over  an  article  entitled 
"Drilling  for  Suckers" — the  subjects  felt 
they  needed  several  million  of  Malcolm 
Forbes'  dollars  to  ease  their  pain,  but  the 
judge  threw  the  case  out  of  court — I  testi- 
fied under  oath  that  I  wasn't  sure  which 
parts  of  the  piece  were  my  original  writing 
and  which  were  Jim's.  That's  the  ultimate 
tribute  to  an  editor. 

—ALLAN  SLOAN,  Fortune, 
in  Washington  Post 

He  rarely  spoke  to  the  press,  but  his  blunt- 
ness  was  seen  in  his  May  22,  1995,  "Side 
Lines"  column,  where  he  sarcastically 
"congratulated"  Fortune  for  finally 
acknowledging  that  "steel  mills  no  longer 
ruled  the  economy"  in  changing  the 
parameters  for  its  "500"  to  include  service 
companies,  and  in  a  June  21,  1993, 
National  Review  article  when  he  wrote 
that  "the  half  of  the  American  people  who 
still  read  newspapers  are  the  graying  half" 
— Media  Industry  Newsletter 

Jim  Michaels:  the  Friend  of  the  Reader 
and  the  Terror  of  the  Newsroom. 

— MANJEET  KRIPALANI,  BusinessWeek, 
in  The  Indian  Express 

"Curmudgeon"  was  too  soft  a  word  for 
him.  When  editing,  he  was  a  man  of  shrill 
explosions  and  unmasked  savagery. 
"EITHER  FIX  THIS  OR  DUMP  IT,"  ran 
his  capitals,  rampaging  through  the  piece. 
"THAT  ALL  VERY  TOUCHING  BUT 
WHAT  DOES  IT  MEAN".  "CAN  WQE 
SPEAK  ENGLISH  AND  STOP  THIS 
STTINKING  JARHGON!!!!!!!!."  Shorter 
was  always  better;  he  could  cut  15%,  he 
said,  from  any  piece,  and  was  rumored  to 


be  able  to  get  the  Lord's  Prayer  down  to  six 
choice  words.  A  reporter  once  wrote  a 
euphoric  story  about  Nepal,  ending  with 
the  plaintive  line:  "I  don't  know  why  they 
would  ever  want  to  leave  such  a  beautiful 
spot."  "Ya  dont.  did  you  ever  go  hungry  or 
jobless????"  came  the  furiously  typed  reply. 

He  skewered  stories,  and  people,  because 
he  wanted  the  copy  in  FORBES  to  be 
provocative,  skeptical  and  dramatic.  Each 
story  was  pushed  to  the  edge,  and  the  fact- 
checkers,  legions  of  them,  were  made  to 
justify  the  claims  or  get  them  taken  out. 

— The  Economist 

For  every  story  of  irascibility  or  incandes- 
cence a  Jim  Michaels  graduate  told,  there  was 
another  item  that  was  soft  or  affectionate. 
That's  because,  at  his  core,  Jim  was  a  tender 
man,  someone  who  seemed  stoical  but  who 
felt  deeply  for  the  deprivations  and  indig- 
nities of  the  dispossessed  and  displaced. 

— PRANAY  GUPTE, 
New  York  Sun 

He  was  certainly  the  best  business  editor 
that  I've  ever  seen.  He  knew  the  subject, 
he  knew  the  writing,  and  you  knew  that 
every  story  had  been  edited  by  Jim.  He 
made  them  short,  and  he  made  them  sing. 

—WARREN  E.  BUFFETT, 
quoted  in  New  York  Times 

The  phrase  "boon  companion"  must  have 
been  invented  to  describe  him.  He  was 
witty,  bright  as  they  come,  generous  to  the 
proverbial  fault,  remarkably  informed 
regardless  of  the  subject,  and  a  drinking 
buddy  whose  capacity  belied  his  some- 
what diminutive  physical  stature. 

—ALAN  ABELSON,  Barron's  F 
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Samsung  is  leading  the  way  in  mobile  communications  with  Mobile 
WiMAX,  a  next-generation  technology  designed  to  make  wireless 
broadband  services  as  ubiquitous  as  wireless  voice.  You  can  keep  up 
with  just  about  anything  when  you're  on  the  go. 
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WORLDWIDE    OLYMPIC  PARTNER 


Xerox  Global  Services  help  companies  reach  their 
customers  with  personalized  targeted  messages  that  improve 
response  rates  and  boost  customer  loyalty. 
There's  a  new  way  to  look  at  it. 


To  build  business  you  need  to  reach  customers  on  a 
one-to-one  basis.  Xerox  Global  Services  offers  professional 
and  document  outsourcing  services  to  help  you  customize 
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Current  Events 


By  Paul  Johnson 


Courage  Needed  to  Disarm  Iran 


WHATEVER  YOU  MAY  THINK  OF  PRESIDENT  GEORGE  W.  BUSH 
and  his  record,  there's  no  denying  him  one  character  trait: 
courage.  He  has  never  been  deterred  from  doing  what  he  believes 
to  be  right  by  fear  or  nervousness.  And  courage,  as  we  constantly 
need  remind  ourselves,  is  indispensable  to  successful  statesman- 
ship. It  may  be  that  Mr.  Bush  will  need  to  display  a  supreme  act  of 
courage  before  leaving  the  White  House:  to  decide  what  the  U.S. 
response  will  be  to  Iran's  efforts  to  acquire  an  aggressive  nuclear 
capability.  This  should  not  be  left  for  Mr.  Bush's  successor  to  deal 
with  early  in  his  or  her  presidency. 

Of  course,  the  easy  way  out  would  be  to  leave  the  decision  and 
action  to  Israel,  confining  U.S.  participation  to  ensuring  that  the 
action  is  adequate  and  successful.  Israel  has  always  been  the  prime 
target  of  an  Iranian  nuclear  bomb  and  the  chief  reason  that  the 
Ahmadinejad  regime  is  striving  so  hard  to  make  one.  Of  course, 
Iran's  government  is  not  representative  of  the  majority  of  its  peo- 
ple. Most,  being  sensible  and  civilized,  have  no  desire  to  engage  in 
a  nuclear  war  with  Israel — or  in  any  other  war  for  that  matter. 

But  the  regime,  run  by  fanatics,  is  likely  to  remain  in  power 
for  the  foreseeable  future.  It  has  made  many  statements  regarding 
the  acquisition  of  nuclear  power,  some  of  them  obvious  lies  and 
others  contradictory.  But  in  view  of  Iran's  declared  policy  toward 
Israel — that  it  will  be  content  with  nothing  less  than  Israel's  erad- 
ication— we  must  assume  that  once  the  regime  acquires  nuclear 
weapons  it  will  use  them  against  Israel  at  the  earliest  opportunity. 

That  is  certainly  the  view  taken  by  the  Israelis.  The  country  is 
too  small  and  fragile  to  survive  even  a  single  nuclear  strike  from 
Iran.  Such  a  brutal  and  evil  act  would  be  a  second  Holocaust,  one 
from  which  the  Jewish  people  might  never  recover.  Therefore,  if 
Iran  persists  in  its  plans,  it's  only  a  matter  of  time  before  the 
Israelis  will  be  obliged  to  destroy  Iran's  nuclear  facilities.  In  Sep- 
tember Israel  apparently  acted  against  a  putative  nuclear  weapons 
plant  in  Syria  -successfully.  It  has  chosen  to  keep  silent  about 
this  strike,  presumably  because  it  serves  as  a  dress  rehearsal  and 
experience-gathering  operation  for  a  similar  but  much  larger 
strike  against  Iran. 

Certainly  Israel's  preemptive  strike  plans  against  Iran  are  well 
advanced  and  constantly  being  improved.  In  the  last  resort,  I 
believe  Israel  could  conduct  such  a  military  operation  on  its  own 
and  in  such  a  way  as  to  delay  Iran's  acquisition  of  nuclear  power 
for  many  years.  Nevertheless,  to  leave  it  to  the  Israelis  would  be 
both  cowardly  and  imprudent. 

The  Anglo-French  use  of  Israel  as  a  surrogate  invader  of 
Egypt  during  the  1956  Suez  War  is  an  example  of  dishonesty  that 


we  now  should  bear  in  mind:  It  did  not  work.  The  collusion 
involved  was  quickly  exposed  and  seen  by  the  world — notably 
the  Eisenhower  Administration — as  dishonorable  and  squalid.  It 
damaged  Britain's  position  in  the  Middle  East,  as  well  as  the 
West's  as  a  whole,  with  no  countervailing  military  advantage. 

Plain  Speaking 

The  U.S.  would  be  wise  to  avoid  any  such  subterfuge.  If  one  has 
justice  on  one's  side,  it  always  pays  to  be  honest  and  open.  If  Iran 
persists  in  its  nuclear  efforts,  then  at  a  certain  point  Mr.  Bush 
should  make  his  intentions  clear — and  in  the  following  terms. 

"Let  those  who  currently  rule  Iran  take  heed,  for  this  will  be 
our  only  warning.  Israel  is  a  democracy  and  America's  friend  and 
ally.  A  nuclear  attack  or  any  other  act  of  aggression  against  Israel 
and  its  people  is  totally  unacceptable  to  the  U.S. 

"If  at  any  point  the  Israelis  judge  an  Iranian  nuclear  assault 
on  their  people  to  be  feasible — and  this  is  confirmed  by  our  own 
intelligence  sources — the  U.S.  will  not  only  support  an  Israeli 
preemptive  strike  against  Iranian  facilities  but  also  give  the 
Israeli  armed  forces  any  assistance  they  may  need  to  make  such 
a  strike  effective. 

"Furthermore,  in  certain  circumstances  the  U.S.  may  judge  it 
to  be  in  its  own  national  interest  to  participate  directly  in  the 
destruction  of  an  Iranian  nuclear  weapons  capability.  The  Iranian 
regime  must  therefore  realize  that  its  pursuit  of  nuclear  weapons 
will  be  interpreted  as  tantamount  to  a  declaration  of  war  against 
Israel  and  even  the  U.S.  itself.  In  such  circumstances  American 
action  in  sell-defense  will  take  place  on  whatever  scale  deemed 
necessary — using  whatever  weapons  are  appropriate — and  will 
commence  without  warning." 

In  my  view  the  U.S.  should  find  an  early  occasion  to  issue 
such  a  declaration.  The  Ahmadinejad  regime  holds  power 
increasingly  by  force  and  terror.  It  may  be,  then,  that  the  Iranian 
people — or  even  the  armed  forces — would  be  encouraged  to 
replace  those  men  leading  them  into  a  catastrophic  conflict 
against  a  nuclear-armed  Israel,  as  well  as  the  worlds  strongest 
military  power.  At  any  rate,  America's  position  would  be  clear 
beyond  any  possible  doubt.  Such  a  declaration  also  might 
persuade  those  nations  whose  attitudes  toward  Iran's  possession 
of  nuclear  weapons  have  been  ambivalent  to  recognize  just  how 
dangerous  Iran's  current  policies  are  and  seek  to  change  them. 

For  President  Bush  to  grasp  the  nettle  in  such  a  way,  and  in 
good  time,  will  take  courage.  But  as  we  all  know,  courage  is  not  a 
virtue  he  lacks.  F 


IRC 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear  Stearns  &  Co., 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Bald,  helpless  and  broke 
is  how  to  start  life. 


People  tend  to  have  a  rosy  view  of  their  retirement 
s.i\  ings.  "I'll  live  off  mv  pension." "I've  got  equi tv  in 
m\  house."  "The  older  yon  get,  the  cheaper  it  is  to 
live."  But  these  innocent  assumptions  can  be  quickly 
shattered.  Luckily.  Allstate  has  a  few  ideas  on  how 
America  can  start  getting  ready: 

1.  EXAMINE  SOCIAL  SECURITY. 

Americans  will  not  be  able  to  rely  solely  on  Social 
Security  for  a  comfortable  retirement.  In  the  future, 
it's  projected  to  cover  an  increasingly  small 
percentage  of  the  average  retirement.  There's  debate 
as  to  whether  it  should  be  repaired  or  replaced.  But 
what's  clear  is  we  need  to  reform  Social  Security  now. 

2.  BOOST  RETIREMENT  PLAN  ENROLLMENT. 
Companies  shoidd  continue  looking  for  ways  to 
encourage  employee  participation  in  401(k)  plans. 

One  proven  way  to  increase  retirement  savings  is 
through  company  matches.  Another  is  automatic 


enrollment  —  employees  are  signed  up  for  savings 
plans  when  they  join  the  company,  unless  they 
specifically  opt  out. 

INCREASE  PERSONAL  SAVINGS. 
L'ltimatelv,  evervone  is  responsible  for  their  own 
retirement.  It's  why  we  support  laws  that  reward 
people  f  or  saving.  Tax-advantaged  savings  vehicles 
like  annuities  and  IRAs  are  two  examples  of  products 
that  can  help  allay  Baby  Boomers'  biggest  fear:  living 
to  see  the  well  run  dry. 

When  planning  for  retirement,  it's  time  to  realize 
that  no  one  is  going  to  take  care  of  us  unless  we  start 
taking  care  of  ourselves. 


Let's  save  retirement  by'saving for  retirement. 
That's  Allstate's  Stand 


yflllstate 

You're  in  good  hands. 
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The  Gospel  of  Hope 


ON  OCT.  8,  2007  SEVERAL  HUNDRED  MOURNERS  FILLED  NEW 
York  City's  Marble  Collegiate  Church  at  Fifth  Avenue  and  29th 
Street  to  attend  the  funeral  of  Jim  Michaels,  FORBES  magazines 
great  editor  from  1961-99. 

During  his  tenure  as  editor  Jim  edited  1 ,000  issues.  My  guess  is 
that  he  inspired  and  nourished  millions  of  American  dreams  with 
his  pro-entrepreneur,  pro-small-investor  bias  in  his  37  years  as 
editor.  It  was  therefore  fitting  that  Jim  received  his  eulogies  in  the 
church  made  famous  by  a  preacher  who  believed  that  when  God 
gave  us  the  gifts  of  curiosity,  inventiveness  and  salesmanship  He 
wanted  us  to  apply  them  productively. 

Norman  Vincent  Peale  ran  Marble  Collegiate  Church  from 
1932  to  1984 — from  the  Great  Depression  to  the  American 
renaissance  of  entrepreneurial  capitalism.  Peale  played  no  small 
part  in  that  revival.  In  1952  he  wrote  a  book  entitled  The  Power  of 
Positive  Thinking,  which  made  the  New  York  Times  bestseller  list 
for  186  weeks. 

Like  Jim  Michaels,  Peale  was  a  small  man  with  a  rock-quarry 
voice  and  the  moral  authority  of  Moses.  He  preached  just  what  mil- 
lions of  Americans  wanted  and  needed  to  hear,  and  what  they  knew 
in  their  bones  to  be  authentic  and  true.  Life  had  a  purpose.  Each  of 
us  was  designed  by  God  to  fulfill  a  purpose.  That  purpose  was  not  to 
sit  around  in  a  hair  shirt  and  feel  lousy  about  ourselves,  as  per  some 
religious  interpretations.  God's  purpose  for  each  of  us  was  to  go  out 
into  the  world  and  do  great  things.  Invent  great  products.  Build 
great  companies.  Inspire  employees.  Thrill  customers.  Yes,  even 
secular  pursuits  can  be  great  and  noble  endeavors,  preached  Peale. 

When  I  was  in  my  20s  and  barely  employable,  I  bought 
dozens  of  Norman  Vincent  Peale  audiotapes.  They  worked  pretty 
well,  I  must  say. 

Positive  Gospel  Vs.  Prosperity  Gospel 

Many  criticize  Peak's  "positive  gospel."  Secular  critics  call  it  shal- 
low American  intellectual  thinking.  Or,  because  of  its  Protestant 
Christian  roots,  say  that  it  excludes  Catholics,  Jews,  Muslims, 
nonbelievers  and  so  forth.  Or — maybe  most  damning — that  the 
positive  gospel  is  no  longer  relevant  in  our  secular  and  ironic  cul- 
ture. There  is  surface  truth  to  this.  Protestant  Christians  are  a 
minority  in  any  contemporary  list  of  the  wealthiest  or  most  influ- 
ential Americans. 

The  other  group  of  positive  gospel  critics  comes  from  some 
Christian  factions  that  link  Peale's  positive  gospel  with  the  more 
blatantly  materialistic  prosperity  gospel — the  idea  that  God 
wants  us  to  be  wealthy.  Rick  Warren,  a  prominent  Christian 
leader,  e-mailed  me  recently:  "God  promises  blessings  if  we  fol- 
low his  ways.  But  with  2,000  verses  on  the  poor  in  the  Bible,  the 


so-called  prosperity  gospel  is  way  out  of  balance.  . . .  Your  self- 
worth  has  nothing  to  do  with  your  net  worth." 

Let  me  rise  to  defend  the  positive  gospel,  if  not  the  prosperity 
version.  (You  can  e-mail  me  with  your  criticisms  later.)  I  believe 
the  positive  gospel,  for  many,  is  a  crucial  foundation  of  the  Amer- 
ican dream.  It  wasn't  invented  by  Peale  in  the  1950s.  It  was 
brought  over  by  the  reformed  Calvinists  in  the  1600s,  made  secu- 
lar and  practical  by  Benjamin  Franklin,  expressed  as  the  "Pursuit 
of  Happiness"  by  Thomas  Jefferson  in  the  Declaration  of  Indepen- 
dence, noticed  by  Alexis  de  Tocqueville,  defined  by  Max  Weber 
and  written  into  the  popular  culture  by  Horatio  Alger  and  others. 
It  is  the  idea  that  anyone  can  rise  to  become  a  success  in  America. 
One  almost  insults  his  Creator  if  he  shirks  such  an  opportunity. 

I  would  guess  that  most  Americans  still  believe  this  in  their 
hearts,  regardless  of  the  brand  of  their  beliefs. 

Out  of  the  Depression's  Ashes 

During  the  worst  year  of  the  Great  Depression,  1937,  a  writer 
named  Napoleon  Hill  picked  the  positive  gospel  out  of  the  gutter 
and  lifted  the  spirits  of  the  country  with  his  bestseller,  Think  and 
Grow  Rich.  Riches,  wrote  Hill,  were  available  to  anyone  who 
changed  his  attitude.  "Thoughts  are  things,"  he  wrote.  States  Hill's 
Wikipedia  entry:  "Hill  was  a  devout  Christian  and  did  not  see 
any  conflict  between  his  success  philosophy  and  his  religious 
faith.  . . .  Hill  stated  that  the  success  formula  required  a  complete 
and  total  understanding  of  the  spirit  of  giving.  He  named  this 
concept  'the  Golden  Rule."' 

Another  American  dream  revival  book  was  Dale  Carnegie's 
How  to  Win  Friends  and  Influence  People  (1936).  Like  Hill, 
Carnegie  thought  it  possible  to  change  one's  destiny  by  changing 
one's  thinking.  By  the  time  of  Carnegie's  death  in  1955  his  book 
had  sold  5  million  copies. 

If  you  think  it,  you  can  do  it.  That's  the  essence  of  the  Amer- 
ican dream.  There  is  an  enduring  appeal  to  this  idea.  One  can  fol- 
low the  chain  from  Benjamin  Franklin  in  the  1700s  to  such  writ- 
ers as  Hill  and  Carnegie  in  the  mid-20th  century.  Our  sunniest 
President,  Ronald  Reagan,  dropped  straight  from  this  tree. 

There  are  plenty  of  con  artists  who  peddle  the  more  aggressive 
prosperity  gospel.  Surf  cable  TV  any  night  and  you'll  see  what  I  mean. 

The  American  gospel  of  hope  and  optimism — best  expressed 
by  Norman  Vincent  Peale — has  given  millions  like  me  their  first 
vivid  picture  of  the  American  dream.  If  you  want  to  achieve  the 
American  dream,  you  have  to  see  it  and  believe  in  it  first.  F 
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685  VOICE  COMMANDS.  52  PERSONALIZED  DRIVER  SETTINGS. 
TECHNOLOGY  IS  THE  NEW  LUXURY. 


The  Acura  RL  So  intelligent,  it  knows  your  every  preference.  So  advanced,  it  responds 
to  your  every  command.  With  a  word  you  control  nearly  everything,  from  its  available 
voice-activated  navigation  with  real-time  traffic'  alerts,  to  its  fully  integrated  Bose* 
Surround  Sound  System.  Resulting  in  a  luxury  car  that  feels  as  though  it  were  designed 
just  for  you.  Experience  it  at  acura.com  or  call  1-800-To-Acura.  Advancing  control. 
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Naughty  or  Nice? 

A  new  academic  study  says  hedge  funds  report  far  higher 
returns  for  December — on  average  2  V2  times  the  per- 
month  return  of  the  other  1 1  months — especially  when 
compensation  is  performance-based  and  the  managers 
get  to  value  their  illiquid  investments.  Business  school 
professors  Vikas  Agarwal,  Naveen  D.  Daniel  and  Narayan 
Y.  Naik  looked  at  7,535  hedge  funds  from  1994  to  2002. 
This  "December  spike,"  they  suggest  bluntly,  is  the  prod- 
uct of  managers  who  "inflate  returns,"  often  at  the 
expense  of  January  results.  The  profs  invite  regulators  to 
take  a  closer  look.  The  study  is  entitled,  "Why  Is  Santa  So 
Kind  to  Hedge  Funds?"  — Neil  Weinberg 
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Copycatting 

Since  Lance  Armstrong  retired  from  interna- 
tional cycling  in  2005  and  stopped  getting  big 
press,  his  Lance  Armstrong  Foundation  has 
seen  an  83%  drop  in  sales  of  its  ubiquitous 
yellow  "Livestrong"  wristbands,  its  major 
income  gimmick.  As  calculated  by  FORBES,  the 
recently  released  2006  audited  statement  for 
the  cancer  awareness  and  research  charity 
showed  $23  million  in  contributions, 
down  from  $46  million  the  previous 
year.  Fundraising  efficiency — what's 
left  after  paying  solicitation  costs- 
fell  sharply  to  71%,  barely  above 
the  70%  threshold  we  consider 
acceptable.  Using  different  criteria, 
foundation  Chief  Financial  Officer 
Greg  D.  Lee  figures  more  like  74%.  The  Austin,  Tex.  foundation  is 
now  in  court  alleging  that  those  wristbands  have  been  wrongly 
imitated  by  Animal  Charity  Collar  Group,  an  obscure  pet  advo- 
cacy organization  in  Tulsa. — Susan  Kitchens  and  William  P.  Barrett 

Stock  With  a  Kick 

Since  a  reverse  merger,  shares  of  ProElite  have  risen  480%  in  a 
year  to  a  recent  $14.50  for  a  $673  million  market  cap.  That's  exu- 
berant for  an  outfit  showing  an  accumulated  deficit  and,  for  this 
year's  first  half,  $2  million  in  revenue  against  $12  million  in 
losses.  The  Los  Angeles  firm  promotes  competitive  "mixed  mar- 
tial arts,"  which  combine  boxing,  judo,  jujitsu,  karate,  kickboxing 
and  wrestling.  This  almost-anything-goes  combat  was  once 
widely  outlawed  but  has  been  gaining  attention  among  young 
adult  males.  ProElite  faces  huge  competition,  as  well  as  lawsuits 
alleging  a  contract  breach  and  intellectual  property  theft,  which 
the  company  denies.  Insiders  have  filed  to  unload  large  stakes.  A 
new  45-page  prospectus,  which  says  mouthy  TV  host  Jimmy 
Kimmel  served  on  the  board  for  just  two  weeks,  contains  11 
pages  of  risk  factors.  Chairman  David  Marshall  did  not  respond 
to  messages.  He  also  cofounded  online  gamer  Youbet.com — 
whose  shares  over  the  same  period  have  fallen  61%.      — W.P.B. 


Just  a  Little  Bit  Outrageous 

The  Boston  federal  appeals  court  has  tossed  all  but  $850,000  of  a 
widely  noted  $2.95  million  jury  verdict  won  in  June  2006  by  a 
veteran  stockbroker  whom  Merrill  Lynch  fired  after  a  customer 
complaint.  Further  appeals  seem  unlikely.  Deborah  Galarneau 
contended  in  her  defamation  claim  that  the  firm  killed  her  career 
when  it  told  regulatory  authorities  she  had  been  canned  from  the 
Portland,  Me.  office  for  inappropriate  bond  trading.  At  trial  she 
produced  evidence  that  Merrill  supervisors  had  approved  her 
investment  actions  and  even  defended  her  in  earlier  letters  to 
securities  regulators.  In  overturning  a  $2.1  million  award  for 
punitive  damages,  the  judges  acknowledged  these  discrepancies 
but  said  that  under  governing  Maine  law  they  were  "not  suffi- 
ciently outrageous."  — Asher  Hawkins 

But  Who  Reads  Beyond  Headlines? 

"Equity  Franchise  Delivers  Strong  Quarterly  Performance," 
blared  the  all-cap  headline  of  the  official  Bear  Stearns  press 
release  announcing  its  third-quarter  earnings.  Lesser  headline: 
"Institutional  Equities  Net  Revenues  Up  53%,  Record  Global 
Clearing  Net  Revenues  Up  30%,  Private  Securities  Net  Revenues 
Up  15%."  The  body  text  conveyed  a  somewhat  different  picture: 
Net  revenues  down  38%,  per-share  earnings  down  62%  and 
return  on  equity  chopped  in  half,  in  large  part  because  of 
hedge-fund  writeoffs.  — N.  W. 


Matters  of  Grave  Concern 


1  DEFENDANT  1  LOCATION 

ALLEGATIONS  INCLUDE  ... 

SENTENCE 

1  Kent  Kellogg  |  Monon,  Ind. 

collecting  on  burial  policies  for  people  still  alive 

likely  16  years 

Michael  J.  Moehring  j  Lafayette,  Ind. 

using  next  of  kin's  credit  card  to  access  porn 

6  months 

H.  Robert  Lang  |  Morocco,  Ind. 

stealing  payments  intended  for  burials 

6  years 

John  Parillo  Jr.  |  Scott,  Pa. 

defrauding  buyers  of  caskets 

pending 

Joseph  M.  Stabile  j  Forest  Hills,  Pa. 

not  delivering  $2.5  million  of  vaults  and  caskets 

6V2  years 

Paul  Stella  |  Forest  Hill,  Md. 

swindling  $900,000  in  prepaid  funeral  expenses 

pending 

Jane  S.  Turner  |  Salem,  Mo. 

taking  funds  earmarked  for  burial  trusts 

8  years 

Instrumentality  of  crime. 
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World's 

smallest  strongroom 


r 


IWC 


"I'll  find  you!" 


Ingenieur  Automatic.  Ref.  3227:  This  watch  encloses  and 
protects  technology  that  is  exquisitely  delicate  and  high-precision. 
For  50  years,  the  Ingenieur  with  the  Pellaton  winding  system  has 
been  the  watchmaking  epitome  of  progress,  precision  and  solidity, 
is  protected  against  even  strong  magnetic  fields  and  can  stand  up  manfully  to 
any  blow.  In  short:  There's  nowhere  safer  for  time  to  be.  IWC.  Engineered  for  men. 


SCHAFFHAUSEN 
SINCE  1868 


Mechanical  IWC -manufactured  movement 
Automatic  Pellaton  winding  system 
(figure)  I  Shock -absorbing  system  I 
Date  display  I  Soft-iron  inner  case  for 
protection  against  magnetic  fields  up 
to  80,000  A/m  i  Antireflective  sapphire 
glass  I  Water-resistant  to  120  m  I  Stainless  steel 


IWC  North  America  645  Fifth  Avenue.  5th  Floor  New  York  NY  10022.  For  information,  call  (800)  432  9330  www.iwc.com 


On  My  Mind 


By  Thomas  K.  McCraw,  former  professor,  Harvard  Business  School,  Pulitzer  Prize  winner  and  author, 

PROPHET  OF  INNOVATION:  JOSEPH  SCHUMPETER  AND  CREATIVE  DESTRUCTION  (HARVARD  UNIVERSITY  PRESS,  2007). 


Just  Trust  Us 


Today's  credit  problems  have  one  thing  in  common — an  appalling  lack  of  transparency. 


AS  FORBES  READERS  WELL  KNOW,  THE 
economist  Joseph  Schumpeter  became 
famous  for  his  promotion  of 
entrepreneurial  innovation,  which  he 
called  "creative  destruction."  But 
Schumpeter  also  laid  heavy  emphasis 
on  "credit  creation"  as  an  essential 
driver  of  innovation.  And  now  we  see 
a  real  mess  in  the  credit  markets:  the 
reckless  availability  of  subprime 
mortgage  lending,  the  just-trust-us 
stance  of  many  hedge  fund  managers, 
die  irresponsible  rating  of  securitized 
debt,  the  invisible  practice  of  univer- 
sal default  to  raise  interest  rates  on 
credit  cards,  the  student  loan  fiasco. 
What  do  these  messes  have  in 
common?  Opacity. 

A  bit  of  history  here.  A  reason 
why  capitalism  arrived  so  late,  only 
300  years  ago,  was  a  long-standing 
aversion  to  credit.  For  well  over  a 
thousand  years  both  Christianity  and 
Islam  forbade  the  lending  of  money 
at  interest.  As  late  as  the  1 790s  the 

United  States  contained  only  three  banks.  By  the  1890s  the  U.S. 
had  12,000  banks,  most  of  them  shaky,  and  the  country  sank  into 
a  four-year-long  recession.  Over  the  next  two  decades  the 
American  economy  experienced  two  panics  and  a  depression.  In 
1913  the  Federal  Reserve  system  was  created,  which  strengthened 
banks  and  credit. 

Then  came  the  Great  Depression.  In  1933  all  new  issues  of 
corporate  securities  totaled  only  $161  million,  one-fiftieth  of  the 
figure  for  1929.  As  Schumpeter  taught,  capitalism  is  obsessed 
with  the  future,  and  credit  depends  on  a  belief  in  a  better  future. 
(The  word,  after  all,  derives  from  the  Latin  word  credo:  "I 
believe.")  Net  present  value  calculations,  budgeting  and 
forecasting,  the  definition  of  share  prices  as  the  discounted  value 
of  future  income  streams:  These  proclaim  capitalisms  fixation  on 
the  future.  The  Depression  showed  what  happens  when  people 
stop  believing  in  a  better  future. 

In  1933  and  1934  Congress  and  the  new  Securities  & 
Exchange  Commission  began  to  build,  step  by  step,  the  modern 
system  of  transparency.  The  new  laws  compelled  disclosure  of 
reams  of  data  that  had  been  completely  secret,  by  requiring  all 


Economist  Joseph 
Schumpeter  put  heavy 
emphasis  on  credit  creation 


exchange-traded  companies  to  sub- 
mit periodic  reports  certified  by 
independent  accountants. 

Wall  Street  was  outraged,  except 
for  a  few  reformers  within  the 
exchanges.  These  reformers  worked 
secretly  with  the  regulators  to  build 
a  system  that  would  avoid  the  need 
for  a  giant  federal  bureaucracy.  Ever 
since,  private  accountants  and 
corporate  lawyers,  their  ranks  vastly 
swelled  by  the  new  laws,  have 
warned  their  employers  and  clients 
that  compliance  is  mandatory.  (If 
you  doubt  this,  just  ask  one  of 
them.)  Most  companies  have 
heeded  these  warnings. 

But  innovators  are  forever  find- 
ing ways,  most  of  them  legal,  to 
minimize  the  strictures  of  the  secu- 
rities laws,  the  tax  laws,  or  both. 
Which  brings  us  back  to  today's 
problems.  Taking  a  company 
private  means  that  most  SEC  reports 
aren't  required:  opacity.  Restating 
your  earnings  as  a  matter  of  routine:  opacity.  Securitizing  your 
portfolio  of  subprime  mortgages  and  taking  them  off  your 
balance  sheet:  opacity.  Specializing  in  derivatives:  opacity. 
Running  hedge  funds:  opacity.  Backdating  your  stock  options 
and  not  expensing  them:  opacity,  if  not  outright  theft. 

The  core  problem  here  is  mainly  not  one  for  business  but  for 
government.  The  relative  starving  of  the  SEC,  the  Commodity 
Futures  Trading  Commission  and  the  Internal  Revenue  Service 
by  successive  Congresses  and  Presidents  means  that  government 
has  abdicated  its  role.  Without  enforcement,  no  transparency. 
Without  transparency,  credibility  has  nowhere  to  go.  We  (and 
that  includes  the  central  banks  of  China  and  Japan)  can  now 
believe  in  . . .  what? 

Innovation,  Schumpeter  taught,  is  the  "engine"  of  capitalism.  But 
an  economy  that  depends  on  innovation  also  depends  on  credibil- 
ity. So  my  purpose  here  isn't  to  predict  apocalypse  but  to  praise  trans- 
parency The  dots  of  opacity  are  there,  in  abundance,  for  all  to  see. 
As  novelist  E.M.  Forster  put  it,  "Only  connect."  Investors,  now  a 
hundred  million  strong,  must  be  convinced  that  government  will 
resume  its  proper  job  of  enforcing  transparency.  F 
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Does  your  bank  think  small  about  your  small  business? 

Your  business  deserves  better  And  Capital  One  delivers  with  No  Hassle"1  business  loans,  lines  of  credit,  credit  cards,  plus 
a  little  something  we  like  to  call  respect. To  find  out  how  we  can  help  your  business  or  for  more  information,  visit  us  at 


capitalone.com/smallbusiness.  What's  in  your  wallet?® 


Offer  intended  for  qualified  applicants  only.  §2007  Capital  One  Services  Inc. 


CapitalQne 


small  business 


SOL  U  T  IONS 


TASSIMOMENT: 


THE  THRILL  OF  CHOOSING 


WHICH  WAY  TO  GO. 


Nothing  iets  you  discover  a  world  of  coffees,  real  milk  cappuccinos  and  lattes, 
.  teas,  espressos,  crem'as  and  hot  chocolate  like  TASSIMO.  With  36  varieties 
of  premium  brands  and  flavors  to  choose  from,  you  can  satisfy  your  every 
-  desire  at  the  touch,  of.  a  button.  One  fresh-brewed  cup  at  a  time.  And  make 
any  morajgjt  a  TASSIMOMENT.  For  more  information-,  visit  tassimo.com. 


I* 


BRflUfl 


Kenco  Kzsaa 


lASSIIVIO 


A  CUP  FOR  YOUR  EVERY  DESIRE. 


AN  EXCITING 
NEW  WAY  TO  GO: 

STARBUCKS  COFFEE 
AT  THE  TOUCH  OF 
A  BUTTON. 


Now  TASSIMO  lets  you  enjoy  the 
rich,  full  taste  of  Starbucks*  coffee, 
one  perfectly  brewed  cup  at  a  time.. 

The  secret  is  the  Starbucks*  coffee  T  DISC, 
which  was  developed  to  provide  just  the  right 
proportion  of  coffee  to  water  -  an  essential 
part  of  the  Starbucks  brewing  philosophy. 

Try  Starbucks®  Breakfast  Blend, 
House  Blend,  Caffe  Veronaf 
and  Africa  Kitamu™  Each  one 
a  TASSIMOMENT  in  the  making. 


ASSI IVIO 

A  CUP  FOR  YOUR  €VERY  DESIRE. 


Follow-Through 


Wi-Fi'd:  Anaheim  is  wired,  unlike  other  cities. 


JULY  3,  2006 

Low  Fidelity 

Last  year  we  wrote  about  EarthLink's  plan 
to  blanket  the  city  of  Anaheim,  Calif,  with 
a  Wireless  Fidelity  Network  for  the  Inter- 
net, or  Wi-Fi.  That  system  is  now  up  and 
running,  but  the  Atlanta,  Ga.  company 
has  run  into  obstacles  trying  to  spread  the 
technology  to  other  cities. 

While  contending  with  the  death  of  its 
chief,  Garry  Betty,  49,  in  January,  Earth- 
Link  powered  up  Wi-Fi  in  New  Orleans, 
Corpus  Christi,  Tex.  and  Milpitas,  Calif.  Its 
massive  Philadelphia  network  should  be 
up  by  year-end.  But  new  Chief  Executive 
Rolla  Huff  has  halted  further  build-outs, 
shelving  plans  in  Houston,  San  Francisco 
and  Alexandria,  Va. 

EarthLink  discovered  that  Wi-Fi  equip- 
ment costs  almost  twice  what  it  expected.  It 
planned  to  install  20  Wi-Fi  transmitters  per 
square  mile  in  cities;  it  turns  out  it  needs 
more  like  40.  The  Wi-Fi  service  was  sup- 
posed to  offer  city  dwellers  a  cheap  third 
alternative  to  getting  their  Internet  access 
from  a  cable  modem  or  telephone  DSL  line. 
But  DSL  prices  have  steadily  fallen.  Earth- 
Link  has  temporarily  slashed  prices  from 


$22  a  month  to  between  $7  and 
$10  to  compete. 

With  consumer  revenue  so 
low,  Huff  says  he'll  build  more 
networks  if  municipalities  pony 
up  much  more  cash.  So  far  he 
hasn't  found  any  takers. 

— Scott  Woolley 

WAY  22,  2O06 

They  Won't  Inhale 

An  inhaled  insulin  drug  that  we 
predicted  would  turn  into  a  sales 
blockbuster  has  flopped.  In  October 
Pfizer  dumped  Exubera,  a  drug  and 
inhaling  device  for  diabetics  it  had 
licensed  from  Nektar  Therapeutics  of  San 
Carlos,  Calif.  Paltry  sales,  only  $4  million 
in  the  second  quarter,  were  blamed.  Exu- 
bera worked  well,  but  the  cumbersome 
device  is  nearly  the  size  of  a  tennis  ball 
can.  It  turns  out  patients  prefer  sticking 
themselves  with  tiny  needles.  Pfizer  took 
a  $2.8  billion  charge  as  a  result  of  the 
decision.  Nektar  shares  fell  17%. 

— Kerry  A.  Dolan 

OCTOBER  1.  1007 


Bof  A  Bombs 


In  our  upbeat  cover  story  on  Bank  of 
America,  we  noted  that  the  Charlotte, 
N.C.  banking  behemoth  had  avoided 
subprime  woes  by  presciently  getting  out 
of  that  market  years  ago.  It  turns  out 
BofA  hasn't  escaped  the  credit  crunch. 
Profits  tumbled  32%  in  the  third  quarter 
to  $3.7  billion,  dragged  down  by  a 
$607  million  trading  loss,  a  $527  million 
loss  related  to  mortgage  and  credit  deriv- 
atives, and  a  $247  million  loan  writedown. 

— Susan  Adams 


FLASHBACKS 


25  YEARS  AGO  IN  FORBES  |  FEBRUARY  15, 1982 

Read  All  About  It  Allen  Neuharth  took  over  as  chief  executive  of  the 
Rochester-based  Gannett  newspaper  company  in  1973.  By  maximizing  the  potential 
of  humdrum  suburban  papers  with  local  monopolies,  he  has  multiplied  earnings  per 
share  nearly  3^  times.  Profits  before  tax,  estimated  at  $334  million  for  1981,  make 
the  chain  one  of  the  biggest  earners  in  publishing. 

Gannett's  earnings  fell  11%  in  the  third  quarter. 
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Heads  Up  

Inflated  Fears? 

ANYONE  WHO'S  BEEN  TO  THE  GROCERY  STORE 
lately  or  gotten  a  full  tank  of  gas  has  been  blown 
back  by  sticker  shock.  Milk  and  eggs,  cell  phone 
service  and  the  electric  bill— ordinary  things  cost 
more  than  they  did  a  year  ago.  So  do  luxury 
goods,  whether  laptops  or  convertibles.  But  the  Bureau  of 
Labor  Statistics  reports  that  inflation  is  in  check,  with  con- 
sumer prices  up  only  2.8%  for  '^g^ffgfg j ^ 
the  12  months  ended  in  Septem-  j 
ber.  The  so-called  core  rate  of 
inflation,  excluding  food  and 
fuel,  was  2.1%. 

What  gives?  The  problem 
may  be  the  way  the  government 
calculates  inflation.  "The  num- 
bers are  so  below  what  people 
are  actually  experiencing  that 
they  no  longer  have  credibility," 
says  Walter  J.  Williams,  an  icon- 
oclastic economist  who  has  no 
academic  appointment  but  can 


FOR  USING 


/imam 


The  good  old  days:  They  checked  your  oil  and  did  windows,  too. 


at  least  claim  an  M.B.A.  from  the  Tuck  School  of  Business  at 
Dartmouth.  His  Shadow  Government  Statistics  newsletter,  he 
says,  draws  1,000  online  readers  every  month,  and  has  a  bit  of  a 
paranoid  edge.  Williams  contends  that  inflation  is  really  run- 
ning at  10% — more  than  triple  the  official  rate. 

There's  some  method  to  his  reasoning.  First,  as  he  correctly 
points  out,  the  CPI  offsets  price  hikes  with  the  value  of  product 

improvements.  If  your  kid's 
chemistry  textbook  has  more 
color  photos  than  the  one  you 
had  in  high  school,  then  the 
quadrupling  of  the  price  doesn't 
really  count.  Your  newest  com- 
puter has  32  times  the  power  of 
the  one  you  had  a  decade  ago; 
if  the  price  tag  hasn't  changed, 
then  in  some  sense  the  cost  of 
living  well  electronically  has 
gone  down. 

Williams  also  points  out  a 
distortion  in  the  way  the  feds 


We  all  know  that  costs  are  rising.  But  is 
Uncle  Sam  giving  us  the  straight  skinny? 


treat  housing  costs,  which  get  a  sizable 
25%  weighting  in  the  CPI.  It  relies  on 
what  a  house  could  hypothetically 
receive  in  rent,  disregarding  the  fact 
that  roughly  two-thirds  of  Americans 
own  their  homes.  In  any  event,  the 
government  says  that  imputed  rent  has 
risen  3%  a  year  over  the  last  six  years 
through  August.  Median  home  prices, 
as  calculated  by  the  National  Associa- 
tion of  Realtors,  rose  6%  annually 
during  the  same  period.  (Remember: 
The  calamity  in  the  market  is  pretty 
recent.) 

The  third  fallacy  Williams  points  to  is  the  assumption  that  if 
prices  rise  for  one  staple,  like  sirloin,  consumers  will  automati- 
cally switch  to  a  cheaper  one,  like  ground  beef.  Lots  of  people 
undoubtedly  do  so  to  economize.  But  with  this  presumption, 
the  CPI  has  created  a  built-in  deflator;  its  no  longer  tracking  the 
cost  of  a  constant  standard  of  living  but  a  declining  one. 
Williams  claims  that  a  more  accurate  reckoning  without  the 
substitution  discount  would  lift  inflation  to  6%. 

Williams  thinks  the  official  underestimates  are  deliberate. 


ibility  Gap 


Sources:  Bureau  of  Labor  Statistics;  Shadow  Government 
Statistics. 


Reporting  accurate  figures  would  cost 
the  government  more  in  Social  Secu- 
rity benefits,  which  are  pegged  to  the 
CPI,  and  more  in  interest  on  its 
inflation -protected  bonds. 

"Absurd,"  says  Labor  Statistics 
spokesman  Patrick  Jackman.  A  strong 
whiff  of  inflation  in  the  price  hikes  of 
cars  and  computers,  he  says,  is  offset  by 
an  increase  in  quality.  Home  sale  prices 
tend  to  exaggerate  inflation,  Jackman 
argues,  when  people  treat  their  homes 
as  an  investment  like  stocks  or  gold. 
And  when  beef  prices  fall,  he  says,  people  buy  more  steak  than 
burger,  and  the  CPI  reflects  that  by  rising.  "For  years  academics 
were  saying  we  were  overstating  inflation,"  he  sighs.  "Now  you 
have  people  saying  we're  understating  it." 

People  will  argue  over  these  facts — and  the  assumptions  that 
underlie  them — until  the  sun  finally  burns  out.  We  all  know  that 
we're  paying  more  for  just  about  everything.  Of  real  concern  is 
when  those  prices  rise  quickly  enough  for  the  Federal  Reserve 
to  act,  maybe  even  to  raise  interest  rates.  Keep  an  eye  on  guys 
like  Williams.  — Bernard  Condon 


Outfront 

TREATING  STICKER  SHOCK 


Playing  Catch-Up 


Saudi  Arabia  cut  back  on  crude  oil  production  earlier  this  year,  then 
realized  its  mistake  as  prices  soared.  Look  for  lower  prices  at  the  pump 
(and  in  the  home)  by  January,  as  the  Saudis  bump  up  produ 


Saudi  Arabia's  output 
(millions  of  barrels  a  day) 
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lippery  Slope 


Oil  at  $100  a  barrel?  No  way,  says  one  defiant  expert.  Expect  $60  crude — soon. 

By  Daniel  Fisher 


WAR  IN  IRAQ,  DESTABI- 
lization  from  Turkey, 
unquenchable  thirst  for 
energy  in  Asia,  millions 
of  fuel-slurping  SUVs  still 
cruising  American  highways.  No  wonder  oil 
prices  have  jumped  above  $90  a  barrel  on  the 
New  York  Mercantile  Exchange,  on  their  way 
to  $100. 

Not  so  fast.  According  to  some  longtime 
observers,  we  will  soon  see  $60  oil.  Their  ar- 
gument is  that  the  main  driver  of  price  spikes 


is  something  hardly  mentioned  these  days:  a 
miscalculation  by  the  world's  most  important 
supplier,  Saudi  Arabia.  And  within  the  next 
two  months  that  miscalculation  will  be 
corrected  and  oil  prices  will  drop.  "It's  sure  get- 
ting set  up  for  a  hard  fall,"  says  George  Littell, 
partner  at  Groppe,  Long  &  Littell,  a  Houston 
firm  that  advises  oil  drillers  and  investors  on 
the  outlook  for  crude  prices  since  1955. 

Here's  how  Littell  sees  it.  Last  year  Saudi 
petrocrats  thought  demand  would  slacken 
at  the  same  time  that  oil  production  rose 


from  sources  outside  the  Organization  of 
Petroleum  Exporting  Nations.  They  cut 
back  Saudi  production  from  9.5  million 
barrels  a  day  in  March  2006  to  8.5  million 
a  year  later  in  order  to  keep  supply  and 
demand  balanced  and  crude  prices  hover- 
ing around  $60  per  barrel. 

The  Saudis  got  one  part  of  the  equation 
right.  The  International  Energy  Agency  puts 
world  demand  at  85.9  million  barrels  a  day, 
up  only  slightly  from  2006.  And  among  the 
30  industrialized  nations  that  make  up  the 
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No  one  knows  what  you  want  later  in  life 


better  than  you.  And  if  it  were  as  easy  as 
actually-getting  advice  from 


an  older  version  of  yourself, 


planning  would  be  a 


Cakewalk.  Unfortunately, 


you  can't.  However,  Lincoln 


Financial  Group  offers  a 


wide  variety  of  financial 


solutions  to  help  address 


your  financial  needs.  You  ,  JP 
see,  there  will  be  5  challenges  you  will  need 


streams,  inflation,  the  ups  and  downs 


of  the  market  and  rising  health  costs.  And 


making  sure  you  don't 


outlive  your  money.  It's  not 


enough  to  implement  a  plan 


for  the  day  you  retire.  The 


plan  must  continue  to  work 


throughout  your  retirement. 


So  while  no  one  can  predict 


the  future,  we  can  help  you 


take  the  right  steps  toward 


yours.  Find  out  how  at  LincolnFinancial.com, 


to  prepare  for,  such  as  changing  income 


□  Lincoln 

Financial  Group- 


Hello  future; 


Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  .its  affiliates.  Securities  distributed  by  Lincoln  ^canda: 
Distributors,  Inc.,  a  broker 'dealer  Insurance 'offered  through  Lincoln  affiliates.  ©  2007  Lincoln  National  Corp.  LCN2007-09-2Q0.3163 


Outfront 

Organisation  for  Economic  Co-operation  & 
Development,  demand  has  fallen  by  100,000 
barrels  a  day  over  that  period. 

But  the  Saudis  overestimated  non-OPEC 
production.  While  companies  of  many  oil- 
producing  nations  are  pumping  cash  into  the 
declining  oilfields  of  the  North  Sea,  the  Gulf 
of  Mexico  and  elsewhere,  those  projects 
haven't  contributed  as  much  crude  as  ana- 
lysts expected.  "If  demand  is  less,  what's  got 
to  be  driving  the  price  of  oil  is  lower  OPEC 
production,"  Littell  concludes.  "It's  a 
miscalculation  on  their  part." 

Check  out  the  relationship  between 
prices  and  production  in  the  accompanying 
chart.  The  Saudis  hold  the  key  to  long-term 
oil  prices  since  they  are  one  of  the  few 
exporters — Kuwait  and  Abu  Dhabi  are  the 
others — with  the  ability  to  increase 
production  significantly.  Littell  says  the 
Saudis  realized  their  mistake  and  began 
pumping  more  oil  in  May.  At  the  most  re- 
cent OPEC  meeting  on  Sept.  11  members 
agreed  to  boost  production  by  another 


500,000  barrels  a  day  starting  Nov.  I.  That 
increase  included  a  bump  in  the  Saudi  quota 
to  8.9  million  barrels  a  day. 

How  long  before  we  get  some  relief?  It 
takes  at  least  a  week  for  the  Saudis  to  com- 
plete the  paperwork  necessary  to  ship  oil  to 
new  customers,  including  arranging  letters 
of  credit  and  other  financial  details.  Then  the 
oil  rides  in  a  ship  across  the  Adantic  for  30 
days.  Add  them  together  and  Littell  expects 
the  impact  of  all  that  additional  oil  to  hit  U.S. 
markets  in  a  couple  of  months  or  so.  The 
Saudis  "didn't  plan  on  $80  oil,"  he  says.  "They 
wanted  to  keep  it  around  $60  and  did  the 
wrong  thing." 

Not  everyone  buys  this  argument. 
Certainly  not  the  speculators  who've  been 
kicking  up  the  price  of  oil  on  the  NYMEX  for 
more  than  a  year.  Leo  Drollas,  chief  econo- 
mist at  the  Centre  for  Global  Energy  Stud- 
ies in  London,  believes  that  oil  prices  will  fall 
eventually,  but  not  until  the  middle  of  next 
year.  Refiners  are  still  trying  to  refill  inven- 
tories that  dropped  to  the  lowest  levels  since 


2003  after  an  unexpected  cold  snap  in  North 
America  at  the  beginning  of  this  year.  The 
increase  in  OPEC  quotas,  Drollas  calls  "too  lit- 
tle, too  late."  Besides,  he  says,  "We're  facing  a 
winter  with  low  [inventories],  and  the  mar- 
ket's woken  up  to  this."  The  mess  in  Iraq, 
which  ships  1.5  million  barrels  a  day  through 
the  Persian  Gulf,  and  brinksmanship  by  Iran 
may  keep  prices  from  falling  quickly. 

Either  way,  the  theory  that  Chinas  gallop- 
ing economy  will  lead  to  $100  oil  is  bunk. 
Forty  percent  of  that  country's  oil  is  burned 
in  so-called  stationary  uses  like  electric  plants, 
Littell  says,  which  will  be  shifted  to  less  expen- 
sive fuels  if  oil  prices  stay  high.  Most  industri- 
alized countries  made  that  shift  decades  ago. 

Cheap  natural  gas  can  also  drag  down  the 
price  of  oil — albeit  with  a  lag,  since  it  takes 
a  while  to  bring  gas  wells  online  or  to  con- 
vert some  petroleum  consumption  to  gas  con- 
sumption. At  the  moment,  a  million  Btu  of 
fuel  oil  costs  $15.40,  versus  $7  for  gas.  Two 
years  ago  that  $8.40  spread  was  zero.  Todays 
spread  will  narrow.  F 


The  Chips  Keep  Growing 

The  stock  market  may  be  shaky,  but  three  casino  moguls  on  our  Forbes  400  list  wouldn't  know  it.  In  the  45  days 
since  we  locked  in  stock  prices  for  our  annual  list  of  Americas  wealthiest,  gambling  shares  have  soared.  Sheldon 
Adelson,  whose  gain  amounts  to  $7.4  million  an  hour,  opened  the  $2.4  billion  Venetian  Macau  casino  in  late  August 
and  had  half  a  million  visitors  in  the  first  week.  Kirk  Kerkorians  MGM  Mirage  completed  an  agreement  with 
developers  Kerzner  International  and  Istithmar  Hotels  to  build  a  new  gambling  complex  on  the  Vegas  Strip  and 
then  later  announced  plans  for  a  $5  billion  casino  resort  in  Adantic  City.  Impresario  Steve  Wynns  Las  Vegas  and 
Macau  operations  continue  to  entice  investors.  —Matthew  Miller 


SHELDON  AOEISON 
LasVegc  reds 
Shares  up  32%  g.  31 

Net  worth  on  The  Forb.  ;?8  billion 


Net  worth  now: 


KIRK  KERKORIAN 

mgm  Mirage 
Shares  up  12%  since  Aug.  31 
Net  worth  on  The  Forbes  400:  $18  billion 
Net  worth  now:  $20  billion 


STEVE  WYNN 

Wynn  Resorts 
Shares  up  26%  since  Aug.  31 
Net  worth  on  The  Forbes  400:  $3.9  billion 
Net  worth  now:  $4.7  billion 
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The  Internet  can't  hide  from 
the  AT&T  LaptopConnect  Card 


Tired  of  playing  hide  and  seek  with  the  Internet?  Get 
the  AT&T  LaptopConnect  Card  and  easily  access  the 
Internet  at  mobile  broadband  speeds  when  you're  out 
of  the  office,  on  the  road,  away  from  hotspots. 


>  Works  in  165  major  U.S.  markets  and  more  cities 
worldwide  than  any  other  U.S.  carrier. 

>  Send  and  receive  email,  download  large 
attachments,  and  access  corporate  systems 
at  mobile  broadband  speeds. 

>  Enables  secure  laptop  connections  to  AT&T 
BroadbandConnect  and  EDGE  networks. 


Get  AT&T's  Global  3G 
LaptopConnect  Card  for  only 
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99 


with  2-year  service  agreement 
on  DataConnect  plans  $59.99 
or  higher. 


>  Fast  and  easy  set  up. 


The  new 


at&t 


Your  world.  Delivered. 


For  more  information,  visit  www.wireless.att.com/laptopconnect  or  go  to  your  nearest  AT&T  store. 


Coverage  not  available  In  all  areas  Limited-time  offer.  Other  conditions  and  restrictions  apply  See  contract  and  rate  plan  brochure  for  details.  Subscriber  must  live  and  have  a  mailing  address 
within  AT&T's  owned  network  coverage  area.  Up  to  $36  activation  fee  applies.  Eguipment  price  and  availability  may  vary  by  market  and  may  not  be  available  from  independent  retailers.  Early 
Termination  Fee:  None  if  cancelled  in  the  first  30  days;  thereafter  $175.  Some  agents  impose  additional  fees  Sales  tax  calculated  based  on  price  of  unactivated  eguipment.  Certain  "mail  systems 
may  reguire  additional  hardware  and/or  software  to  access  Service  provided  by  AT&T  Mobility,  c  2007  AT&T  Knowledge  Ventures  All  rights  reserved.  AT&T  and  the  AT&T  logo  are  trademarks  of  AT&T 
Knowledge  Ventures  and/or  AT&T  affiliated  companies. 
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OFF  BALANCE 


Black-Hole  Banking 

Citi  and  other  big  banks  are  organizing  an  SIV  bailout. 
But  what  else  is  hidden  by  their  murky  accounting? 

By  Neil  Weinberg,  Bernard  Condon  and  Susan  Kitchens 


I  NVESTORS  WERE  SHOCKED  RECENTLY  TO 
I  discover  Citigroup  and  a  handful  of  other 
I  banks  were  on  the  hook,  morally  if  not 
legally,  for  hundreds  of  billions  of  dollars' 
worth  of  a  product  so  esoteric  it  had  many 
scrambling  for  their  finance  dictionaries. 

The  product,  structured  investment 
vehicles,  or  SIVs,  didn't  appear  on  the  banks' 
balance  sheets.  Nor  did  SIVs  show  up  among 
the  liabilities  banks  scantily  disclose  as  so- 
called  off-balance-sheet  items.  In  other 
words,  they  were  a  black  hole.  "There  are  no 
regulatory  reports,  no  SEC  filings.  Everyone's 
in  the  dark,"  says  Bert  Ely,  a  Cato  Institute 
scholar  and  banking  consultant. 

Cassandras  have  long  warned  that 
institutional  exposure  to  huge,  poorly 
disclosed  or  undisclosed  financial  exotica 
poses  systemic  risk  Occasionally  investors  lis- 
ten, as  they  did  after  Long-Term  Capital  Man- 
agement blew  up  in  1998. 

Since  then  trading  in  everything  from 
commercial  paper  to  credit  derivatives  has 
soared.  Bank  accounting  has  gotten  exotic  as 
well.  In  the  old  days  banks  took  in  deposits, 
made  loans  and  tallied  up  the  results  on  their 
balance  sheets.  For  regulators,  it  was  a  sim- 
ple matter  to  add  up  assets  and  liabilities  and 
declare  how  much  capital  banks  needed  to 
keep  in  reserve  to  cover  losses. 

In  recent  years,  though,  banks  have  made 
generous  use  of  accounting  rules  that  permit 
them  to  use  derivatives  to  push  credit  risk  off 
their  balance  sheets,  where  disclosure  and 
capital  requirements  are  relatively  skimpy  and 
valuations  more  art  than  science.  As  deriv- 
ative markets  have  grown,  U.S.  commercial 
banks  have  taken  on  $934  billion  in  expo- 
sure in  them  against  which  they  are  required 
to  maintain  reserves  to  cover  po1  ^ntial  losses. 

Among  other  ventures  largely  unac- 
counted for  on  balance  sheets  are  those  like 
Mica  Funding.  Large  banks  set  it  up  to  hold 
loans  that  could  have  landed  on  their  own 


Confidence 
game: 
Treasury's 
Henry  Paulson 
rallies 
Wall  Street. 


I 

books.  S&P  bestowed  an  A- 1  rating — its  high- 
est— for  the  short-term  borrowings  of  this 
Channel  Islands  vehicle.  This  despite  the  fact 
that  63%  of  Mica's  assets  are  rated  either  junk 
or  not  rated  at  all,  and  42%  aren't  even  iden- 
tified by  type.  Investors  have  become  wary 
of  investment  vehicles  with  such  shoddy  dis- 
closure, however  highly  they  are  rated,  and 
that  has  made  it  hard  for  them  to  continue 
financing  themselves,  says  Joshua  Rosner,  an 


analyst  at  New  York's  Graham  Fisher. 

Mica-like  vehicles  aren't  the  murkiest  risk 
knocking  around,  either.  Banks'  off-bal- 
ance-sheet accounts  include  only  items  for 
which  they  are  contractually  on  the  hook  But 
other  items,  which  aren't  disclosed  anywhere, 
can  also  saddle  them  with  unexpected  losses. 

The  SIVs,  with  $400  billion  or  so  in  as- 
sets, didn't  show  up  on  their  balance  sheets, 
their  off-balance-sheet  statements  or  any- 
where else.  That's  because  they're  categorized 
as  "bankruptcy  remote  vehicles,"  which  the 
banks  have  no  fiduciary  duty  to  disclose  and 
no  contractual  obligation  to  support. 

The  problem  with  SIVs  is  that  contracts 
are  not  the  only  form  of  binding  obligation. 
Citigroup  set  up  SIVs,  with  names  like  Beta, 
Centauri  and  Dorada,  with  $80  billion  in  as- 
sets. When  investors  began  fearing  they  were 
packed  with  doggy  paper  tied  to  the  subprime 
market,  the  financing  to  fund  them  dried  up. 
That  has  left  a  handful  of  banks,  led  by 
Citigroup  and  with  the  support  of  Henry 
Paulsons  Treasury,  scrambling  to  patch  to- 
gether a  bailout  fund  to  buy  assets  from  the 
SIVs.  If  Citi  exercised  its  legal  right  to  walk 
away,  it  would  do  damage  to  its  ability  to  do 
other  deals  and  to  investor  confidence  gen- 
erally. Contract  or  not,  Citi  is  on  the  hook 

How  much  risk  do  banks  face  from  such 
noncontractual,  off-off-balance-sheet  activ- 
ity? Quantifying  it  is  mere  speculation,  Citi 
says.  Regulators  don't  require  banks  to  dis- 
close such  risks,  or  set  aside  money  for  them, 
until  the  banks  actually  step  in  to  save  the 
day.  By  then,  of  course,  it  may  be  too  late.  F 


Ricochet  Risk 


Banks  have  become  expert  at  excising  all  sorts  of  risk  from  balance  sheets.  The 
question  now:  How  much  might  boomerang  back  on  the  books? 

OFF-BALANCE-SHEET  BOOK  VALUE 


BANK 

ASSETS  (SBIL)1 

(SBIL) 

SIGNIFICANCE 

Citigroup 

$222 

$128 

Biggest  SIV  exposure:  $80  billion 

JPMorgan 

128 

119 

Promised  to  lend  $41  billion  to  buyout  shops 

Bank  of  America  97 

136 

The  good  news:  no  SIVs 

Wachovia 

41 

69 

Charge  for  buyout  loans  last  quarter: 
$272  million 

State  Street 

29 

8 

Must  buy  back  loans  in  pools  if  in  trouble 

Wells  Fargo 

0.3 

47 

Biggest  risk  is  right  on  its  books: 
$137  billion  in  mortgages. 

'Leveraged  loan  commitments,  SIVs  and  asset-backed  commercial  paper  conduits  only. 

Source:  CreditSights. 
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"2,500,000  prints  with  no  breakdowns. 
We've  never  seen  reliability  like  this/' 


—  Buyers  Laboratory  Inc. 


YOURMFP 


KY0CERA  KM-8030 


When  are  you  going  to  make  your  move? 


CERTIFICATE  OF  RELIABILITY 

2,500,000  PRINTS 

Buyers  Laboratory  Inc. 


We  Don't  Just  Claim  Reliabilty,  We  Prove  It! 

Everyone  claims  to  be  reliable.  But  only  a  real-world  test 
proves  it.  That's  why  Kyocera  asked  the  independent 
authority  of  Buyers  Laboratory  Inc.®  to  put  the  Kyocera 
KM-8030  through  a  demanding  test:  20,000  pages  per  day, 
printing  and  copying,  over  a  wide  range  of  sizes,  settings, 
and  modes,  with  only  scheduled  preventive  maintenance. 

The  results?  2,500,000  prints  -  0  breakdowns.  BLI  has  never  seen  anything  like  it, 
confirming  that  the  KM-8030,  "gave  a  reliability  performance  that  was  virtually  flawless  -  a 
truly  impressive  feat."  The  award-winning  reliability  of  Kyocera  printers,  copiers  and  MFP's. 
Visit  our  website  to  find  a  dealer  near  you:  www.kyoceramita.com 


People  Friendly 


The  New  Value  Frontier 

3!  KyncERa 


Results  based  on  an  independent,  commissioned  study  of  extended-term  reliability  administered  by  BLI.  The  test  simulated  actual  office  conditions  and  work  documents. 

©2007  KYOCERA  MITA  CORPORATION.  KYOCERA  MITA  AMERICA,  INC.  "People  Friendly,  "  The  New  Value  Frontier,-  the  Kyocera  "smile"  and  the  Kyocera  logo  are  trademarks  of  Kyocera. 


Outfront 

BUCKEYE  BOOM 


Daddy's  Girl 

These  are  good  days  for  Ohio  State.  Its  football  team 

is  ranked  No.  1,  and  a  recent  grad  from  China  is 
worth  $16  billion  |  By  Russell  Flannery  and  Phil  Xie 


AT  OHIO  STATE  THE  FOLKS  WHO 
hit  up  alumni  for  donations  can 
be  forgiven  if  they've  already 
lined  up  plane  tickets  to  China  and  are 
taking  Cantonese  lessons. 
Chinas  richest  person,  in  our 
annual  survey  of  the  country's 
40  richest  people,  is  26-year- 
old  Yang  Huiyan,  with  wealth 
of  $16.2  billion.  Yang  gradu- 
ated from  Ohio  State  with  a 
business  degree  in  2005.  The 
college  won't  say  much  of  any- 
thing else  about  the  Buckeye 
grad,  citing  privacy  laws. 

Fundraisers  would  do  well 
to  call  on  Yang's  father,  in  any  case.  Yeung 
Kwok  Keung  (who  spells  his  surname  dif- 
ferently), 52,  transferred  all  his  shares  to  his 
daughter  in  2005,  but  he  still  runs  the 
Guangdong  Province  company  that  gener- 
ated the  fortune:  Country  Garden,  one  of 
China's  biggest  real  estate  outfits.  The  com- 
pany has  enough  land  in  its  bank  to  sell  484 
million  square  feet  of  real  estate.  Another 
developer  by  the  name  of  Donald  Trump 
is  a  pauper  by  comparison,  with  wealth  we 
put  at  $3  billion.  America's  richest  woman: 
Christy  Walton,  at  $16.3  billion. 


At  only  26,  Yang  Huiyan 
is  on  a  par  with  Amer- 
ica's richest  woman. 


Yeung's  generosity  toward  his  daughter 
might  reflect  how  some  of  China's  most 
affluent  denizens  want  to  divert  public  and 
media  attention  from  themselves.  "He  wants 
to  keep  a  low  profile,"  says  John 
Tian,  National  Director  of  the 
Jones  Lang  LaSalle  property  bro- 
kerage in  Guangzhou.  On  the 
street  leading  to  Yeung's  resi- 
dence near  Guangzhou,  guards 
at  a  checkpoint  bar  unwelcome 
visitors.  A  wall  blocks  a  view  and 
outsiders. 

Yeung's  fortune  can't  be  eas- 
ily hidden,  however.  In  April  he 
listed  Country  Garden  on 
Hong  Kong's  stock  exchange.  Everything 
about  the  business  is  big.  The  company  has 
amassed  one  of  the  largest  market  capital- 
izations— $25  billion — among  nongovern- 
ment property  developers  in  China,  a  figure 
bloated  by  the  doubling  of  its  stock  price 
since  it  started  trading.  (Yeung's  daughter 
owns  58%  after  the  giveaway.)  Its  board 
meetings  are  akin  to  a  billionaires  club.  Five 
members,  including  Yeung's  daughter,  have 
reached  that  lofty  rank. 

Yeung  built  his  fortune  by  selling  villas, 
town  houses  and  apartments  to  mostly  middle- 


China's  Richest 


RANK  NAME 

NET  WORTH 
($BIL) 

INDUSTRY 

1 

Yang  Huiyan 

$16.20 

Real  estate 

2 

Hui  Wing  Mau 

7.30 

Real  estate 

3 

Guo  Guangchang 

4.85 

Conglomerate 

4 

Zhang  Li 

4.75 

Real  estate 

5 

Zhang  Jindong 

4.50 

Retail 

6 

Xiaofeng  Peng 

3.85 

Solar 

7 

Zhang  Xin 

3.80 

Real  estate 

8 

Lu  Zhiqiang 

3.70 

Real  estate 

9 

Larry  ng 

3.65 

Conglomerate 

10 

Wong    vong  Yu 

3.60 

Retail 

Net  worths  calculates     ng  Sept  28  prices  for  mainland  China  stocks,  Oct  5  for  all  others. 


income  families  in  Chinese  suburbs.  He  buys 
large  tracts  of  land  on  the  cheap  and  pushes 
homes  en  masse.  Since  his  land  costs  are  rela- 
tively low,  the  profits  are  high  if  he  can  attract 
buyers  willing  to  compare  his  digs  with  far 
pricier  downtown  rates.  Yeung  puts  in  five-star 
hotels  to  give  his  projects  some  cachet,  along 
with  schools  and  even  hospitals.  "They're  a  big 
company  with  a  brand,  and  their  reputation  is 
relatively  good,"  says  Chen  Shujun,  an  account- 
ant who  bought  a  villa  in  Changsha  this  year. 

The  youngest  of  six  children,  Yeung  grew 
up  as  the  son  of  a  rice  farmer  in  the  same 
area  where  he  lives  today.  He  came  of  age 
during  the  chaos  of  China's  Cultural  Revo- 
lution. This  year  Yeung  led  100  members  of 
the  family  clan  in  a  ceremony  at  a  refur- 
bished family  temple  in  Guangjie,  where  he 
grew  up.  (Besides  declining  an  interview,  the 
company  declined  to  provide  any  informa- 
tion about  where  Yeung  was  born  and  the 
location  of  the  temple.)  The  gathering  was 
to  remind  the  young  about  their  modest 
roots,  according  to  a  resident  of  the  village. 
"They  had  nothing,"  says  Yang  Guilin,  a 
white-haired  lady  in  a  store  that  sells  cold 
drinks  at  a  shop  near  the  family's  temple;  she 
says  she  knew  Yeung's  family  decades  ago. 

Yeung  was  pulled  up  from  the  farm  by 
his  eldest  brother,  Yang  Guohua,  who  got  his 
younger  brother  a  job  at  an  engineering  of- 
fice where  he  was  working.  Yang  Huiyan,  the 
daughter  who  was  to  become  Chinas  rich- 
est person,  was  born  during  that  period  of 
stability  in  the  family,  according  to  Chinese 
media  reports.  Eventually,  Yeung  set  up  a 
building  contracting  business,  and  orders 
flowed  as  Guangdong  began  booming  in  the 
1990s.  After  a  customer  had  trouble  paying 
for  construction  work  that  had  been  done 
during  a  market  slowdown,  Yeung  started 
selling  houses  as  well  as  building  them,  and 
Country  Garden  was  born. 

One  of  three  daughters,  Yang  became  the 
heir  to  the  family  business  after  the  eldest  suf- 
fered long-term  damage  from  a  childhood 
illness.  The  third  daughter  is  believed  to  be 
in  college  in  the  U.S.  today,  according  to 
company  employees.  Yeung's  daughter  didn't 
distinguish  herself  growing  up,  says  Wang 
Guimen,  a  teacher  at  a  school  she  attended. 
It's  unclear  whether  she  could  have  landed  that 
board  seat  without  that  business  degree  from 
the  U.S.,  but  it  probably  didn't  hurt.  F 
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It's  not  easy  to  navigate  the  shifting  waters  of  retirement  planning.  But  you  may  find  a  steadier  course  with  closed-end 


funds  from  Nuveen  Investments.  They  can  provide  you  with  attractive  monthly  income  that  can  keep  your  long-term 


investment  strategy  sailing  smoothly.  To  learn  more,  contact  your  advisor  or  visit  us  at  nuveen.com/cef.  As  always, 


there  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates  rise,  the  value  of  a 


fund's  portfolio  may  decline.  Closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


An  investor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  an  annua! 
report  or  prospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or 
Nuveen  at  1-800-257-8787.  Read  this  information  carefully  before  you  invest  or  send  money.  ©2007  Nuveen  Investments,  Inc. 


NUVEEN 


Investments 


Smarter  ways  to  be  conservative: 


Don't  Lose 
Your  Head! 


On  Dec.  12  Christies  is  auctioning  off  a 
set  of  pearls  that  once  belonged  to  Marie 
Antoinette,  a  noted  accumulator  of  jewels 
(including  the  Hope  Diamond).  Not 
much  to  look  at,  but  they  have  a  curious 
history.  In  1792,  a  year  before  the 
queen  was  bumped  off,  she  handed 
the  pearls,  loose,  to  her  friend  Lady 
Sutherland,  the  wife  of  the  British  ambassador,  with 
the  idea  of  reclaiming  them  after  her  escape.  Neither 
happened,  and  the  pearls  were  mounted  onto  a  necklace 
for  Sutherland's  grandsons  wedding  in  1849.  Christies  has 
put  a  presale  estimate  of  $800,000  on  the  piece,  but  expects  it 
to  sell  for  ten  times  as  much.  The  goodies  of  other  terminated 
leaders  have  sometimes  fetched  good  prices.        — Monte  Burke 


WHO:  Caligula  (A.D.  12-41), 
Emperor  of  Rome 
WHAT:  A  bronze  bust  of  himself 
PRICE:  Reported  S 228, 000  (1993) 


WHO:  Anne  Boleyn  (1507-36), 
second  wife  of  Henry  VIII 
WHAT:  Her  Catholic  Book  of  Hours 
PRICE:  $318,775(1997) 


WHO:  Ferdinand  Maximilian  Joseph 

(1832-67),  Emperor  of  Mexico 
WHATTear-stained  lace  pillow  cover 
PRICE:  $2,820  (2001) 

WHO:  Nicholas  II  (1868-1918), 
last  Tsar  of  Russia 
WHAT:  The  Winter  Egg  by  Carl  Faberge 
PRICE:  $9.6  million  (2002) 


WHO:  Benito  Mussolini  (1883-1945), 
the  Fascist  leader  of  Italy 
WHAT:  II  Duce's  fez 
PRICE:  $99,000  (1989) 


How  to  Marry  a  Millionaire 

In  September  an  anonymous  self-described  "spectacularly  beautiful"  25-year-old  woman  made  it  known  on  Craigslist 
that  she  wanted  to  snag  a  rich  husband  ("marriage  only!").  She  was  soon  transformed  into  a  world- renowned  gold 
digger  when  a  sarcastic  Wall  Streeter  responded  to  her  post  anonymously,  using  financial  terms  to  prove  that  her 
beauty-for-money  offer  was  a  "crappy  business  deal."  The  sparring  swiftly  took  on  viral  wings,  rehashed  on  countless 


blogs  and  Web  sites.  How  good  is  this  guy's  economics?  Not  great  by  our  reckoning. 


-Kiri  Blakeley 


"In  economic  terms  you 
are  a  depreciating  asset  and 
am  an  earning  asset." 


While  the  woman's  looks  may  indeed  fade  with 
time,  her  genes  could  deliver  beauty  dividends  in 
perpetuity  by  way  of  any  children  produced  with  the 
Wall  Streeter.  A  2005  study  found  that  attractive 
people  tended  to  earn  5%  more  than  their  not-hot 
colleagues.  Financially  successful  progeny  could 
bode  well  for  the  Wall  Streeter's  retirement  years. 


"I  was  taught  about 
efficient  markets.  I  find  it  hard  to 
believe  that  if  you  are  as  gorgeous 
as  you  say  you  are,  that  the  [rich 
husband]  hasn't  found  you." 


That's  because,  says  economist  Tyler  Cowen,  there  isn't  much  of  a 
market  for  beautiful  young  women  seeking  rich  husbands.  People 
tend  to  marry  those  with  a  common  socioeconomic  background. 
Therefore,  a  rich  man  would  look  for  a  woman  with  similar 
economic  assets,  who  would  also  make  a  good  wife  and  mother. 


"A  deal  that  makes 
sense  is  dating,  not  marriage, 
it  doesn't  make  good  sense  to 
buy  you,  so  I'd  rather  lease." 


According  to  The  Case  for  Marriage,  published  in 
2002,  married  people  are  better  off  financially, 
healthier  and  happier  than  their  single  counter- 
parts. This  goes  double  for  men,  where  numerous 
studies  show  that  men  who  "buy"  are  happier 
and  live  longer  than  men  who  "lease." 


"My  income  increases, 
but  it  is  an  absolutely 
certainty  that  you  won't  be 
getting  any  more  beautiful.  By 
35,  stick  a  fork  in  you!" 


These  days,  with  Botox,  cosmetic  fillers,  plastic  surgery  and  proper 
diet  and  exercise  a  woman  is  just  getting  started  by  35.  Doubtful 
even  this  arrogant  Wall  Streeter  would  stick  a  fork  in  Cameron  Diaz 
(35),  Jennifer  Lopez  (37),  Jennifer  Aniston  (38),  Julia  Roberts(40), 
Halle  Berry  (41),  Salma  Hayek  (41)  or  Demi  Moore  (44). 
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NOKIA  covers  the  globe,  but  its  phones  are  missing  in  the  U.S., 


Forbes 

NOVEMBER  12,  2007 


EVERY  DAY  900  MILLION  PEOPLE  HAGGLE,  GOSSIP,  FLIRT, 
laugh,  scream  and  cry  on  a  Nokia.  One  day  in  the  next  few 
months  Nokia  will  put  a  phone  into  the  hands  of  its  billionth 
customer.  McDonald's  and  Coca-Cola  can  claim  more  cus- 
tomers, but  the  experience  they  offer  is  a  bit  more  transient. 
You  don't  leave  home  without  your  phone.  If  you  judge  a  brand 
on  influence  or  reach,  Nokia  may  be  the  most  successful  brand 
in  history. 


Dominance  has  been  good  lately  to  Nokia.  The  Helsinki, 
Finland  firm  will  sell  430  million  handsets  this  year,  equal  to 
the  combined  volume  of  Motorola,  Samsung  and  Sony 
Ericsson.  Its  revenue  will  grow  30%  to  $76  billion,  with  prof- 
its (before  some  one-time  items)  probably  up  one-quarter  to 
$7.8  billion.  It  is  number  one  in  each  of  the  fastest-growing 
markets — China,  Southeast  Asia  and  India — and  its  global 
sales  and  manufacturing  are  so  well  honed  that  Nokia  takes 
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s  a  weakling  on  the  Web.  The  plan  to  change  all  that  is  afoot. 


JtkllWilJJ: 


80%  of  the  industry's  profit  on  38%  of  the  volume. 

From  his  sunny  conference  room  five  floors  above  a  blue 
inlet  of  the  Gulf  of  Finland,  Nokia's  chief  executive,  Olli-Pekka 
Kallasvuo,  can't  help  crowing.  "We  have  the  widest  portfolio  in 
the  industry  and  the  deepest  understanding  of  it,  as  opposed  to 
having  one  or  two  hit  products  at  a  time." 

There's  one  little  thing  missing  from  this  beautiful  picture: 
the  U.S.  market.  Walk  into  a  Verizon  store  in  the  U.S.  and  you'll 


find  one  or  two  Nokias.  At  Sprint,  zilch.  AT8cT  has  a  few  but 
proudly  displays  its  new  star,  the  Apple  iPhone.  T- Mobile  has  a 
bunch,  but  its  a  distant  fourth  in  subscribers.  What  the  heck 
happened?  North  Americans  consume  160  million  phones  a 
year,  roughly  in  line  with  China.  Nokia  used  to  sell  one  of  every 
three  as  recently  as  five  years  ago.  Now  it  sells  one  in  ten  here. 

Investors  seem  to  have  forgiven  Nokia  for  the  hole  in  its 
footprint,  bidding  its  shares  up  76%  this  year.  But  Kallasvuo,  54, 
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Nokia 


Chief  Olli-Pekka  Kallasvuo,  with 
gadget,  at  Nokia's  Helsinki  offices. 


wants  and  needs  to  get  the  U.S.  market  back.  If  it  had  the  same 
share  of  the  U.S.  as  it  does  in  the  rest  of  the  world,  Nokia's  rev- 
enue would  be  $5  billion  higher.  "I'm  a  big  believer  in  market 
share,"  he  says.  "We  will  go  long  term  for  more." 

Nokia's  march  for  the  next  billion — in  customers  and 
revenue— is  requiring  yet  another  dramatic  reshaping  of  a 
company  known  for  metamorphosis.  In  its  142-year  history 
Nokia  has  made  rubber  boots,  paper  and  television  sets.  Now  it 
wants  to  be  an  Internet  company. 

There  are  1.2  billion  people  on  the  Internet.  It  took  12  years  to 
reach  that  milestone;  it  will  take  only  7  years  more  to  reach  the  next 
billion.  Most  will  be  in  developing  markets,  and  most  will  be  get- 
ting online  first  with  a  mobile  device,  very  likely  a  Nokia.  With 
such  customers  out  there  Nokia  has  a  historic  opportunity  to 
become  synonymous  with  the  Web  much  the  way  Google,  Yahoo 


and  Baidu  are  for  millions  now. 
"We  almost  have  an  obligation 
to  create  a  market  here,"  says 
Kallasvuo. 

Nokia  has  committed  S9  bil- 
lion over  the  past  two  years  to 
building  itself  into  a  consumer 
Web  media  company.  It  is  buying 
the  biggest  digital-map  database 
(agreeing  in  October  to  pay 
$8.1  billion  for  Navteq)  and  al- 
ready owns  Enpocket,  the  largest 
mobile  advertising  agency.  It  op- 
erates services  for  downloading 
music,  games  and  turn-by-turn 
navigation.  It  runs  the  consumer 
e-mail  service  for  dozens  of  car- 
riers worldwide  and  recently 
bought  a  Web  photo-  and  video- 
sharing  site  called  Twango.  Within 
five  years,  according  to  Credit 
Suisse  estimates,  Nokia's  revenue 
from  selling  mobile  maps  and 
music  could  total  $2  billion.  Start- 
ing Jan.  1  Nokia  will  reshuffle  the 
entire  company  to  create  a  new 
business  group  around  Internet 
services  and  software,  separate 
from  the  main  phone  business. 

The  shift  from  hardware  to 
services  is  fraught  with  peril. 
Nokia  failed  the  last  two  times  it 
tried  to  move  into  consumer 
services.  Five  years  ago  it  had  to 
shut  Club  Nokia,  an  effort  to  sell 
games  and  ringtones  directly  to 
consumers,  after  several  big 
European  operators  threatened 
to  boycott  Nokia  phones  in  their 
stores.  Nokia's  N-gage  mobile 
games  business  also  suffered  setbacks.  The  games  were  okay,  but 
the  game  device  looked  like  a  taco  when  held  up  to  the  ear  and 
sold  half  of  the  expected  6  million. 

In  August  Nokia  unleashed  a  new  online  brand  called  Ovi, 
Finnish  for  "door,"  through  which  it  will  sell  songs,  games  and 
maps  over  the  air  or  a  PC,  often  bypassing  the  wireless  carriers. 
Nokia  says  it  is  ready  to  work  with  all  carriers,  but  none  stood 
onstage  with  Kallasvuo  and  his  executives  at  the  Ovi  launch  in 
London.  Three  of  the  U.K.'s  biggest  carriers — T-Mobile,  Orange 
and  3 — have  said  they  won't  be  carrying  the  N81,  Nokia's  new 
phone  with  the  built-in  music-and-games  store,  this  holiday  sea- 
son. Only  Vodafone  in  the  U.K.  is  taking  preorders  for  the  N81. 
And  only  Spain's  Telefonica  has  gone  public  so  far  with  a  vague 
cooperation  agreement  with  Ovi. 

"Nokia's  Ovi  experience  still  has  improvement  to  be  done," 
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Name:  Bob  Davis 


Age:  36 


Occupation:  Consultant 


Phobia:  Losing  Receipts 


Passion:  MyScanSnap 


It's  a  snap  with  ScanSnap  and  Rack2-Filer. 


My  Fujitsu  ScanSnap  S5I0  scanner  turns  paper  into  profits.  With  the  touch  of  a  button  double-sided  documents 
f^Ufc^B   become  PDFs,  business  cards  become  contacts.  It's  easy  to  install  and  fits  perfectly  where  my  inbox  used  to  be. 

Plus  it  comes  loaded  with  the  software  you'll  need  including  Rack2-Filer",  the  revolutionary  e-filing  tool  from  Fujitsu. 
With  Rack2-Filer  store  your  documents  in  e-binders  for  easy  retrieval.  With  the  Fujitsu  ScanSnap  and  Rack2-Fi!er,  I'm  managing 
my  business  instead  of  managing  paper.  Visit  Fujitsu  at  http://us.fujitsu.com/scanners/D75l  and  tell  us  how  you'll  ScanSnap. 
You  might  win  a  $100  American  Express  gift  check. 


Adi/ance 

EXCHANGE 

Service  and  maintenance  option  also  available. 

Bundled  software  included  in  purchase  ($895  value) 


Adobe"  Acrobat'  8.0  Standard  ABBYY  FineReader'  for  ScanSnap 

CardMinder  3.0  "  ScanSnap  Organizer  3.1 

.(pilCf  (trial  version  only) 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


Insight 


TlgerDiPect.com  F^ation; 


PC  Connect  ion  PCMaU. 


©2007  Fujitsu  Computer  Products  of  America.  Inc.  All  rights  reserved.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Ltd.  Rack2-Filer  is  a  trademark  of  PFU.  Adobe  and  Acrobat  are  registered 
trademarks  of  Adobe  Systems  Incorporated  in  the  United  States  and/or  other  countries.  All  other  trademarks  are  the  property  of  their  respective  owners.  *  A  30-day  trial  version  of  Rack2-F iter  software  is 
bundled  with  the  Fujitsu  ScanSnap. 


BATTLE  TO  THE  TOP 


the  spear  tip  of  Nokia's 
distribution  network  in  China 
is  a  van  that  leaves  every 
afternoon  from  Zhuo  Zhou 
city  in  northern  China's  Hebei 
province.  The  van,  owned  by 
retail  shop  Shuang  You 
Communications,  heads  to  a 
nearby  village  and  parks  in 
front  of  the  town  hall.  A 
handful  of  young  men  and 
women  emerge,  armed  with 
brochures  supplied  by  mobile 
phone  makers.  Residents 
gather  round  as  the  village 
P.A.  system  encourages  them 
to  come  and  get  their 
phones  fixed  and  cleaned, 
and  maybe  download  a  ring- 
tone  or  two. 

Zhang  Wen,  a  56-year-old 
farmer  in  Yari  Lu  village,  likes 
to  hang  out  near  the  van  when 
it  arrives.  He  gets  his  phone 
tuned  up,  and,  like  many  in 
China,  he's  loyal  to  Nokia.  "My 
family  members  are  all  using 
Nokia,"  he  says.  "It's  a  very 
good-quality  hand  phone.  You 
can  drop  it  on  the  ground 
many  times  and  it  still  works." 

China  has  500  million 
wireless  subscribers,  tops  in  the 
world,  and  adds  another  6  mil- 
lion a  month.  China  is  also 
crucial  to  Nokia's  health.  It  is 


its  biggest  market  and  taught 
the  company  all  it  needs  to 
know  about  selling  in  the 
developing  world,  which  is 
where  most  of  the  growth  in 
wireless  is  coming  from. 

By  riding  along  with  small 
retailers  like  Shuang  You  to  the 
inland  cities  and  rural  areas  of 
the  country,  Nokia  has  over  the 
past  four  years  doubled  its 
revenue  in  China  to  $7  billion. 
It  should  sell  40%  of  the  ex- 
pected 170  million  new  phones 
sold  in  China  this  year,  more 
than  any  other  manufacturer. 

But  Nokia  learned  the  hard 
way,  says  Colin  Giles,  president 
of  Nokia  China.  Five  years  ago 
Motorola  was  tops  in  China, 
with  a  27%  share  to  Nokia's 
22%.  Domestic  players  such  as 
TCL,  Bird  and  Amoi  collectively 
accounted  for  19%  of  the  mar- 
ket. Nokia  and  Motorola  sold 
to  big,  national  distributors 
that  took  care  of  the  details. 
Nokia  covered  only  the  100 
biggest  cities. 

But  the  Chinese  firms  were 
chipping  away  in  the  smaller 
towns  and  villages,  building 
direct-sales  armies  to  work  with 
small  shops.  Customers  knew 
their  brands  because  the  same 
firms  had  made  their  televi- 


sions and  appliances.  And  the 
domestics  were  undercutting 
Nokia  and  Motorola  by  25% 
on  price.  "At  that  time  we 
really  didn't  know  what  to 
think,"  says  Giles.  "In  fact,  we 
were  running  blind." 

By  mid-2003  domestic 
brands  had  41  %  of  the 
market,  leaving  Nokia  and 
Motorola  in  the  mid-teens.  So 
Nokia  reacted,  and  did  so 
more  quickly  than  its  main 
rival.  Within  18  months  it  cut 
its  national-distributor  partners 
from  8  to  3,  but  added  40 
provincial  distributors  as  well 
as  its  own  direct-sales  force  of 
5,000.  Nokia  also  created  a 
couple  of  handsets  just  for 
China,  the  6108  and  3108, 
which  use  stylus  input  to 
handle  written  Chinese 
characters.  Today  Nokia 
reaches  more  than  2,000  cities. 
During  peak  holidays  its  sales 
force  balloons  to  15,000. 

Domestic  brands  still 
account  for  40%  of  sales  in 
China,  but  Nokia  has  a  third  of 
the  market,  and  Motorola 


Chinese  consumers  check  out 
phones:  40%  of  all  phones  sold 
in  China  are  Nokia's. 

never  recovered.  Gartner 
analyst  Sandy  Shen  blames 
Motorola's  woes  on  its  poor 
execution,  management 
changes  and  a  lack  of  a  decent 
follow-up  to  the  RAZR.  Giles  is 
quick  to  point  out  that  being 
a  Finnish  company  has  helped 
Nokia  in  China,  too.  "The 
government  sees  us  as  a  very 
neutral  company  to  work 
with,"  he  says. 

Nokia  will  open  its  new 
China  campus  for  2,000  white- 
collar  employees  next  to  its 
185-acre  Beijing  factory  at 
Xingwang  Industrial  Park, 
already  a  model  for  newer 
factories  in  India  and  Hungary. 
In  October  it  doubled  the  size 
of  its  Dongguan  factory.  Buses 
shuttle  some  4,500  employees 
every  day  into  Xingwang.  They 
share  a  collegelike  cafeteria, 
grocery  shop  and  a  gym,  with 
personal  trainers — all  of  which 
are  open  to  suppliers,  too. 

— Jessica  Tan 


says  Yves  Maitre,  the  senior  vice  president  for  devices  for  Orange, 
the  pan-European  wireless  network  owned  by  France  Telecom. 
"Customers  want  one  content  offering,  one  service.  We  think 
Orange  is  the  best  footprint  in  Europe." 

"Of  course  I  am  sticking  my  neck  out  here,"  says  Kallasvuo. 
"This  is  new,  but  it  is  something  that  is  new  to  everybody.  I  have 
to  prove  this  will  work." 

Meanwhile,  Yahoo  and  Google  are  busily  scoring  deals  to  embed 
their  services  with  the  worlds  biggest  carriers.  Yahoo  has  eight 
operators  in  17  countries  signed  up  to  use  its  new  mobile  search 
application,  oneSearch.  Google  has  a  deal  to  deliver  YouTube  videos 
to  Vodafone  and  is  now  serving  its  AdSense  search  ads  on  phones 
worldwide.  Motorola  is  already  ensconced  as  a  big  seller  of  full- 
track  music  in  China  and  is  expanding  that  service  to  India.  And 
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soon  we'll  have  the  Google  phone,  which  will  be  manufactured  by 
others  but  will  include  a  Google  operating  system,  browser,  search, 
e-mail  and  video.  Google  will  encourage  hundreds  of  outside 
developers  to  write  new  software  for  these  phones.  Instead  of  com- 
peting with  four  big  hardware  companies,  Nokia  may  shortly  have 
to  compete  with  dozens  of  little  ones.  One  search -industry  execu- 
tive saw  an  early  Google  phone  model  made  by  a  Shanghai  firm 
called  E28.  In  July  Google  vowed  to  bid  S4.6  billion  on  the  upcom- 
ing auction  of  the  valuable  700-megahertz  wireless  spectrum  if  the 
Federal  Communications  Commission  guaranteed  the  right  of  con- 
sumers to  use  the  device  of  their  choice  on  any  wireless  network, 
and  download  any  application  to  that  device.  Google  also  wanted 
the  FCC  to  open  up  these  700-megahertz  networks  to  resellers  and 
allow  any  Internet  service  to  connect  with  them.  Later  that  month 
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We  know  what  it  takes  to  be  a  Tiger. 

According  to  our  landmark  research  on  leaders  in  35 
industries,  high  performers  consistently  excel  at 
translating  information  into  business  value,  particularly 
through  the  strategic  use  of  IT.  For  an  in-depth  look 
at  our  study  of  and  experience  with  high  performe 
visit  accenture.com/research 
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Nokia 


the  FCC  endorsed  the  first  two  principles  but  forbade  the  latter  two. 

The  innovation-choking  monopoly  that  wireless  carriers 
have  on  hardware,  services  and  content— especially  in  the  U.S.— 
is  starting  to  crack.  Cheap,  fast  Wi-Fi  networks  are  starting  to 
encroach  on  pricey,  slow  cellular  nets.  T- Mobile,  using  a  Nokia 
phone,  is  allowing  customers  to  hop  between  Wi-Fi  and  cellular. 
Apple  has  just  proved  that  a  hardware  maker  could  wrest  control 
from  a  carrier,  in  this  case  AT&T,  and  dictate  how  and  where  a 
buyer  could  activate  a  phone  and  what  would  go  on  the  devices 
home  screen. 

In  Europe  and  Asia  people  buy  the  coolest,  most  feature- 
packed  mobile  they  can  afford  and  then  pick  a  network  to  use  it 
on.  In  the  U.S.  consumers  buy  whichever  phones  the  guy  at  the 
network  store  gives  away  for  a  two-year  contract.  U.S.  operators 
have  created  little  incentive  for  manufacturers  to  innovate 
because  they  dictate  every  specification  of  the  phones  they  sell 
from  how  they  flip  open  to  what  appears  on  the  home  screen. 
This  is  why  Nokia  sells  phones  at  a  higher  average  price  in  poorer 
countries  like  China  than  it  does  in  the  U.S.  Outside  the  U.S. 
Nokia  sells  half  of  its  phones  through  retail  shops  run  independ- 
ently of  the  operators. 

With  consumers  demanding  better  devices  and  more  free- 
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dom  to  range  among  networks,  Nokia  has  a  bit  less  to  fear  from 
spiteful  carriers  who  may  see  it  as  a  threat.  But  pushing  into 
software  is  not  a  choice,  at  least  not  if  Nokia  wants  to  remain  a 
growth  company.  Growth  in  handset  sales  is  destined  to  slow 
from  21%  in  the  past  few  years  to  10%  next  year.  (Web  usage  will 
rise  regardless  thanks  to  PC  sales  in  Asia  and  consumers  there 
finally  activating  the  Web  on  their  phones.) 

Nokia  already  has  half  of  the  worlds  so-called  smart  phone 
market  and  a  following  of  3.4  million  developers  writing  for  its 
mobile  software  platforms.  (Okay,  most  of  them  are  volunteers; 
but  that's  what  Linus  Torvalds  was  once.)  It  has  opened  up  its  S60 
platform  to  those  who  want  to  create  Web  applications,  show 
YouTube  videos  or  add  touch-screen  functions.  Apple  is  now 
courting  developers  for  the  iPhone,  too. 

Kallasvuo  welcomes  all  comers,  especially  rivals  like  Research 
In  Motion  and  Apple,  the  latter  of  which  has  done  more  than  any 
competitor  to  teach  consumers  (in  the  U.S.  at  least)  that  they 
should  expect  more  excitement  from  a  mobile  device  than  a  flip- 
top  and  a  $39  price.  But  first  he  also  has  to  win  back  the  U.S.,  a 
market  Kallasvuo  knows  well,  having  run  Nokia's  North 
American  operation  in  the  late  1990s.  Recapturing  the  U.S.  will 
do  at  least  two  things:  one,  weaken  an  already  wounded  Motorola 
so  deeply  it  may  never  heal  again;  and  two,  prove  that  Nokia  is 
pragmatic  enough  to  make  and  sell  phones  the  way  Americans 
were  taught  to  buy  them — even  if  the  Finns  secretly  believe  it's 
backward  and  silly. 

Nokia's  refusal  to  tailor  its  phones  for  U.S.  carriers  was  the 
biggest  reason  its  market  share  in  the  U.S.  dropped  from  33%  in 
2002  to  10%  today.  It  was  so  caught  up  with  selling  millions  of 
candy-bar-shaped  phones  that  it  got  passed  by  Samsung,  LG  and 
especially  Motorola's  RAZR,  which  became  everyone's  middle-of- 
the-road  clamshell  phone.  "Nokia  developed  global  standards 
and  global  phones  and  tried  to  force-feed  those  products  around 
the  world,"  says  Steven  McGaw,  the  AT&T  senior  vice  president 
for  purchasing,  who  buys  $18  billion  of  equipment  per  year. 

"We  had  our  head  in  the  sand  about  the  fact  that  the  U.S. 
would  evolve  more  toward  the  global  market,"  says  Nokia  Chief 
Financial  Officer  Richard  Simonson.  Rather  than  wait  for  the 
U.S.  to  change,  Kallasvuo  got  pragmatic  and  led  Nokia  to  change. 
"He's  a  realist.  He's  unusual  for  a  CEO  in  that  he  keeps  his  ego  in 
check,"  says  EMC  Chief  Executive  Joseph  Tucci,  who's  had 
Kallasvuo  on  his  board  since  2004. 

Right  after  his  promotion  from  president  to  chief  executive 
Kallasvuo  called  up  AT&T  then  chief  executive  Edward  Whitacre 
and  chief  operating  officer  Randall  Stephenson  for  a  meeting  at 
AT&T's  offices  in  Texas.  Since  then  he's  come  to  the  U.S.  at  least 
once  a  month.  Kallasvuo's  predecessor,  Jorma  Ollila,  visited  U.S. 
network  honchos  perhaps  once  every  three  or  four  months. 
Nokia  also  moved  its  finance,  personnel  and  technology  chiefs 
from  Helsinki  to  White  Plains,  N.Y.  last  year. 

Last  summer  Nokia  converted  its  entire  200-person  San  Diego 
engineering  center  to  make  phones  for  AT&T,  an  unprecedented  shift 
on  its  part  to  serve  a  single  carrier.  AT&T  was  skeptical  the  commit- 
ment would  last.  But  the  first  fruit  of  the  two  companies'  coopera- 
tion has  emerged,  the  Nokia  6555.  It's  no  design  breakthrough,  but 
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it  suits  AT&T  just  fine,  with  a  smooth-backed  clamshell  design  that 
works  on  AT&T's  new  high-speed  network.  All  that  for  $49,  with  a 
two-year  contract  and  a  mail-in  rebate.  "We  couldn't  get  to  that  price 
without  Nokia  being  very  aggressive  in  promotion  and  ad- 
vertising dollars,"  says  AT&T's  McGaw.  "They  will  be  a  very 
material  part  of  our  portfolio  through  2008." 

Nokia  is  working  its  way  back  into  Verizon's  good 
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will  work  with  the  carrier's  chosen  technology,  code- 
division  multiple  access  (CDMA).  They'll  be  co- 
designed  by  Nokia  but  manufactured  entirely  by  the 
Asian  firm.  It's  another  pragmatic  change.  Nokia  has 
long  taken  pride  in  its  do-it-yourself  manufacturing, 
assembling  75%  of  its  phone  production.  Motorola,  in 
contrast,  assembles  50%  of  its  phones.  The  first 
Nokia- Verizon  phones  will  be  out  in  2008. 

Nokia  last  year  opened  a  software  research  center 
in  Palo  Alto,  Calif,  and  injected  $200  million  into  a 
Silicon  Valley  venture  fund,  Nokia  Growth  Partners, 
which  is  seeding  wireless  startups.  One,  called  Vollee, 
streams  videogames  to  high-speed  phones,  which 
makes  for  graphics  and  game  play  almost  as  rich  as 
you'd  see  on  a  living-room  console.  Another,  called 
Kyte,  created  an  addictive  tool  for  anyone  to  produce 
and  broadcast  interactive  video  and  photo  channels 
to  and  from  a  PC  or  mobile  phone. 

At  the  Palo  Alto  research  center  one  of  the  coolest 
ideas  is  Point  and  Find.  It's  like  a  Google  for  the 
physical  world.  In  a  room  at  the  lab  a  researcher 
picks  up  a  Nokia  N75  and  aims  the  phone's  camera  at 
a  red  shoe,  and  immediately  the  phone  retrieves  from 
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the  Web  information  about  nearby  shoe  stores.  Aim  at  a  picture 
of  an  AT&t  Wireless  store  and  up  pops  that  store's  operating 
hours.  Several  Bollywood  studios  in  India  are  setting  up  a  trial 
this  fall  in  which  phone  owners  can  aim  at  a  movie  poster  and 
download  ringtones  based  on  songs  from  those  films. 

With  those  billion  customers  walking  around  with  radios 
in  their  hands  Nokia  has  the  chance  to  tap  into  the  world's 
largest  location-aware  network.  The  biggest  step  toward  that 
was  last  month's  $8.1  billion  all-cash  deal  for  Navteq,  which  cre- 
ated the  digital  map  data  used  by  Yahoo,  Google,  Garmin  and 
countless  others.  Nokia  plans  to  continue  licensing  the  map 
data  to  all  of  Navteq's  customers  but  wants  control  of  the  data  to 
begin  developing  location  services  and  targeted  advertising. 
Already  Navteq  data  has  spawned  applications  for  finding  park- 
ing spots,  friends  in  the  area  and  homes  for  sale.  It  also  owns 
Traffic.com,  the  biggest  reseller  of  real-time  traffic  information. 
Nokia  already  sells  city  guides  over  the  air  for  $11  apiece  and 
sells  upgrades  to  turn-by- turn  navigation  for  $12  a  month,  equal 
to  Verizon's  VZ  Navigator  and  less  than  what  France's  Orange 
charges.  Its  search  application,  which  allows  users  to  call  a 
restaurant  or  hotel  directly  from  the  search  results  or  text  the 
location  to  a  friend,  has  been  downloaded  1.5  million  times  so 
far  and  will  soon  carry  ads  served  from  its  own  ad  network. 
"Offering  virtual  presence  is  the  most  powerful  opportunity  any 
company  has  ever  had,"  says  Anssi  Vanjoki,  Nokia's  executive 
vice  president  for  multimedia. 

No  mobile  company  will  ever  know  more  about  how  people 
use  phones  than  Nokia.  Soren  Petersen,  Nokia's  senior  vice 
president  in  charge  of  sales  of  its  lowest-price  phones,  often 
takes  groups  of  80  employees  into  homes  in  rural  China,  Africa 
and  Southeast  Asia  to  see  how  they  live  with  Nokia  mobiles. 
Peterson  stays  with  people  who  are  semiliterate,  so  he  goes  back 
to  the  product-development  groups  and  makes  sure  they  are 
designing  phones  with  address  books  that  use  symbols  like 
snakes  and  soccer  balls  instead  of  names.  He  stays  in  hotels  in 
India  and  Bangladesh,  where  the  power  often  goes  out,  so  he 
goes  back  and  confirms  that  Nokia  should  put  a  flashlight  into 
the  new  Nokia  1 100.  He  stays  with  families  who  earn  a  few  dol- 
lars a  month,  so  he  makes  sure  the  new  Nokia  1200  has  multi- 
ple address  books  so  a  struggling  family  can  share  one  phone. 

A  lot  can  go  wrong  with  Nokia's  services  push,  from 
overpaying  for  Web  technologies  to  alienating  its  biggest 
customers,  the  carriers.  But  the  dogged  Kallasvuo  likes  his 
chances.  He  showed  up  to  play  some  tennis  on  a  cool  July 
morning  at  a  public  court  in  the  woods  outside  Helsinki. 
Strapped  into  a  thick  knee  brace,  a  battered  blue  ball  cap 
yanked  low  on  his  head,  the  Finn  chuffed  along  the  baseline, 
chasing  down  balls  with  his  choppy  ground  strokes.  After  los- 
ing the  first  set  6-1,  he  confessed  to  his  younger  opponent  that 
his  golf  was  better.  "So  maybe  I  should  let  the  boss  win?"  said 
the  player  across  the  net.  Kallasvuo  lowered  his  racket. 

"It  does  not  matter;  I  will  win  in  the  end  anyway."  And  for 
the  next  20  minutes  his  play  got  steadier  and  his  passing  shots 
deadlier.  When  time  ran  out,  and  Kallasvuo  had  to  get  to  work, 
he  was  up  3-2  in  the  second  set.  F 
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BlackBerry  Curve — Apple  iPhone 

$300  and  $400 


THE  CURVE  IS  BY  FAR  THE  BEST  BLACKBERRY  I'VE  EVER 
used,  maybe  the  best  one  Research  In  Motion  has  ever 
made.  Like  its  predecessors,  it's  a  fantastic  e-mail  device 
and  a  good  phone,  too.  Unlike  its  predecessors,  which  were  the 
sensible  shoes  of  smart  phones,  the  Curve  is  sleek  and 
lightweight,  takes  pictures  and  plays  music  and  videos. 

But  the  biggest  tribute  I  can  pay  to  my  Curve  is  that  even 
after  Apple  sent  me  an  iPhone  to  test,  I  still  liked  the  Curve 
more.  Which  is  weird,  because  I'm  a  huge  Apple  fan  and  I'd  been 
coveting  an  iPhone  since  its  debut.  It's  more  glamorous  than  the 
Curve.  It  turns  heads.  And  it's  better  at  media  than  the  Curve. 
On  a  recent  trip  to  California  I  watched  Chinatown  on  the 
iPhone.  When  I  landed,  my  sister-in-law  was  able  to  flick 
through  the  photos  of  her  niece  and  nephew  on  the  touchscreen, 
a  feature  that  is  cool,  to  be  sure,  but  also  supremely  useful. 


Yet  I  found  myself  grabbing  the  Curve  far  more  often  than 
the  iPhone  on  the  way  out  of  the  house.  Why?  The  iPhone  sim- 
ply doesn't  handle  e-mail  as  well  as  the  BlackBerry.  Its  virtual 
keyboard  is  inferior  to  the  real  keyboard  on  my  BlackBerry. 
Without  Wi-Fi  its  browser  is  slower  than  the  Curve's,  and  its 
camera  lacks  a  flash.  Maybe  it's  a  function  of  being  middle-aged, 
but  these  days  having  the  coolest  new  gadget  isn't  as  important 
as  having  what's  more  practical.  It's  the  same  reason  that  I  love 
my  boring  but  unbreakable  Subaru  Legacy  wagon  better  than 
the  finicky  Audi  S4  sports  sedan  it  replaced. 

But  when  Apple  shut  off  the  service  on  my  demo  iPhone,  I 
was  heartbroken.  My  fling  was  over.  It  occurred  to  me  that  what 
I  really  want  is  both  the  Curve  and  the  iPhone.  Someday 
someone  will  combine  their  strengths  into  a  single  unit.  When 
that  happens,  I'll  be  first  in  line.  — Daniel  Lyons 
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Sit  back  and  relax  in  the  8-way  power  adjustable*  lap  of  luxury.  Enjoy 
the  spacious  and  well-appointed  interior  with  available  Infinity®  audio 
system.  And  rest  assured,  with  the  safety  of  8-standard  airbags  and 
available  Electronic  Stability  Control  plus  the  power  of  a  264-hp  V6 
engine  and  Sportmatic®  transmission,  your  ride  will  feel  as  good  as  it 
looks.  For  more,  visit  kia.com.  Starting  at  $26/195.* 


'Warranty  is  a  limited  powertrain  warranty.  For  details,  see  retailer  or  go  to  kia.com.  'Standard  on  driver's  seat  only.  *MSRP  for  base  model  is  $26,195,  including  $700  freight,  excluding  taxes,  title.  Iicense..options  and  retailer 
charges.  Model  shown  with  optional  features  costs  more.  Actual  prices  set  by  retailer. 
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Fujitsu  Diplomat  Carrying  Case 

•  Compatible  with  the  entire  line  of  Fujitsu  notebooks 

•  Features  five  spacious  compartments  for  storage 
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Upgrade  from  Acrobat  Standard  $149.99  CDW 1029708 
Upgrade  from  Acrobat  7  Professional  $149.99  CDW  1029707 
Full  version  $425.99  CDW  1029706 


CDW  1297138 


Adobe 


Licensing  available' 


Core"2  Duo 

inside" 


$1599 

CDW  1283786 


99 


FUJITSU 


Fujitsu  LifeBook®  T2010  Tablet  PC 

•  Intel®  Centrino®  Duo  Processor  Technology 

-  Intel*  Core"  2  Duo  Processor  U7500  (1.06GHz) 

-  Intel®  Wireless  WiFi  Link  4965AGN 

•  Memory:  1GB 

•  60GB  hard  drive 
•12.1"  WXGA  display 

•  Windows®  XP  Tablet  PC  Edition 


ViewSonic®  PJ358 

•  2000  ANSI  lumens  XGA  projector 

•  Easy  to  transport  -  weighs  only  3.9  lbs. 

•  Three-year  parts  and  labor  warranty,  first-year 
Express  Exchange"  and  one-year  lamp  warranty 

$829.99  CDW  1131452 


Fujitsu  LifeBook  57110 


•  Intel®  Centrino®  Duo  Processor  Technology 

-  Intel®  Core"  2  Duo  Processor  T5500  (1.66GHz) 

-  Intel®  PRO/Wireless  3945  Network 
Connection  (802:11  a/b/g) 

•  Memory:  1GB 
•DVD±RW  drive 

•  14.1 "  XGA  Crystal  View  display 

•  Windows  Vista  "  Business  Edition 


FUMTSU  $1459" 

'  CDW  1183168 


Actual  product 
not  shown 


Fujitsu  Modular  Bay  Battery 

•  Six  -cell,  lithium-ion  battery 

$149.99  CDW  977770 


FUJITSU 


We're  there  with  the  technology  solutions  you  need. 

With  the  benefits  of  today's  improved  technology,  there's  never  been  a  better  time 
to  upgrade  your  systems.  At  CDW,  we're  there  with  a  dedicated  personal  account 
manager  who  has  all  the  notebook  knowledge  you  need  to  help  you  become  more 
efficient  in  the  office.  And  with  best-of-breed  products  from  the  top  names  in  the 
industry,  you  not  only  get  what  you  need,  you  get  it  whenever  you  need  it.  So  call  CDW 
today  and  get  the  technology  you  need  to  make  the  most  of  your  day. 


Gadgets  We  Love 
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Jawbone  Headset 

$120 


THE  RED  ONE  IS  A  CANDY  APPLE  FERRARI,  THE  SILVER  A 
Maserati.  Bui  the  black  one,  that's  my  little  black,  dress.  And 
it  goes  perfectly  with  my  hot  pink  cell  phone. 
I'm  talking  about  the  Jawbone  Bluetooth  headset  made  by 
Aliph.  Its  founders  recruited  sound  experts  to  write  a  noise- 
canceling  algorithm  and  designer  Yves  Behar  to  create  the  exte- 
rior. The  result  is  a  fashion  accessory  that  camouflages  two 
miniature  microphones,  a  voice  sensor  and  some  seriously  smart 
software.  The  Jawbone  listens  for  every  possible  sound.  Any- 
thing that's  not  my  voice  gets  muted.  The  system  adjusts  itself 
500  times  per  second.  In  my  car,  on  the  street  or  at  a  windy 
beach,  my  calls  sound  almost  as  clear  as  if  I  were  in  my  office. 

The  Jawbone  is  so  minimalist  that  there  are  no  visible  but- 
tons. The  shell  is  divided  into  (wo  panels  that  perform  differ- 
ent functions  when  you  push  them  in  the  right  places.  It's  easy 
to  forget  which  to  press,  how  many  times  and  for  how  long— 
a  drag  when  you  are  driving.  But  the  Jawbone  has  become  the 
new  status  accessory  in  Silicon  Valley.  At  a  recent  catered  affair, 
an  industry  pundit  wore  his  Jawbone  all  through  dinner.  He 
was  lucky  to  be  dining  with  geeks.  My  grandmother  would 
never  let  him  get  away  with  that,  no  matter  how  stylish  the 
earpiece.  —Erika  Brown 


B 


Atrio  Earbuds 

$200 

RUSHWORK  ON  CYMBALS,  A  SAX  PLAYER  BREATHING 
between  notes,  a  guitarist  scraping  acoustic  steel  strings. 
Sonic  details  like  these  are  what  makes  recorded  music 
sound  like  the  real  thing.  But  you  won't  get  near  the  truth  with 
those  demotic  white  earbuds  that  come  with  your  iPod,  even  if 
they  stay  in  your  ear. 

Serious  music  listeners  pay  $800  for  custom-fit  plugs  like 
the  Ear  Monitors  from  Future  Sonics.  If  you  can  spend  that 
much  on  headphones,  be  my  guest.  In  May  f  uture  Sonics  came 
down  a  bit  with  the  Atrio  Series  model,  which  costs  $200.  Still 
pricey,  but  they  make  [Pod  headphones  sound  like  they're 
plugged  into  a  transistor  radio.  I  hear  details  I  didn't  know 
existed,  with  great  separation  of  instruments,  even  on  record- 
ings that  I've  listened  to  hundreds  of  times  on  good  stereo 
systems. 

The  Atrio  buds  come  with  a  set  of  silicone  and  foam  sleeves 
so  you  can  adapt  their  fit.  The  idea  is  to  form  a  tight  seal  in  the 
ear  so  that  you  block  out  ambient  noise  and  enjoy  your  music 
at  lower  volume  levels.  They're  so  comfortable  that  I  forget  I 
have  them  in.  The  music  just  seems  to  be  there. 

—Daniel  Lyons 
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Years  fly. 

Moments  last  forever. 


Four  Seasons 


When  life  feels  perfect. 


Contact  vour  TRAVEL  consultant, 

VISIT    WWW.FOURSF.ASONS.COM    OR    IN    THE    U.S.    CALL  1-800-474-5806 


Gadgets  We  Love 


Satellite  Radio 


Internet  Radio 

a 

Library 

fTSfl 


SlingboxAV 

$130 


FOR  FANS  LIKE  ME  THE  ONLY  THING  WORSE  THAN  THE 
Yankees  getting  knocked  out  of  the  playoffs  is  not  being 
able  to  watch  the  Yankees  getting  knocked  out  of  the 
playoffs.  Fortunately,  Sling  Media's  Slingbox  shares  your  home 
cable  or  satellite  TV  subscription  over  the  Internet,  meaning 
you  never  have  to  miss  a  game  again. 

I'm  one  of  those  guys  who  goes  all-in  on  his  television 
watching:  600  channels,  digital  video  recorder,  on-demand 
movies.  And  if  I'm  going  to  pay  an  arm  and  a  leg  for  all 
that  entertainment,  I  want  it  available  whether  I'm  at  home 
in  front  of  the  tube  or  across  the  country  traveling  on 
business. 

The  adorably  squat  little  Slingbox  AV  plugs  into  both  my 
cable  TV  and  home  Internet  connection.  With  the  included 
SlingPlayer  software  installed  on  a  laptop,  I've  been  able  to 
watch  live  TV  or  recorded  shows  off  my  DVR  anywhere  from 
a  hotel  room  in  San  Francisco  to  a  bench  in  Brooklyn's 
Prospect  Park.  If  you  have  a  hi-def  tuner  at  home,  Sling  Media 
can  set  you  up  with  a  slightly  more  expensive  player  that 
handles  HD  feeds.  And  the  separately  sold  SlingPlayer  Mobile 
software  ($30)  can  even  beam  TV  right  to  your  cell  phone. 

— David  Ewalt 


Sirius  Stiletto  2 

$350 


TWO  YEARS  AGO  I  URGED  MUSIC  FANS  INTERESTED  IN 
infinite  choice  to  give  away  their  iPods  and  get  the  Sirius 
Satellite  Radio  S50  portable  player.  A  gazillion  iPod  sales 
later,  I  get  that  you  didn't  listen  to  me.  Maybe  now  you  will. 
Sirius  just  delivered  a  vastly  improved  portable  player  called  the 
Stiletto  2.  It  rocks. 

Sirius'  old  portable  players  were  chunky  and  never  quite  got  a 
clean  signal  while  you  were  walking  around  with  them.  The 
Stiletto  2  is  only  a  tiny  bit  thicker  than  a  RAZR  phone,  and  its  Altec 
Lansing  headset  antenna  picks  up  a  clean  signal  on  the  go.  If 
you're  indoors  and  within  range  of  an  open  Wi-Fi  network,  the 
Stiletto  2  can  also  grab  Sirius  over  the  Internet.  You  can  pause  and 
rewind  live  broadcasts,  and  record  up  to  100  hours  of  continuous 
shows  but,  thanks  to  music  industry  restrictions,  only  10  hours  of 
individual  songs.  The  Stiletto  comes  with  2  GB  of  memory,  but 
you  can  slip  in  a  bigger  card  to  load  it  up  with  music  from  your 
PC.  The  player  has  a  smooth  scroll  wheel  in  the  front;  the  back  is 
coated  in  "soft  touch"  paint  for  a  luxurious  feel.  Cool  trick:  When 
scrolling  through  stations,  a  voice  reads  each  one's  name,  with  a 
twang  for  Classic  Country  or  a  snarl  for  Hair  Nation.  Sirius 
subscribers  will  have  to  pay  $7  a  month  more  to  add  the  Stiletto  2 
to  their  lives.  Small  price  for  progress.  — Bruce  Upbin 
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©  TURN  TALK  INTO  TYPE  FOR  ONLY  $99" 


"Dragon  is  the  best  consumer  tool 

available  for  digital  dictation." 


CNET,  8/17/06 
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Homestar  Planetarium 

$199 

■  LIKE  TO  BRAG  ABOUT  THE  VIEW  OVER  TOKYO  FROM  MY 
I  roof  terrace,  shimmering  skyscrapers  by  day  and  hundreds  of 
m  blinking  roof  lights  by  night.  The  sky  above,  though,  is 
nothing  to  boast  about.  Only  a  handful  of  the  brightest  stars  can 
burn  through  the  city's  orange  halo. 

For  frustrated  urban  stargazers  Japanese  toy  and  computer 
game  maker  Sega  Sammy  has  come  up  with  a  living  room 
planetarium:  the  melon-size  Homestar  projector,  invented  by 
Takayuki  Ohira,  a  self-taught  planetarium  builder.  It's  been  sold 
in  the  U.S.  since  September  and  has  yielded  Sega  $21  million  in 
revenue  in  Japan  since  it  went  on  sale  two  years  ago. 

I  sat  one  on  a  table  in  the  middle  of  the  room  and  plopped  its 
star  slide  into  the  small  drawer  on  the  side  of  the  projector.  When 
I  gave  the  thumbs  up,  my  wife  turned  out  the  lights.  "That's  not 
very  good,  is  it?"  she  groused,  pointing  to  the  white  smudge  of 
light  on  the  ceiling.  A  bit  of  fiddling  later,  I  discovered  the  focus 
wheel  and  that  blur  sharpened  into  the  Milky  Way.  A  switch  in 
the  back  made  the  image  slowly  rotate. 

Sega  claims  the  machine  can  throw  out  10,000  points  of  light, 
as  many  as  you  can  make  out  on  a  clear  night  with  bare  eyes. 
Heavy  drapes  help  a  lot.  It's  not  a  match  for  a  moonless  night  on 
a  tropical  beach,  but  it  beats  the  view  from  my  roof. 

—  Jim  Kelly 


Fritschi  Diamir  Freeride  Plus 

$425 

mtmmmmmmmmmmmBmmmmmmmmmmmmBtmmmmmmmmmmmmmmmmmmmmmmmm 

SKIERS  LUSTING  FOR  VIRGIN  POWDER  NEED  ONE  OF  TWO 
things:  a  helicopter — which,  at  $100  per  run,  is  beyond  my 
budget — or,  the  alternative,  a  touring  binding  that  comes 
with  a  free  heel  so  you  can  climb  up  mountains  outside  the 
resort.  Alpine  touring  bindings  then  let  you  lock  in  to  fully  enjoy 
the  downhill  fruits  of  your  ascending  labors. 

Until  recently  touring  bindings  didn't  come  burly  enough  to 
handle  daily  resort  skiing.  So  skiers  like  me,  who  spend  as  much 
time  in-bounds  as  they  do  trekking  out,  needed  two  sets  of  boots, 
bindings  and  skis.  That  makes  for  cumbersome  luggage  and 
expensive  off-seasons.  The  Fritschi  Diamir  Freeride  Plus  bind- 
ing, however,  puts  a  stop  to  the  madness.  For  $425  you  get  a 
binding  that  can  handle  the  torque  of  alpine  boots  cranking 
through  a  Teton  chute  while  also  offering  a  free  heel  so  you  can 
jaunt  into  Jackson  Hole's  backcountry  in  search  of  fresh  powder. 

With  the  Freeride  I  have  trekked  across  the  Alps  from 
Chamonix  to  Zermatt,  spending  more  time  going  up  than  down, 
and  I  have  spent  seven-hour  days  doing  downhill  laps  using 
Snowbird's  125-person  tram  in  Utah — all  on  one  set  of  skis. 
Diamir  makes  a  cheaper  model,  but  experts  should  get  the  Plus. 
You  can  push  them  as  hard  as  you  want,  outside  of  a  World  Cup 
GS  race.  — Christopher  Steiner 
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It's  more  than  an  MFP.  It's  a  portal  to  effortless  growth. 


The  MX-Series  with  Sharp  OSA™  technology. 

The  MX-Series  is  your  portal  to  a  world  of  information.  Now  you  can  retrieve  documents  from 
your  network  and  search  the  internet  right  from  the  MFP,  thanks  to  the  revolutionary  Sharp 
OSA  technology.  Sharp  OSA  enabled  MFPs  customize  to  the  way  you  work,  so  they  grow 
with  your  business.  No  wonder  Sharp  MFPs  won  BLI's  "Color  Copier  Line  of  the  Year"  and 
"IT-friendly"award  in  2006. The  MX-Series  is  more  than  a  multifunction  product,  it's  a  multifunction 
portal.  To  learn  how  Sharp  MFPs  can  improve  your  productivity,  visit  sharpusa.com/documents 

WORK  WITHOUT  LIMITS 


iGtanrJmg 
Business  Color 
MFP  Lrw  of  2006 


r^c  a  ; 

Sharp  Open  Sysie  -  Architecture 
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Ford  Sync 

$395 


Y  FRIEND  LAURA  HOPPED  INTO  MY  CAR  FOR  OUR 
hourlong  car  pool.  I  nonchalantly  asked  if  she  liked 
K.D.  Lang.  She  did,  so  I  pushed  a  button  on  the  steer- 
ing wheel  of  the  2008  Ford  Focus  I  was  driving  and  com- 
manded, "Play  artist  K.D.  Lang."  Obediently,  the  car  replied, 
"Playing  artist  K.D.  Lang,"  and  her  song  "Big  Boned  Gal"  came 
blasting  through  the  speakers.  If  only  my  kids  were  this  compli- 
ant. A  few  minutes  later  the  cell  phone  rang.  I  started  to  fumble 
for  my  purse,  then  remembered  I  could  push  a  different  button 
on  the  steering  wheel  and,  voila,  I  was  talking  to  my  husband. 

This  is  Ford's  new  Sync  technology,  designed  by  Microsoft,  and 
its  a  thrill.  It  wirelessly  connects  with  music  players  and  Bluetooth- 
enabled  phones  so  I  can  chat  up  friends  and  play  deejay  hands- 
free.  When  a  text  message  comes  in,  Sync  pauses  the  music  and 
reads  it  to  you.  Its  voice  recognition  has  room  for  improvement 
but  is  better  than  any  I've  tried. 

Caveats:  Texting  while  driving  is  as  dangerous  as  applying  makeup 
in  the  rearview  mirror,  so  you  can  respond  only  if  you're  in  stop- 
and-go  traffic.  And  Sync  works  only  with  the  latest  phones  and  isn't 
fully  compatible  with  iPods  developed  after  mid-2004.  But  at  $395 
Sync  is  a  bargain  and  will  be  in  12  Ford,  Lincoln  and  Mercury 
vehicles  in  the  2008  model  year.  Mobile  companies  are  working  fever- 
ishly to  catch  up  with  Ford.  Now  there's  a  first.      —Joann  Mutter 


Sony  Roily 

$480 


JAPAN  SPENDS  BILLIONS  OF  YEN  ON  ADVANCED  ROBOTICS 
research,  and  this  is  what  comes  out  a  dancing  egg.  Sony's  mech- 
anized, music-playing  Roily  ranks  among  the  season's  chic  toys 
in  part  because  it  serves  no  useful  function,  existing  only  to  boogie 
down.  For  now  it's  available  solely  in  Japan,  with  Japanese  software 
and  manuals,  or  through  gadget  importer  Dynamism.com. 

I  loaded  my  Roily  with  tunes  (it  has  a  1 -gigabyte  memory 
card)  and  told  it  to  assign  dance  moves  automatically.  Then  I  set 
it  on  my  dining  room  table  to  watch  it  strut.  Two  taps  on  the  side 
button  and  it  began  to  wiggle  along  to  Alan  Jackson's  "It's  5 
O'clock  Somewhere,"  moving  around  in  a  circle,  waving  its 
speaker  ears  and  flashing  blue,  pink  and  green  to  the  country 
vibe.  When  Boston's  "More  Than  a  Feeling"  came  on,  the  Roily 
jigged  back  and  forth  slowly  while  waving  its  wings  like  an  aging 
hair-band  fan  at  a  concert. 

The  size  of  a  potato  and  the  cool  white  color  of  an  iPod,  the 
Roily  sparked  keen  interest  from  the  doorman  in  my  building 
when  I  went  to  check  if  the  package  had  arrived.  The  toy 
impressed  even  my  Japanese-language  teacher  when  she  came 
over.  "Kawaii!"  she  cooed,  bestowing  the  ultimate  compliment  in 
Hello  Kitty  land:  "How  cute!"  — Chana  R.  Schoenberger 
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AIR  FRANCE  KLM 


www.airfrance.com/us 
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Multi-Touch  Wall 

$100,000 


FOR  AMUSEMENT  I  SHOP  FROM  THE  NEIMAN  MARCUS 
holiday  catalog  on  the  subway  home  from  work.  It's  so 
convenient.  For  my  wife  there's  the  $6,750  Baccarat  crys- 
tal owl;  for  Mom,  the  $895  Marc  Jacobs  Mayfair  handbag.  The 
kids  will  stay  busy  for  hours  with  the  $35,000  dragon  topiary 
on  the  lawn.  For  myself?  Perceptive  Pixel's  8-foot-long  Multi- 
Touch  Collaboration  Wall.  At  $100,000  it's  easier  on  the  wal- 
let than  the  $1.4  million  Triton  1000  personal  submarine  I 
have  had  my  eye  on.  The  Wall  is  the  king  of  all  touchscreens. 
It  blows  the  doors  off  the  puny  iPhone,  which  restricts  you  to 
two- finger  pushing  and  pinching  to  zoom  in  on  and  navigate 
Web  pages  and  photos. 

The  electronics  behind  the  Wall's  surface  can  accommo- 
date an  infinite  number  of  fingers  as  well  as  elbows,  pens  or  an 


umbrella,  without  any  of  them  interfering  with  one  another. 
Jefferson  Han,  the  Wall's  inventor,  has  sold  a  bunch  to 
government  agencies  he  cannot  name,  as  well  as  to  big 
companies  wanting  novel  ways  to  visualize  data.  Every  object 
onscreen  can  be  manipulated  with  three  degrees  of  freedom: 
left/right,  forward/backward  and  up/down.  Within  a  few  min- 
utes it  completely  changes  the  way  you  interact  with  data.  You 
and  your  friends  can  simultaneously  type  on  it,  fingerpaint, 
play  on  digital  piano  keys,  call  up  YouTube  videos  and  Flickr 
images  and  zoom  in  on  and  rotate  a  map  of  the  world.  The 
resolution  is  only  as  good  as  the  rear-screen  projectors  you 
put  behind  the  Wall.  May  we  suggest  Sony's  new  hi-def  SXRD 
4K?  It  puts  out  4096-by-2160  pixels.  It's  only  $120,000. 

— Bruce  Upbin 
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Beijing  e-TOWIl- Top- ranked 
Industrial  New  City 

e-TOWll  focuses  on  your  needs,  so  you  can  focus  on  your  business! 
Go  to  e-TOwn,  worry  less  and  accomplish  more! 

Beijing  Economic-Technological  Development  Area(BDA)  is  the  only  state  level  economic  and  technological  development  area  in  Beijing 
Municipality  and  it  enjoys  dual  policy  preferences  given  to  both  state  level  economic  and  technological  development  areas 

and  state  level  high-tech  industrial  parks. 
When  so  many  well-known  brands,  such  as  Nokia,  Mercedes-Benz,  Dairnlerchrysler,  GE,  Bayer,  Corning,  Panasonic,  Bosch  Rexroth,  Sanyo, 
Coca  Cola,  Kimberly-Clark,  Schneider,  Aventis,  Mitsubishi,  ABB,  LG,  DHL,  3M,  Cummins,  Tetra  Pak,  Kraft,  Lotte,  etc.  gather 
in  BDA  located  in  Beijing  e-Town,  e-Town's  attractiveness  for  investment  is  almost  self-evident. 
Why  don't  you  make  the  heart  of  China  the  heart  of  your  business 
and  profit  from  e-Town's  world-class  infrastructure  and  world-class  service? 


+86  10  6788  1209  /  6788  1749  /  6788  0184 
www.bda.gov.cn 


Insights 


WEB  50.0 


FOR  A  PREVIEW  OF  THE  COMPUTER  THAT'S  HEADED 
your  way,  sneak  into  your  teenagers  bedroom.  Ignore 
the  dusty  Dell,  Mac  and  even  the  iPhone— marvel 
instead  at  Microsoft's  Xbox,  Sony's  PlayStation  or  Nin- 
tendo's Wii.  For  a  preview  of  what  you'll  be  doing  on 
such  a  machine,  don't  waste  time  trying  to  type  a  letter— where's 
the  keyboard,  anyway? — or  run  a  spreadsheet,  or  Google  a 
search,  or  crawl  through  Ebay  or  Amazon.  Go  kill  someone  in 
Halo  3.  And  if  you  can  work  out  which  tech  company  is  building 
the  very  best  graphics  chips,  processors  and  joysticklike  gadgets 
to  wire  the  box  to  your  kid's  brain,  buy  its  stock. 

This  story  begins  somewhere  quite  different:  Fiber-optic 
glass  is  the  next  tsunami  in  the  digital  revolution.  Glass  has  been 
the  backbone  of  telecommunications  for  decades,  of  course — 
but  now  the  glass  is  coming  to  the  desktop,  and  in  due  course  it 
will  wash  away  all  the  hardware,  software  and  Web  content  cre- 
ated for  the  metal-wire  world.  About  6.5  million  Verizon  cus- 
tomers can  already  run  glass  right  to  their  desks,  and  at  50 
megabits  per  second,  it's  at  least  ten  times  as  fast  as  whatever 
you've  got  now— fast  enough  to  put  two  high-definition  TV  sig- 
nals on  your  computer  screen  simultaneously  and  let  you 
broadcast  at  least  one  normal  TV  channel  of  yourself  onto  the 
Web  at  the  same  time.  Many  more  phone  and  cable  companies 
now  have  fiber  within  a  few  hundred  yards  of  most  of  their  cus- 
tomers. But  skeptics  are  asking:  Who  needs  it?  You  do. 

Let's  not  forget  how  rotten  today's  Web  really  is.  Amazon  is 
useless  if  you  love  picking  your  way  through  books  stacked 
high  on  tables,  flipping  pages  and  skimming  dust  jackets.  Nor- 
mal people  don't  shop  for  groceries  by  clicking  boxes  on  a 
meticulously  prepared  list;  they  make  choices  as  they  stroll 
down  aisles  packed  with  merchandise.  Or,  for  an  expert  opin- 
ion on  your  so-called  digital  life,  drag  your  teenager  away  from 
his  Xbox  to  help  you  shop  for  a  new  minivan.  Show  him  the 
neat  video  feature  that  takes  you  inside  the  car  through  the 
lens  of  a  camera  that  you  can  pan,  tilt  and  turn  with  your 
mouse.  Tell  him  you  think  it's  "way  cool."  He  won't  know 
whether  to  laugh  or  to  cry. 

The  graphics  on  his  Xbox  are  cool.  And  while  his  fancy 


Peter  Huber 


joystick  can't  type,  it  can  move  him  through  virtual  space  a 
whole  lot  better  than  a  mouse  can.  The  Wii  remote  incorporates 
motion  sensors,  and,  primitive  as  they  still  are,  they  let  you 
stand  in  your  living  room  really  swinging  a  "Wiimote"  bat  or 
club  at  the  virtual  ball.  If  you  could  plug  a  strand  of  glass  into 
the  far  side  of  the  box,  you  could  race  the  dealer's  virtual  mini- 
van  on  a  Nascar  track  against  Richard  Petty. 

Back  in  the  here  and  now,  digital  life's  two  woeful  deficien- 
cies are  both  centered  on  the  last  yard  of  the  network,  where 
the  bit  meets  the  brain.  Our  eyes  can  process  images  far  faster 
than  the  wire  plugged  into  the  back  of  the  box  can  deliver 
them.  And  our  brains  can  crank  out  signals — through  vocal 
cords  or  fingers — with  far  greater  speed,  dexterity  and  sensitiv- 
ity than  today's  man-machine  interfaces  can  match.  This  one 
area  of  computing  is  still  stunningly  primitive.  Touch  typing  is 
a  century  old.  A  mouse  is  only  a  modest  advance  over  a  tele- 
graph key. 

But  laser  light  channeled  through  glass  fiber  can  move 
pictures  faster  than  the  eye  can  see.  And  with  micromechanical 

and  semiconductor  sensors,  it's 
now  possible  to  build  gloves  as 
digitally  sensitive  as  human 
hands,  or  systems  that  move  the 
image  on  the  screen  in  response 
to  how  you  move  your  head 
and  eyes.  The  digital  revolution 
is  now  waiting  for  these 
technologies  to  converge  and 
proliferate.  Then  the  revolution 
starts  all  over  again. 

Like  the  prior  rounds,  this 
one  will  offer  plenty  of  oppor- 
tunity for  upstarts  to  dethrone 
the  old  guard.  Google  rules 
text-centered  searching  today,  but  searching  images  and  videos 
is  so  much  more  difficult  that  it  will  require  completely  dif- 
ferent technology— probably  highly  specialized  chips  to  mimic 
the  incredible  processing  power  embedded  in  our  own  visual 
cortex.  Maybe  Microsoft  will  get  there  before  Google.  Apple 
has  been  surging  on  beautiful  designs  and  has  led  the  way  in  a 
lot  of  graphical  applications — but  it  has  been  quite  a  laggard  on 
the  input/output  side  of  things,  taking  weird  pride  in  clinging 
to  its  one-button  mouse.  Entertainment  leaps  into  a  whole  new 
realm  when  technology  can  fuse  the  game  box's  power  to  place 
you  in  the  middle  of  the  action  with  action  supplied  by  NFL 
helmet-cams  or  Hollywood  stuntmen. 

Who  will  dominate  this  new  space  is  still  anybody's  guess. 
But  if  you're  going  to  invest  in  this  industry  at  all,  never  fall  into 
the  trap  of  believing  that  things  are  slowing  down  and  domi- 
nant companies  are  settling  in.  In  the  digital  world  nothing  is 
permanent,  except  change.  F 


Who  will  be  the 
winners  and 
losers  when 
desktops  get  a 
50-megabit 
feed?  Not  the 
ones  you'd 
expect. 
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Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 


74      FORBES      NOVEMBER  12,  2007 


All  the  lust  allowed  by  law. 

Logic  gives  way  to  pure  desire.  The  timeless  curves.  The  perfect  proportions.  The  raw 
performance.  The  911  has  always  delivered  a  seductive  mix  of  engineering  and  emotion. 
Each  facet  ready  to  ignite  your  passion  for  driving.  Porsche.  There  is  no  substitute. 


The  911 


Backseat  Driver  i  Jerry  Flint 


LIVING  WITH 

$3-A-GALL0N  GAS 


THEY  SAY  YOU  CAN  GET  USED  TO  ANYTHING.  MAYBE.  I 
never  did  take  a  liking  to  those  C  rations.  But  as  far  as 
I  can  tell,  we've  got  used  to  gasoline  costing  $3  a  gallon. 
It  doesn't  stop  us  from  buying  cars  or  going  on  vaca- 
tion, it  isn't  making  us  demand  tiny  minicars.  The  hys- 
teria is  gone.  We  shrug  and  pay  the  price. 

The  first  measurement  is  car  sales.  It  is  likely  that  they  will  be 
down  this  year  from  last  year's  16.6  million,  and  that  this  will  be 
the  poorest  year  since  1998.  But,  with  three  months  to  go,  they 
are  heading  for  a  2.8%  decline.  This  isn't  terrible,  considering  the 
collapse  in  housing  and  trouble  in  construction-related  sectors. 
Now  the  Dow  Jones  has  moved  back  to  record  territory,  interest 
rates  are  down  a  bit  and  it's  reasonable  to  predict  that  sales  will  be 
up  next  year. 

When  you  look  at  sales  closely,  you  see  that  Ford  and  General 
Motors  account  for  the  decline.  Sales  are  up  from  a  year  ago  at 
Toyota,  Honda,  Nissan,  BMW  and  Mercedes.  Volkswagen/ Audi  is 
fewer  than  1 ,000  units  behind  after  nine  months.  Kia,  Mazda, 
Mitsubishi  and  Suzuki  are  up,  too.  So  the  decline  is  largely 
confined  to  Detroit,  and  it's  a  continuation  of  a  long-term  trend, 
although  GM  shows  signs  of  leveling  off. 

What  about  trucks?  Sales  are  off  more  than  sales  of  cars,  but 
half  the  business  remains  trucks.  Sales  of  big  frame-type  sport 
utility  vehicles,  like  Ford's  Explorer,  are  still  going  down,  as  they 
have  for  years.  Still,  people  aren't  entirely  rejecting  the  bigger 
American  vehicle.  Ford's  Expedition  and  Lincoln  Navigator  SUVs 
are,  with  help  from  the  discontinuation  of  the  Excursion,  selling 
more  than  they  did  last  year. 

The  new  crossovers,  which  are  SUVs  built  on  car  chassis,  such 
as  Ford's  Edge  and  Buick's  Enclave,  are  gaining  sales.  But  that 
trend  was  taking  place  before  the  big  run-up  in  gasoline  prices. 
Little  crossovers,  like  the  Honda  CR-V,  are  hot,  but  again,  this  is  a 
continuing  trend,  not  a  revolution. 

The  famous  Prius  hybrid  is  hot  as  ever,  and  little 
cars  like  Honda's  Fit  and  Toyota's  Yaris  do  well,  but  they 


are  tiny  slices  of  the  huge  market. 

How  is  it  that  $3  gasoline  hasn't  forced  us  all  into  itty-bitty 
Mini  Coopers?  Except  in  New  York  City,  and  perhaps  Washing- 
ton, D.C.,  Chicago  and  Boston,  most  commuters  drive.  We  want 
to  be  comfortable  and  safe  in  our  driving.  We  can  afford  it.  If  we 
rushed  out  and  sold  our  big,  safe,  comfortable  cars  and  trucks, 
trading  them  for  little  minis,  we  would  be  driving  uncomfortably 
and  less  safely.  We  would  lose  more  money  on  the  trade-ins  than 
we  would  ever  save  in  lower  gasoline  bills. 

And  frankly,  $3  a  gallon  isn't  that  much  trouble.  At  1 5,000 
miles,  it  costs  $1 ,000  a  year  more  than  $2  a  gallon.  And  maybe  it's 
a  bigger  tax  deduction,  meaning  that  the  IRS 
is  paying  for  some  of  your  fuel  bill. 

Forget  about  carpooling.  Everyone  is 
going  in  different  directions,  and  we  all  have 
errands  on  the  way  home.  Forget  about 
public  transportation.  In  most  of  America  it's 
a  slow,  miserable  ride  on  a  bus.  It's  worth  $3 
a  gallon  to  avoid  it. 

I  was  thinking  of  this  when 
an  old  friend  began  asking 
about  his  next  car.  Now  he  and 
his  wife  drive  an  Expedition  and 
get  maybe  15  miles  per  gallon 
on  the  highway.  They  need  a  car 
with  three  rows  of  seats  because 
their  two  children  have  friends. 
They  need  four-wheel  drive  to 
get  up  the  driveway  in  winter. 
My  guess  is  that  their  next  car 
will  be  a  $40,000  crossover  SUV, 
with  maybe  2  or  3  more  mpg. 
The  Europeans  are  buying  bigger,  more  powerful  cars  each 
year  and  putting  in  more  fuel- sapping  systems  such  as  automatic 
transmissions  and  air-conditioning.  They  take  more  diesels 
because  their  tax  rates  make  diesel  fuel  a  bargain  compared  with 
gasoline.  But  our  gasoline  still  costs  less  than  European  diesel. 

So  we  have  learned  to  live  with  $3  a  gallon.  I  suspect  we 
would  live  with  $4,  though  we  wouldn't  like  it. 

You'll  note  that  ethanol  is  losing  its  glow.  People  are  begin- 
ning to  understand  that  using  corn  as  a  fuel  substitute  pushes  up 
the  price  of  corn.  Even  the  liberals,  who  are  inclined  to  like  big 
government  programs,  are  discovering  that  the  giant  federal 
subsidy  for  ethanol  has  a  downside.  Ethanol  fuel  makes  food 
more  expensive  or  scarce  for  the  poor. 

But  all  is  not  hopeless.  Auto  companies  around  the  world, 
those  in  Detroit  included,  are  developing  improved  engines  that 
will  push  a  car  farther  on  a  gallon.  They  will  be  here  in  a  few 
years.  And  they'll  fit  under  the  hood  of  a  roomy,  comfortable 
American  car.  Expensive  gasoline  is  a  nuisance.  It  is  not  a  death 
blow  to  the  economy.  F 


Guess  what: 
Big  cars  and 
trucks  still  sell, 
and  minicars 
are  a  tiny 
fraction  of 
the  business. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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What  would  you  do  to  save  a  tree?  At  BASF,  we  developed  a 
superabsorbent  polymer,  the  key  ingredient  used  in  fire-fighting  gels. 
These  gels  are  superior  to  water  in  their  ability  to  provide  protection 
against  wildfires,  and  help  preserve  the  world's  forests  for  generations 
to  come.  Clearly,  this  is  an  innovation  everyone  can  appreciate. 
Mother  Nature  included.  Learn  more  at  basf.com/stories 

Helping  Make  Products  Better® 


□ - BASF 

The  Chemical  Company 


Health 


VACCINES 


GlaxoSmithkline's  Jean  Stephenne  has  what  may  be  the  world's  first  malaria  vaccine.  A  child  being  inoculated  in  Tanzania  in  August. 

Booster  Shot 

A  new  golden  age  of  vaccines  is  at  hand,  promising  inoculations  against 
malaria,  meningitis  and  much  more  |  By  Robert  Langreth 


VACCINE  RESEARCHER  RIPLEY 
Ballou  was  an  eager  human 
guinea  pig.  As  part  of  a  six- 
man  experiment  at  the 
Walter  Reed  Army  Institute 
of  Research  in  1987,  he  had  himself 
injected  four  times  with  a  genetically  engi- 
neered malaria  vaccine.  Then  he  taped  to 
his  arm  a  styrofoam  cup.  In  it  were  five 
mosquitoes  infected  with  malaria. 

Ten  days  later  Ballou  got  violently  ill, 
with  uncontrollable  chills,  profuse  sweats 
and  headaches  that  felt  like  "a  9-inch 
spike  through  my  head  "  he  says.  The 
experimental  vaccine  protected  only  one 
of  the  six  volunteers  in  the  trial.  Even 


after  drugs  quelled  the  infection,  Ballou 
felt  run-down  for  weeks. 

But  that  lone  success  provided 
inspiration  for  a  far  more  potent  malaria 
vaccine  that  20  years  later  is  finally  set  to  go 
into  giant  clinical  trials  next  year  at 
GlaxoSmithkline,  where  Ballou  now  works. 
If  successful,  it  could  be  the  first  vaccine  for 
a  scourge  that  has  plagued  mankind  since 
ancient  times.  "This  vaccine  will  have  a  huge 
impact,"  predicts  Jean  Stephenne,  chief  of 
GlaxoSmithkline's  vaccine  unit. 

Glaxo's  malaria  shot  is  at  the  forefront 
of  a  vaccine  renaissance.  The  revolution 
in  genomics  and  molecular  biology  has 
rescued  a  segment  of  the  drug  industry 


that  for  decades  was  viewed  as  a  low- 
margin  backwater  beset  by  litigation  and 
regulation.  Drugmakers  are  producing 
vaccines  that  weren't  possible  before — 
and  getting  a  premium  price  for  them.  In 
diseases  for  which  there  is  no  private 
vaccine  market,  such  as  pandemic 
influenza,  or  for  which  cases  are  concen- 
trated in  poor  countries,  such  as  malaria 
and  'tuberculosis,  governments  and 
public-private  partnerships  have  stepped 
in  to  subsidize  development. 

The  resurgence  couldn't  have  come 
too  soon.  Mayo  Clinic  vaccine  researcher 
Gregory  Poland  counts  more  than  a  dozen 
new  diseases  that  have  emerged  in  the  last 
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Some  think 
innovation. 


We  look  at  things  from  a  different  perspective  -  for  the 
benefit  of  our  clients.  By  building  on  our  experience  and 
expertise  to  spot  future  trends,  we  help  our  clients  realize 
new  opportunities.  This  has  been  our  ambition  since  1856. 
www.credit-suisse.com 


Thinking  New  Perspectives. 
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Health  

few  decades:  HIV,  Lyme  disease,  West  Nile 
virus,  avian  influenza.  The  vaccine  boom, 
he  says,  "is  shaking  up  the  market." 

The  $13  billion  global  vaccine  business 
will  grow  18%  a  year  to  $30  billion  in  201 1, 
predicts  Lehman  Brothers,  well  above 
the  4.4%  annual  growth  expected  for  the 
drug  industry  overall.  Merck  introduced 
three  new  vaccines  last  year,  including 
Gardasil  to  ward  off  cervical  cancer,  while 
GlaxoSmithkline  promises  seven  over  the 
next  five  years,  including  a  Gardasil  com- 
petitor now  awaiting  approval  from  the  Food 
&  Drug  Administration.  AstraZeneca 
bought  vaccinemaker  Medlmmune  for 
$15.6  billion  in  June,  while  Pfizer  last  fall 
bought  PowderMed,  a  British  firm  testing 
a  needle-free  inoculation.  Sanofi-Aventis 
spent  $150  million  for  a  new  plant  that  will 
double  its  flu  shot  production  capacity  in 
the  United  States  to  100  million  doses. 

A  new  adult  and  adolescent  vaccine 
market  will  make  up  a  big  portion  of  that 
growth.  Diseases  such  as  antibiotic-resistant 
hospital  infections  and  genital  herpes  have 


become  hot  targets.  One 
company,  Vaxlnnate,  is 
testing  a  universal  flu 
vaccine  that  would  work 
against  all  strains  and 
wouldn't  have  to  be  taken 
every  year.  Ultimately 
researchers  envision  shots 
to  stave  off  chronic  diseases 
such  as  cancer  and  athero- 
sclerosis. One  exception  to 
the  optimism  is  AIDS;  a 
promising  Merck  vaccine 
failed  in  a  recent  study. 

Modern  vaccines  date 
back  to  British  doctor 
Edward  Jenners  1796  work 
immunizing  children  using 
pus  from  cowpox  blisters. 
Ensuing  vaccines  were  nothing  more  than 
a  dead  or  weakened  strain  of  a  pathogen 
such  as  polio,  mumps  or  measles  that  trains 
the  body  to  generate  protective  antibodies. 
By  the  1980s  vaccines  had  wiped  out  so 
many  diseases,  and  vaccine  prices  had 


Ripley  Ballou  infects  himself  with  a 
cupful  of  mosquitoes  in  1987. 


fallen  so  far,  some 
companies  gave  up 
searching  for  new  ones. 
Vaccines  were  also 
dogged  by  safety  issues, 
including  the  swine  flu 
vaccine  fiasco  of  1976, 
and  by  the  dubious 
theory  of  a  link  be- 
tween autism  and  the 
mercury  once  used  in  a 
vaccine  preservative. 

But  in  2000  Wyeth 
scored  a  huge  hit 
with  Prevnar,  the  first 
vaccine  for  infants 
against  pneumococcal 
bacteria,  a  common 
cause  of  pneumonia 
and  ear  infections.  It  uses  a  clever  linking 
technology  to  hook  together  a  diphtheria 
protein  to  sugars  from  the  surface  of  seven 
pneumococcal  strains.  The  resulting  com- 
pound is  easily  spotted  by  the  infants 
immune  system.  Pneumococcal  infections 


in  young  kids  plunged  77%  after  Prevnar's 
debut.  Sales  should  hit  $2.5  billion  this  year, 
thanks  in  part  to  its  premium  $311  price 
for  four  doses.  (An  influenza  shot  costs  only 
$15.)  Wyeth  is  testing  a  second-generation 
version  that  covers  six  more  strains. 

The  subsequent  mapping  of  the 
genomes  of  many  nasty  pathogens  has 
opened  up  wholly  new  approaches  to 
vaccine  discovery.  In  the  late  1990s 
Novartis  researchers  decoded  the  genome 
of  the  Neisseria  meningitidis  B  bacterium, 
which  is  responsible  for  one-third  of  cases 
of  meningococcal  meningitis.  There  are 
vaccines  for  other  meningococcus  strains, 
but  a  vaccine  for  the  group  B  strains  had 
been  eluding  microbiologists  because 
their  surface  sugars  are  identical  to  human 
ones.  After  Novartis  sorted  through  2,000 
proteins  in  the  genomic  database,  it  found 
five  proteins  that,  when  injected  into 
laboratory  mice,  generated  antibodies 
against  at  least  66  of  85  group  B  strains, 
according  to  a  2006  study.  The  vaccine  is 
now  in  midstage  human  trials.  Wyeth  and 


Sanofi-Aventis  have  competing  efforts. 

Austria's  Intercell  has  spent  the  last 
several  years  gathering  blood  samples 
from  patients  who  have  survived  staph 
infections  to  determine  which  antibodies 
they  had  in  common.  A  vaccine  based  on 
its  findings  is  now  in  early  human  trials  at 
Intercell's  partner  Merck. 

Malaria  is  one  of  the  toughest  foes  of 
all.  The  shifty  parasite  morphs  into  four 
different  forms  once  inside  the  body  and 
spends  most  of  its  time  hiding  inside  cells 
where  the  immune  system  can't  get  to  it.  It 
took  Glaxo  20  years  to  make  significant 
progress  with  the  malaria  vaccine  that 
failed  to  protect  Ripley  Ballou.  First  Glaxo 
researcher  Joe  D.  Cohen  took  the  malaria 
surface  protein  used  in  Ballou's  vaccine 
and  fused  it  to  a  protein  from  the  hepatitis 
B  virus,  creating  a  harmless  particle  that 
looked  like  a  virus  to  the  immune  system. 
That  helped,  but  not  enough.  So  Glaxo 
added  adjuvants,  substances  that  bolster 
immune  response,  including  a  bacterial 
wall  extract  and  a  detergentlike  substance 


from  the  soapbark  tree.  In  1997  it  hit 
the  jackpot  with  an  adjuvant  combo  that 
protected  six  of  seven  volunteers. 

In  a  2004  trial  of  2,000  children  in 
Mozambique  the  Glaxo  vaccine  slashed 
severe  malaria  cases  by  about  half.  Last 
month  a  smaller  trial  in  infants  (who  are 
most  vulnerable  to  malaria)  found  it 
prevented  infection  in  65%.  Now  Glaxo 
is  gearing  up  to  test  it  on  16,000  kids 
in  seven  African  countries.  One  huge 
question  is  how  long  the  protection  will 
last.  Glaxo  has  already  spent  $300  million 
on  the  vaccine  and  the  Bill  &  Melinda 
Gates  Foundation  has  kicked  in  another 
$108  million.  Trial  results  could  come  in 
2011.  Glaxo  is  confident  of  success.  It  has 
revamped  a  giant  factory  in  Belgium  to 
produce  tens  of  millions  of  doses. 

Glaxo's  Stephenne  hopes  to  sell  huge 
quantities  of  malaria  vaccine  for  a  modest 
profit,  while  using  its  adjuvant  components 
for  more  lucrative  vaccines,  such  as  one  to 
prevent  lung  cancer  recurrence.  The  cancer 
vaccine  is  now  in  final-stage  trials.  F 


It  is  what  makes  people,  places  and  things  squeaky 
clean  and  springtime  fresh.  It  is  chemistry. 
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Tales  From  the  Crypt 

The  Naked  Archaeologist  brings  ancient  history  to  life — 
and  makes  a  profit,  too  |  By  Devon  Pendleton 


Mi  1 1 
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"Ali  G  meets  Indiana  Jo 


xcavating  the  biblical  stories  for  entertainment. 


T  IS  HIGH  NOON  AND  95  DEGREES 
on  the  set  of  the  History  Channel 
series  The  Naked  Archaeologist.  A 
wilting  nine-person  film  crew  with  a 
gear- laden  donkey  has  picked  its  way 
up  a  rocky  embankment  in  the  limestone 
ruins  of  ancient  Petra  in  Jordan  for  todays 
episode,  "Who  Are  the  Nabateans?" 
(answer:  Arabians  who  flourished  from  the 
fourth  century  B.C.  until  the  Roman  inva- 
sion in  A.D.  106).  Everyone  feels  rushed: 
The  show's  producer  and  star,  Simcha 
Jacobovici,  wants  the  shooting  wrapped  up 
by  nightfall.  "A  Nabatean  condo,"  he  shouts, 
gesturing  to  a  2,000-year-old  cave.  "Action!" 
he  barks  before  clambering  into  the  old  res- 
idence, gleefully  reenacting  Fred  Flintstone's 
evening  homecoming,  shouting,  "Wilma?" 
He  pops  out,  grinning  for  the  camera.  "Did 
you  get  it?"  The  crew,  cameras  on  sweat- 
stained  shoulders,  nods.  "Let's  go,  then,"  he 
says.  "I  want  to  do  a  shtick  with  that  shrine 
up  ahead."  The  caravan  prepares  for  a  two- 
hour  hike  to  the  hilltop  monument — com- 
pleting one  more  half-hour  installment  of 
the  series,  an  unscripted  concoction  of  his- 
torical detective  work,  amateur  archeology 
and  tomfoolery. 

There's  no  nonsense  about  Jacobovici's 
Toronto  production  company,  Associated 
Producers.  Last  year  it  netted  an  estimated 
$100,000  on  $7  million  in  revenue,  coming 
from  16  hours  of  documentaries  and  so- 
called  factual  TV  programming.  {Naked,  now 
in  its  second  season,  accounted  for  13  hours.) 
After  23  years  in  this  business  Jacobovici 
(pronounced  "Ya-KOH-bo-vitch")  nowpre- 
sells  broadcasting  and  other  rights  before  the 
shooting  starts.  He  won't  comment  on  his 
arrangements  for  Naked,  but  here's  the  deal 
he  cut  for  The  Exodus  Decoded,  a  documen- 
tary purporting  to  deconstruct  Moses'  bib- 
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lical  epic  into  fact  and  fiction,  which  aired 
in  August  2006:  85%  of  its  $2.8  million 
budget  came  from  licensing  fees  from  the 
History  Channel,  Discovery  U.K.  and  Cana- 
dian cable  channels;  $  1 25,000  kicked  in  from 
Asian,  European  and  Latin  American  broad- 
cast rights;  and  $75,000  from  DVD  sales.  The 
show  did  pretty  well  in  the  U.S.,  drawing  an 
average  2.3  million  viewers,  though  far  shy 
of  the  5  million  who  tuned  in  at  the  same 
time  to  Lifetimes  The  Fantasia  Batrino  Story: 
Life  Is  Not  a  Fairy  Tale. 

Jacobovici,  54,  wasn't  always  so  disci- 
plined. As  a  doctoral  student  of  international 
relations  at  the  University  of  Toronto  in  the 
early  1980s  he  became  obsessed  with  the 
plight  of  the  Falasha,  Ethiopia's  persecuted 
Jewish  minority  who  were  being  forced  off 
their  land  by  Marxist 
dictator  Mengistu 
Haile  Mariam.  He 
wrote  an  Op- Ed  for 
the  New  York  Times — 
"I  was  the  first  one," 
he  claims,  "to  bring  it 
to  the  attention  of 
what  you  might  call 
the  'regular'  media" — 
then  raised  $50,000  from  grants  and  indi- 
viduals, cobbled  together  a  camera  crew  and 
flew  to  Ethiopia.  During  the  filming  there 
and  in  Sudan  and  Israel,  he  recalls,  "We  had 
a  guy  with  an  AK-47  with  us  all  the  time." 
Broke  and  malaria-stricken  when  he  re- 
turned, Jacobovici  bankrolled  the  editing 
process  by  selling  bits  of  footage  to  the  likes 
of  the  U.N.  High  Commissioner  for  Refugees 
and  to  NBC.  The  film  had  a  short  run  in  an 
art  theater  in  Manhattans  SoHo  district  in 
1985,  the  same  year  Israel  launched  "Oper- 
ation Moses,"  an  airlift  rescue  effort  to 
repatriate  the  Falasha.  Jacobovici  dropped 
out  of  grad  school  and— with  university  pal 
Elliott  Halpern,  a  frustrated  lawyer— formed 
Associated  Producers. 

Over  the  next  15  years  the  duo  pro- 
duced 25  documentaries  but  didn't  really 
grab  much  attention  until  a  decade  ago. 
The  Plague  Monkeys  (1994),  a  film  about 
the  1989  outbreak  of  Ebola  virus  in  a  Vir- 
ginia primate  lab,  and  The  Selling  of  Inno- 
cents (1996),  focused  on  child  sex  slavery 
in  India,  won  Emmy  Awards.  "We  were 
telling  stories  other  people  wouldn't — or 
couldn't,"  says  Jacobovici,  who  does  not 


suffer  from  underconfidence. 

The  partnership  with  Halpern  disin- 
tegrated in  2000.  They  were  then  co- 
producing  shows— among  them  O'Sheas  Big 
Adventure,  tracking  rare  and  deadly  reptiles, 
and  Stunt  School,  a  series  about  an  Australian 
boot  camp  for  aspiring  stunt  doubles — on 
both  sides  of  the  Adantic.  Jacobovici  felt  they 
were  moving  away  from  scrappy  investiga- 
tive fare  in  favor  of  what  he  calls  "hundreds 
of  hours  of  cooking  shows."  Halpern  argued 
that  the  market  was  changing  and  they 
needed  to  change  with  it  "Dealing  with  Sim- 
cha  was  challeng- 
ing," says  Peter  Ray- 
mont,  a  Toronto  I 
filmmaker  hired  by 
Jacobovici  to  direct 

i 


"Facts"  vs.  artifacts: 
on  location  shooting 
the  controversial 
documentary  The 
Lost  Tomb  of  Jesus. 


the  Falasha  film.  The  two  haven't  worked 
together  since  their  return  from  Ethiopia  25 
years  ago. 

Unleashed,  Jacobovici  developed  the 
idea  for  a  new  series  that  would  apply  camp 
journalistic  snooping  to  ancient  history.  "If 
somebody  comes  on  the  market  with  a  prod- 
uct that  purports  to  cure  cancer,  it's  okay  to 
say,  'Prove  it  to  me,'"  he  says.  "Why  not 
archeology?"  Tough  sell,  though.  Several 
channels  turned  him  down.  One  British 
broadcaster,  he  says,  drew  him  two  big  cir- 
cles— one  for  history  and  religion,  another 
for  humor.  They're  both  big  markets,  he  was 
told,  but  they  rarely  intersect.  Finally, 
Canada's  VisionTV  bit — but  only  after 
Jacobovici  agreed  to  front  28%  of  the 


$126,000-per-episode  first-year  budget  of 
Naked,  half  from  APs  coffers,  the  rest 
borrowed  against  anticipated  sales. 

Last  year  the  show  got  picked  up  in  Britain 
("Ali  G  meets  Indiana  Jones"  blared  U.K.  TV) 
and  by  the  History  Channel.  The  series  skirts 
the  edges  of  raunchiness  and  bad  taste.  In 
"Jezebel:  Bible  Bad  Girl,"  Jacobovici  investi- 
gates whether  the  Phoenician  princess  was 
the  whore  the  Old  Testament  made  her  out 
to  be  (conclusion:  She  was).  In  "Crucifixion," 
he  simulates  the  experience  of  being  nailed 
to  a  cross  and  gets  advice  from  a  Long  Is- 
land pathologist  whose 
hobby  is  studying  the 
grisly  form  of  execution. 

Then  there  was  his 
90-minute  special,  The 
Lost  Tomb  of  Jesus. 
The  $4  million  film, 
co-produced  with  friend 
1  ^ ■  &  [  and  director  James 
Cameron,  scandalized 
millions  when  it  aired  on  the  Discovery 
Channel  in  March,  alleging  that  a  1980  ex- 
cavation had  uncovered  the  tomb  of  Christ, 
his  bones  buried  alongside  wife  Mary  Mag- 
dalene and  kids.  The  explosive  implication 
was  that  the  resurrection — the  very  foun- 
dation of  Christianity — had  not  physically 
occurred.  The  "evidence":  Six  Aramaic  in- 
scriptions found  in  the  tomb  matched  the 
names  of  six  important  New  Testament 
characters;  a  statistics  professor  pegged  the 
odds  of  those  names  being  found  together 
in  one  tomb  as  600-to- 1 .  Pushed  hard  by  its 
sponsors  ("The  greatest  archeological  find 
in  history!"  ran  newspaper  ads,  entwined 
with  clips  from  The  Da  Vinci  Code),  the 
show  drew  4  million-plus  viewers  but  was 
widely  panned  by  archeologists  and  histo- 
rians. A  Harvard  religion  professor  featured 
in  the  film  later  complained  his  comments 
were  misused.  No  way,  says  Jacobovici.  "We 
succeeded!"  he  adds,  characteristically 
unapologetic.  "At  the  end  of  the  day,  no  one 
could  poke  a  hole  in  our  investigation." 
Discovery  declined  to  re-air  the  show. 

With  the  Canadian  Broadcasting  Corp. 
and  Blueprint  Entertainment,  Jacobovici  is 
developing  a  new  drama,  Codebreakers,  about 
a  group  of  forensic  archeologists  who  use 
knowledge  of  ancient  symbols  to  crack  mod- 
ern crimes.  Sound  familiar?  Self-promotion 
is  a  subject  he  knows  very  well.  F 
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COUPLES 


The  Second  Match 

Should  you  remarry  or  just  shack  up?  Consult  your  financial  adviser 
and  lawyer,  as  well  as  your  conscience  By  Ashlea  Ebeling 


AFTER  HER  COLLEGE  PROFES- 
sor  husband  of  46  years 
died,  Betty  J.  Tucker  recon- 
nected with  retired  insur- 
ance salesman  Tom  C. 
Clark.  She'd  met  him  on  a  blind  date 
when  she  was  18.  Tucker,  77,  and  Clark, 
78,  have  lived  together  without  benefit  of 
marriage  for  eight  years  now,  splitting 
their  time  between  her  Dallas  home  and 
his  Beaumont  vacation  property.  Their 
finances  are  separate.  When  they  eat  out, 
they  take  turns  paying. 

In  2006,  1.8  million  Americans  aged 
50  and  above  lived  in  heterosexual 
"unmarried-partner  households,"  a  50% 
increase  from  2000,  figures  Bowling 
Green  State  University  demographer 
Susan  Brown.  Much  of  that  growth  is  due 
to  the  baby  boomers  passing  50.  But  it 
also  reflects  the  problems  of  blending 
finances  later  in  life.  Ninety  percent  of 
older  heterosexual  live-ins  are  widowed, 
separated  or  divorced. 

Get  remarried  and  your  future  Social 
Security  checks  might  be  smaller.  The 
alimony  from  your  ex,  your  kids'  college 
financial  aid  or  the  survivors  annuity  you 
receive  from  your  late  spouse's  job  might 
evaporate.  "'I  hate  living  in  sin.  But  I  guess 
I  must  hate  living  in  poverty  even  more," 
one  woman  told  Stephanie  Coontz,  who 
studies  contemporary  families  as  a  profes- 
sor at  the  Evergreen  State  College  in 
Olympia,  Wash.  Coontz  notes  some 
couples  even  choose  not  to  marry  in  order 
to  reassure  adult  children  that  they'll  get 
their  inheritances.  "My  children,"  says 
Tucker,  "despite  the  fact  that  they  like 
Tom,  don't  want  any  question  as  to  who 


gets  their  fathers  money." 

If  you  are  thinking  about  marriage 
late  in  life,  get  out  your  calculator,  law 
books  and  tax  software.  The  Government 
Accountability  Office  counts  1,100-plus 
federal  provisions,  involving  taxes,  ben- 
efits and  so  on,  where  marital  status  has 
an  effect.  Here  are  some  problem  areas. 
ESTATE  PLANNING 

Even  if  your  will  leaves  everything  to  your 
kids,  a  second  spouse  can  claim  what's 
known  as  an  "elective  share"  of  your 
estate — typically  a  third.  (If  you  don't  have 
a  will,  read  the  story  on  page  94.)  The 
easiest  way  to  avoid  trouble  is  with  a 
prenuptial  agreement  in  which  your 
spouse-to-be  gives  up  any  claim  to  a 
share.  After  you're  married,  it  takes  more 
lawyering  to  disinherit  a  spouse. 

Some  unmarried  couples  should  take 
precautions,  too.  In  the  jurisdictions  that 
still  recognize  "common  law  marriage" 
(see  map  on  p.  91 ),  a  partner  could  grab 
an  elective  share  as  a  common  law 
spouse.  Usually,  only  long-standing  het- 
erosexual couples  who  hold  themselves 
out  as  married — say,  by  filing  joint  tax 
returns  or  using  the  same  last  name — will 
be  considered  to  have  entered  a  common 
law  marriage.  But  head  off  problems  by 
signing  a  joint  statement  that  you  don't 
intend  to  have  one. 

What  if  you  do  want  to  leave  a  third  or 
more  of  your  assets  to  your  new  partner? 
Tie  the  knot.  You  can  leave  any  amount  to 
a  spouse  (who  is  a  U.S.  citizen)  without 
having  the  bequest  count  against  the  (cur- 
rently) $2-million-per-person  exemption 
from  federal  estate  tax.  Similarly,  bequests 
to  a  spouse  don't  count  against  the  exemp- 
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tions  (which  are  usually  smaller  than  $2 
million)  in  those  states  that  still  impose 
estate  taxes.  If  you've  married,  you  can 
devote  your  entire  exemption  to  sheltering 
from  tax  what  goes  to  the  kids. 
ALIMONY  AND  PALIMONY 
If  you  are  receiving  alimony  from  an  ex- 
spouse,  it  will  almost  certainly  end  if  you 
remarry  and  might  even  be  cut  off  if  you 
shack  up — depending  on  the  state  where 
you  divorced  and  your  legal  agreement 
with  your  ex.  If  you're  in  the  midst  of  a 
divorce  and  have  met  someone  new, 


bargain  to  receive  more  assets  instead  of 
alimony  checks,  says  Sheila  Riesel,  a 
matrimonial  lawyer  with  Blank  Rome  in 
New  York  City. 

As  for  palimony,  it  isn't  just  for  the 
rich  and  famous.  If  you  live  with  some- 
one and  pay  most  of  the  bills,  there's  a 
danger,  particularly  in  California,  that  if 
you  split  up,  your  ex-partner  could  win 
support  payments,  says  Wendy  Goffe,  an 
estate  lawyer  in  Seattle.  So  sign  a  cohab- 
itation agreement,  just  as  you'd  sign  a 
prenuptial  agreement,  making  clear 


Partners 
y  J.  Tucker 
torn  C  Clark: 
courtship,  but 
no  marriage. 


whether  palimony  will  be  paid,  and  if  so, 
how  much. 
SOCIAL  SECURITY 

At  retirement  age  a  widow  (or  widower, 
but  this  is  mostly  a  consideration  for 
women)  can  claim  her  late  husband's  full 
Social  Security  retirement  benefit  if  it's 
higher  than  the  benefit  she  herself 
earned  and  she  didn't  remarry  before  the 
age  of  60. 

A  divorced  woman  can  also  claim 
Social  Security  based  on  an  ex-husband's 
earnings,  instead  of  her  own,  so  long  as  they 
were  married  at  least  ten 
years  and  she  didn't  re- 
marry before  60.  If  her  ex- 
husband  is  still  alive,  she 
gets  a  "spousal  benefit" 
equal  to  50%  of  his  bene- 
fit, which  is  often  less  than 
what  shed  receive  based  on 
her  own  earnings.  If,  how- 
ever, she  didn't  remarry 
before  60  and  her  ex  dies 
before  she  reaches  her  "full 
retirement  age"  (66  for 
those  born  from  1943 
through  1954),  she  can 
receive  his  full  retirement 
benefit,  even  if  he  had  re- 
married and  his  new  wife 
is  claiming  that  benefit, 
too.  If  her  ex-husband 
earned  a  high  salary,  that's 
probably  more  than  the 
benefit  she'd  get  based  on 
her  own  earnings  or  by 
claiming  a  50%  spousal 
benefit  connected  to  a 
new  husband. 
SURVIVORS'  ANNUITIES 
Widows  and  widowers 
of  public  employees, 
including  servicemen, 
police  and  firemen,  can 
lose  an  annuity  if  they 
remarry.  "We  see  people 
living  together,  not 
remarrying,  having  chil- 
dren. It  helps  erode  the 
foundation  of  marriage," 
complains  Suzanne  Saw- 
yer, executive  director  of 
Concerns  of  Police  Sur- 
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vivors,  a  15,000-family  survivors  group, 
which  has  campaigned,  with  some  lim- 
ited success,  to  end  remarriage  penalties 
for  widows  and  widowers. 

The  surviving  spouse  of  a  military 
person  killed  in  Iraq  or  in  other  duty 
receives  an  inflation-adjusted  annuity 
($1,067  a  month  in  2007,  regardless  of 
rank)  but  loses  it  if  he  or  she  remarries 
before  turning  57.  Survivors  of  federal 
civil  servants  with  at  least  18  months  of 
service  receive  an  annuity  equal  to  55%  of 
the  pension  benefit  their  late  spouse  had 
earned  or  40%  of  his  average  salary, 
whichever  is  more,  but  forfeit  it  if  they 
remarry  before  age  55.  Survivors  who 
remarry  also  risk  losing  health  insurance. 
COLLEGE  FINANCIAL  AID 
Financial  aid  is  based  on  the  difference 
between  the  cost  of  the  college  your  child 
attends  and  the  amount  (called  the 
"expected  family  contribution")  that  col- 
leges feel  entitled  to  gouge  out  of  you. 
The  EFC  is  calculated  one  way  for  fed- 
eral aid,  such  as  subsidized  loans,  and 
another  way  at  some  private  colleges. 

If  a  widowed  or  divorced  parent 
with  primary  custody  remarries,  the 
feds  count  the  income  and  assets  of 
the  new  spouse  towards  the  EFC.  The 
resources  of  a  noncustodial  divorced 
parent  aren't  counted.  By  contrast, 
private  schools  don't  always  count  a 
new  spouse's  earnings  and  will  often 
count  a  noncustodial  parent's 
resources  (including  occasionally  his 
or  her  new  spouse's  income  and 
assets)  in  the  EFC.  Troy  Onink,  who 
runs  a  college-planning  company  in 
Russell,  Pa.,  recently  counseled  a 
widow  who  decided  to  put  off  remar- 
riage until  her  daughter  graduated, 
since  she  would  have  lost  $14,000  a 
year  in  grants.  Luckily,  the  girl  didn't 
go  to  Sarah  Lawrence  College,  which 
counts  the  income  and  assets  of  an 
unmarried  partner  if  the  couple  has 


lived  together  for  more  than  two  years 
and  mingled  their  finances. 
NURSING  HOME  COSTS 

Only  9%  of  current  62-year-olds  are 
expected  to  end  up  in  a  nursing  home  for 
five  years  or  more  and  24%  for  one  year  or 
more.  But  with  nursing  home  care  costing 
$100,000  a  year  in  many  areas,  it's  some- 
thing to  think  about.  Most  long-term 
nursing  home  residents  end  up  on  Medic- 
aid, the  state-federal  program  for  the  poor. 
If  you  marry,  your  income  and  assets  must 
be  used  to  pay  for  your  new  spouse's  care 
before  he  can  tap  Medicaid.  The  well 
spouse  can  keep  a  house  but  a  maximum 
of  only  $101,640  in  other  assets  and 
$30,492  a  year  in  income.  "You  can't  sign 
away  this  responsibility  in  a  prenup," 
warns  Bernard  A.  Krooks,  an  elder  lawyer 
in  New  York  City  who  has  seen  couples 
live  together,  rather  than  marry,  because 
of  the  fear  of  nursing  home  costs. 

Without  Benefit 
Of  Marriage 


Older  heterosexual  couples  make  up  the 
fastest-growing  segment  of  the 
living-together  population  in  the  U.S. 


1 0  mil 


Number  of 
people  aged 
50-plus  living 
unmarried 
with  opposite- 
sex  partners 


Number  of 
people  under 
50  living 
unmarried 
with  opposite- 
sex  partners 


Source:  Bowling  Green  State  University's  Center  for  Family 
&  Demographic  Research. 


Suppose  you  marry  and  then  see 
signs— say  early  onset  Alzheimer's— that 
your  new  spouse  may  need  years  of  care. 
Can  you  give  your  assets  to  your  kids? 
Last  year  Congress  tightened  up  the 
rules  so  that  any  gifts  made  during  the 
five  years  before  your  spouse  applies  for 
Medicaid  will  delay  his  eligibility;  if  your 
spouse  would  otherwise  be  eligible 
now,  but  you've  given  the  kids  $200,000 
in  gifts  recently,  he  won't  get  coverage 
for  another  two  years  or  more,  raising 
the  question  of  how  you'll  pay  the  bills  in 
the  interim. 

What  about  giving  away  assets  before 
you  get  married?  Krooks  says  states  might 
challenge  such  transfers.  Whether  they 
can  win  isn't  clear.  States  have  pursued 
live-ins  for  support  without  success. 
INCOME  TAXES 

If  your  incomes  are  very  different,  you 
may  well  reduce  your  combined  tax  bill 
by  marrying.  But  upper-income  folks 
with  similar  earnings  still  pay  a  marriage 
penalty.  For  example,  the  33%  marginal 
rate  kicks  in  at  $160,850  of  taxable 
income  for  singles  and  at  $195,850  for 
couples.  That's  not  all.  Better-off  folks  are 
denied  lots  of  tax  breaks.  Often,  a  couple 
loses  the  goody  at  less  than  twice  the 
income  level  of  a  single. 

Carol  Kohfeld,  67,  lives  with  a  fellow 
retired  college  professor  in  University 
City,  Mo.  She's  been  using  a  nifty  provi- 
sion that  allows  a  tax  filer  to  withdraw 
money  from  an  individual  retirement 
account,  declare  it  as  taxable  income  and 
then  roll  it  into  a  Roth  IRA,  where  it  can 
grow  tax  free,  potentially  for  decades.  She 
hopes  to  leave  the  Roth  to  her  kids  from 
her  earlier  marriage.  But  the  rollover 
maneuver  is  allowed  only  if  a  taxpayer  has 
$100,000  or  less  in  modified  adjusted 
gross  income  (before  the  withdrawal).  It's 
the  same  $100,000  for  couples  or  singles. 
"If  we  were  married,  we'd  be  over  the 
income  threshold,"  Kohfeld  notes. 


Let  us  do  the  work.  We're  not  retired. 


Investing  involves  risk,  including  the  risk  of  loss. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  100  Summer  Street,  Boston,  MA  02110 


468542.6 


State  of  the  Union 

Living  with  someone?  You  might  be  considered  a 
common  law  spouse,  a  registered  "domestic  partner"  or  a 
lawbreaker — depending  on  where  the  two  of  you  reside. 


I  Anticohabitation  laws       I  Common  law  ■■  Offers  a  domestic 

I  are  on  the  books  I  marriages  recognized      H  partnership  registry 


'These  states  only  recognize  common  law  marriages  created  before  1997  (Georgia),  before  1996  (Idaho),  before  1991  (Ohio), 
before  2005  (Pennsylvania).  Sources:  American  Civil  Liberties  Union;  Human  Rights  Campaign;  "Living  Together:  A  Legal 
Guide  for  Unmarried  Couples"  (Nolo,  2006). 


Even  moderate-income  retirees  have 
to  watch  out  for  marriage  gotchas;  up  to 
85%  of  Social  Security  benefits  become 
taxable  when  "provisional  income"  (that's 
one-half  of  Social  Security,  plus  other 
adjusted  gross  income  and  tax-exempt 
bond  interest)  exceeds  $34,000  for  a  single 
or  $44,000  for  a  couple. 
REAL  ESTATE 

Married  couples,  provided  they're  both 
U.S.  citizens,  can  freely  transfer  property 
to  each  other  without  worrying  about  gift 
taxes.  That  means  you  can  easily  make 
your  new  spouse  a  co-owner  of  your 
home.  Sharing  assets  with  an  unmarried 
partner  is  trickier.  You  can  give  only 
$12,000  worth  of  gifts  to  another  person 
a  year  without  eating  into  your  $2  mil- 


lion lifetime  estate  tax  exemption.  And  if 
you're  adding  your  unmarried  partner  to 
a  deed,  you  might  have  to  pay  a  transfer 
tax  (waived  for  spouses). 

One  solution  is  to  keep  property  and 
finances  separate.  "People  in  love  have  this 
tendency  to  say  what's  mine  is  yours, 
what's  yours  is  mine,"  says  Kelly  Phillips 
Erb,  a  Philadelphia  lawyer.  "That's  not 
always  a  good  idea." 

If  you're  buying  a  house  together  and 
want  to  make  sure  your  partner  can  keep 
it  after  your  death,  own  it  as  joint  tenants 
with  right  of  survivorship.  When  one 
partner  dies,  the  other  gets  sole  ownership 
(but  may  owe  estate  tax).  Another 
approach  is  to  treat  it  as  you  would  a  busi- 
ness transaction.  Roger  Nyhus,  who  runs 


a  public  relations  firm  in  Seattle,  and  his 
partner  Rodney  Hearne,  a  biotech  techni- 
cian, bought  a  fixer-upper  Beaux  Arts 
house  for  $1.6  million  in  September.  His 
lawyer  recommended  they  go  into  it  as 
business  partners,  with  the  percentage 
ownership  based  on  each  partner's  pro 
rata  contribution  and  with  a  buy-sell 
agreement  that  covers  a  split-up. 
PROTECTION  FOR  THE  UNMARRIED 
Married  couples  do  enjoy  a  lot  of  rights 
and  benefits  unmarried  folks  don't.  But 
as  gay  couples  campaign  to  get  some  of 
these  rights,  unmarried  heterosexual 
couples  are  gaining  a  new  option,  too: 
domestic  partner  registries.  Washington 
is  the  latest  state  to  adopt  a  registry.  A 
registered  couple  can  make  health  care 
decisions  for  each  other  and  can  inherit 
each  other's  property  if  there  is  no  will. 
These  partnerships  shouldn't  be  entered 
into  lightly,  warns  Jamie  Pedersen,  a 
Washington  state  rep  who  pushed  the 
registry  and  signed  up  for  it  with  his 
partner,  Eric  Pedersen,  the  first  day  it 
was  open  in  July.  Domestic  registry 
r  ights  are  in  flux,  with  fans  of  fuzzy  mar- 
riage pushing  legislators  to  add  new 
rights.  So  if  you  sign  up  for  one,  keep 
tabs  on  what  it  means. 

At  the  other  extreme,  laws  making  it 
a  crime  to  live  together  as  an  unmarried 
couple  are  still  on  the  books  in  six  states. 
As  a  practical  matter,  you  don't  have  to 
worry  about  criminal  charges.  But  there 
are  still  situations  where  officials — or 
your  ex-spouse  in  a  custody  battle- 
might  use  the  law  against  you.  In  2005  a 
Michigan  court  of  appeals,  citing  the 
state's  anticohabitation  statute,  barred  a 
man's  live-in  girlfriend  from  their  joint 
home  when  his  kids  from  his  first  mar- 
riage visited.  After  the  American  Civil 
Liberties  Union  appealed  the  decision  to 
the  Michigan  Supreme  Court,  the  kids' 
mom,  who  had  fought  for  the  live-in's 
banishment,  relented.  F 


Retirement  income.  Now  made  easier. 

Now  that  you're  retired,  we  have  the  products  and  tools  to  help  keep  you 
that  way.  You  can  easily  set  up  monthly  payments  based  on  your  needs. 
After  all,  it's  your  time  to  live  the  retirement  you're  more  than  ready  for. 
Lucky  you. 

Call  1  800  FIDELITY  or  your  own  advisor. 
Fidelity.com/incomeoptions 
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Retirement  Guide 

SOCIAL  SECURITY 

The  62/70 
Solution 

When  should  you  claim 
Social  Security 
benefits?  Here's  a 
surprising  split  answer 
for  married  couples. 
By  Janet  Novack 

I  ORE  THAN  HALF  OF  AMERICANS 
claim  Social  Security  retirement 
benefits  at  age  62,  the  earliest 
allowed.  This  has  long  been  a  source  of 
consternation  to  financial  and  policy 
pundits,  who  contend  that,  given 
Americans'  lengthening  life  expectancies, 
they  should  work  longer  and  wait 
longer — until  66  or,  better  yet,  70 — to  start 
collecting.  The  longer  you  wait,  the  bigger 
your  monthly  Social  Security  check. 

But  now  two  sets  of  researchers  have 
suggested  in  separate  papers  a  novel  strat- 
egy that  should  benefit  many  married 
couples:  One  spouse  (usually  the  wife) 
claims  at  62  to  66,  while  the  other  waits 
until  69  or  70  to  collect.  This  pays  off 
because  of  obscure  Social  Security  rules 
and  some  facts  about  life  expectancy  that 
aren't  obvious  if  you  don't  make  your 
living  as  an  actuary. 

For  the  boomers  turning  62  next  year 
(and  anyone  born  from  1943  through 
1954)  the  Social  Security  "full  retirement 
age"  is  66.  If  they  claim  benefits  at  62,  they 
get  just  75%  of  their  full  retirement  age 
benefits.  For  each  year  they  wait  past  66, 

Timing  the  Social  Security  Take 

A  62-year-old  couple,  with  average  life  expectancy,  would  get  (net  present  value): 

CLAIMING  AGE 


they  get  8%  more  (plus  an  inflation    1 1 
adjustment),  for       maximum  «JSEKfr* 
benefit  at  70  equal  to  132%  of  the       m  ^ 
full  retirement  age  payout. 

These  adjustments  are  supposed 
to  be  actuarially  neutral— meaning 
if  you  live  to  the  average  age, 
you    get    about    the  same 
whether  you  start  collecting  smaller 
checks  early  or  bigger  checks  later.  But 
they're  not.  One  reason  is  that 
married  couples  get  a  special  deal:  When  one 
dies,  the  survivor  can  take  the  dead  spouse's 
benefits  (if  they're  higher)  and  drop  his  or 
her  own. 

"Whoever  the  higher  earner  is  should 
plan  to  delay  taking  Social  Security, 
because  the  higher  benefit  will  always  live 
on,"  says  James  Mahaney,  vice  president  of 
Prudential  Retirement  and  coauthor  of 
one  of  the  papers.  "The  key  message  is 
keep  your  husband  in  the  workforce  as 
long  as  you  can,"  quips  Alicia  H.  Munnell, 
director  of  the  Center  for  Retirement 
Research  at  Boston  College  and  coauthor 
of  the  other  paper.  (She  notes  that  a  wife 
might  continue  to  work,  too,  while  col- 
lecting Social  Security.  Although  early 
retirees  can  lose  a  portion  of  their  benefits 
if  they  earn  too  much,  once  you  reach  66 
you  don't  incur  any  penalty  for  working.) 

Part  of  why  the  62/70  solution  works 
is  something  known  as  joint  mortality. 
Consider  a  husband  and  wife,  both  born 
on  Jan.  1,  1950.  When  they  become  eligi- 
ble for  Social  Security  at  62,  the  wife  will 
have  a  projected  life  expectancy  of  84 
years  and  8  months.  That  roughly  means 
there's  a  50%  chance  she'll  live  that  long 
(roughly,  because  the  median  life  span  is 
not  necessarily  the  average  life  span).  The 
husband's  life  expectancy  will  be  81  years 
and  10  months.  But  there's  a  50%  chance 
one  spouse  will  die  before  78  and  a  50% 
chance  the  second  will  hold  on  until 
almost  89,  the  Government  Accountabil- 


HIGH-EARNING 
HUSBAND  AND.  . 

HUSBAND  62 
WIFE  62 

HUSBAND  70 
WIFE  62 

HUSBAND  70 
WIFE  66 

HUSBAND  70 
WIFE  70 

NONWORKING  WIFE 

$453,530 

Not  possible 

$511,960 

Not  advisable 

MEDIAN-EARNING  WIFE 

$509,526 

$561,774 

$559,225 

$548,011 

HIGH-EARNING  WIFE 

$577,683 

$629,931 

$626,777 

$610,889 

ity  Office  calculates.  So,  in  effect,  a 
woman  who  takes  Social  Security 
at  62  isn't  necessarily  accepting  a 
smaller  payout  until  84,  but  only 
(on  average)  until  her  husband  (or 
she)  kicks  off  shy  of  78.  And  that 
bigger  check  that  the  husband 
waited  until  70  to  get?  Half  the 
time  it  will  keep  coming  to  one  of 
them  for  19  years  or  more. 

The  table  shows  the  total  Social 
Security  payout  a  high-earning  husband  and 
his  wife  would  get  in  net  present  dollars, 
assuming  average  life  expectancies.  In  all 
cases,  it  pays  for  the  husband  to  wait  and 
the  wife  to  collect  earlier.  The  numbers 
shown  actually  understate  the  advantages  of 
the  split-age  strategy  for  many  couples,  since 
the  husband  and  wife  in  this  table  are  both 
now  62.  If  the  wife  is  younger,  as  is 
common,  the  benefits  of  this  split  strategy 
are  even  bigger. 

Note  that  a  wife  who  hasn't  worked 
outside  the  home  can  collect  "spousal" 
benefits,  but  not  until  her  husband  either 
draws  his  own  Social  Security  check  or 
reaches  full  retirement  age.  Spousal 
benefits  are  reduced  if  taken  at  62.  But  un- 
like worker  benefits,  they  don't  grow  if  they're 
delayed  beyond  66.  That  used  to  be  a 
disincentive  for  a  husband  in  a  one-earner 
family  to  delay  claiming  Social  Security.  But 
in  2000  Congress  added  a  provision  allow- 
ing a  worker  to  file  for  Social  Security  at  66, 
so  his  spouse  could  collect,  and  then 
"suspend"  his  own  benefits,  thereby 
earning  a  bigger  delayed  retirement  check 
for  himself  and,  very  likely,  his  widow. 

What  if  a  couple  of  high  earners 
decides  to  go  with  the  62/70  approach  and 
then  he  keels  over  from  a  heart  attack  at 
64?  Incredibly,  the  wife  can  undo  her  early 
retirement  by  paying  back,  without  inter- 
est, the  Social  Security  benefits  she  has 
received  and  then  wait  until  70  to  claim 
bigger  retirement  checks  for  herself. 

The  split-age  strategy  works  even  if 
both  husband  and  wife  have  earned  the 
Social  Security  tax  base  maximum 
($97,500  for  2007  and  $102,000  for  2008) 
their  whole  careers.  Still,  this  strategy  isn't 
for  everybody.  If  both  spouses  have 
Methuselah  genes,  it  probably  pays  for 
both  to  wait  until  69  or  70  to  collect.  If 
they're  in  poor  health,  they  may  both 
want  to  collect  at  62.  F 
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You  had  a  retirement 
saving  strategy. 

Who  knew  you  needed 
a  spending  one,  too? 


Introducing  the  Fidelity  Income  Replacement  Funds! 

You've  spent  all  these  years  saving  for  retirement.  Now  you  just  need  a  strategy  to 
spend  smart.  The  Fidelity  Income  Replacement  Funds  help  you  do  just  that.  The  funds 
use  a  withdrawal  process  that  seeks  to  provide  you  with  regular  monthly  payments  with 
the  potential  for  growth1.  And,  you  always  have  access  to  your  money.  Exactly  what 
you've  been  waiting  for. 

Call  1  800  FIDELITY  or  your  own  advisor. 
Fidelity.com/planforincome 


1 


move 


Before  investing,  consider  the  funds'  investment  objectives,  risks,  charges  and  expenses.  Contact 
Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

Performance  of  the  Fidelity  Income  Replacement  Funds  depends  on  that  of  their  underlying  Fidelity  funds.  These  funds  are  subject  to  the 
volatility  of  the  financial  markets  in  the  U.S.  and  abroad  and  may  be  subject  to  the  additional  risks  associated  with  investing  in  high  yield, 
small  cap  and  foreign  securities. 

The  above  referenced  withdrawal  process  is  the  optional  Smart  Payment  Program  ("SPP").  While  principal  preservation  is  not  guaranteed, 
an  investor's  participation  in  the  SPP  will  result  in  monthly  payments  and  the  gradual  liquidation  of  an  investment  in  the  fund  by  its  horizon 
date.  The  funds  and  SPP  may  not  be  appropriate  for  all  investors.  Please  consult  the  fund's  prospectus  for  more  details. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  100  Summer  Street,  Boston,  MA  02110  472268 
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ESTATE  PLANNING 


spouse  and  kids  from  a  first  marriage?  Your 
kids  could  end  up  with  a  lot  less  than  youd 


Where  There's  No  Will 

Something  bad  could  happen.  Your  mother-in-law 
inherits  your  house.  Your  family  gets  stuck 
paying  unnecessary  tax  By  Ashlea  Ebeling 


DO  YOU  HAVE  A  WILL?  IN  A  RECENT 
PNC  Wealth  Management  survey, 
30%  of  adults  with  investable  assets 
of  $500,000  or  more  admitted  they  didn't 
have  this  basic  document.  A  Harris  Inter- 
active survey  of  the  general  population,  done 
for  lawyers.com,  found  55%  had  no  will. 

If  you  die  intestate — meaning  without 
a  proper  will  or  living  trust— your  assets 
will  be  divvied  up  according  to  the  law  in 
the  state  where  you  live.  To  see  how  your 
estate  would  be  distributed,  based  on  your 
residence,  relatives  and  net  worth,  go  to 
www.forbes.com/finance  and  look  for  the 
retirement  section.  There  you  can  try  the 
intestacy  calculator  created  by  Johnstown, 
Pa.  estate  lawyer  Kurt  R.  Nilson.  You  might 
be  shocked. 

Example:  Married  couples  with  kids 
typically  write  "I  love  you"  wills  leaving 
everything  to  each  other,  with  the  idea 
that  the  survivor  will  take  care  of  the  kids. 
And  since  1991  the  National  Conference 
of  Commissioners  on  Uniform  State 
Laws,  a  group  dedicated  to  rationalizing 
and  harmonizing  state  laws,  has  urged 
states  to  make  this  the  default  for  a 
married  person  with  kids  (but  no  children 
from  a  previous  marriage)  who  dies 
intestate.  "A  lot  of  people  think 
their  spouse  gets  everything," 
says  Nilson. 

Yet  only  16  states  have  made 
that  the  law.  Some  states  have 
stuck  to  the  traditional  ap- 
proach of  giving  a  one-third 
share  to  the  spouse,  with  the 
kids  dividing  the  rest.  Other 
states  give  spouses  one  half. 
Mississippi  gives  an  equal  share 
to  the  surviving  spouse  and 
each  child;  if  there  are  nine  chil- 
dren, the  spouse  gets  one-tenth 
of  the  estate. 


Think  of  the  trouble  this  could  cause. 
If  your  kids  are  young,  your  spouse  will 
have  the  hassle  of  accounting  for  the  kids' 
funds  separately  and  the  worry  of  what 
the  darlings  will  do  with  the  money  when 
they  come  of  legal  age.  If  your  kids  are 
grown,  your  spouse  may  have  to  beg  them 
for  help  to  maintain  his  or  her  current 
lifestyle. 

Even  if  you  leave  behind  no  kids,  your 
surviving  spouse  may  not  get  all  your  assets. 
In  some  states  the  deceased  spouses  parents, 
siblings,  nieces  or  nephews  and  even  more 
distant  relatives  receive  a  cut. 

Moreover,  without  a  will  even  a  mod- 
est estate  can  get  hit  by  unnecessary  tax. 
You  can  leave  any  amount  to  a  spouse  free 
of  federal  and  state  estate  taxes.  You  can 
also  leave  $2  million  to  nonspouse  heirs 
without  federal  estate  taxes  kicking  in.  But 
some  states  tax  far  smaller  amounts  left  to 
nonspouse  heirs.  Say  you  die  intestate  in 
Pennsylvania  with  a  $2  million  estate,  a 
spouse  and  two  kids.  The  state  collects 
$44,325,  since  each  child  gets  $492,500 
(the  spouse  gets  $30,000  off  the  top  and 
half  of  what's  left),  taxed  at  a  4.5%  inheri- 
tance rate. 

What  if  you  die  intestate  with  a  second 


want.  In  the  "I  love  you"  states,  the  second 
spouse  typically  gets  a  minimum  of  $  1 00,000 
and  splits  the  rest  50/50  with  your  kids.  But 
your  40 1  (k)  and  other  pension  plans  at  work 
aren't  part  of  that  split;  federal  law  gives  them 
to  the  spouse,  unless  he  or  she  has  waived 
rights  to  them.  The  spouse  gets  the  house,  too, 
if  you  own  it  as  joint  tenants.  The  same  goes 
for  a  jointly  owned  brokerage  account.  Your 
IRAs?  They  pass  separately  to  whomever 
you've  named  as  the  beneficiaries. 

Most  states'  intestacy  laws  are  brutal 
on  unmarried  couples.  Your  live-in  part- 
ner of  20  years  could  get  nothing  and  be 
forced  from  your  shared  home. 

"I've  seen  people  come  in  and  say, 
'We're  not  really  married,  but  for  all  intents 
and  purposes  we  are,'"  says  Rebecca 
Manicone,  an  estate  lawyer  with  Green- 
berg  Traurig  in  McLean,  Va.  "Well,  that 
doesn't  cut  it." 

California,  the  District  of  Columbia, 
Maine,  New  Jersey  and  Washington  give 
intestacy  standing  (equal  to  that  of  a 
spouse)  to  both  surviving  heterosexual 
and  homosexual  partners,  but  only  if  the 
couple  has  signed  up  for  a  state  partners 
registry.  (Don't  be  lulled  by  the  registries 
offered  by  some  cities:  They  give  partners 
the  right  to  workplace  benefits,  but  not,  in 
most  cases,  inheritance  rights.)  In  addi- 
tion, in  those  states  that  still  recognize 
"common  law  marriage"  (see  map  on 
p.  91  J,  a  long-standing  heterosexual  part- 
ner might  be  able  to  claim  the  spouse's 
share  of  your  estate,  but  it  could  mean  a 
lot  of  lawyers'  fees. 

What  if  you  die  intestate  leaving  no 
spouse  (common  law  or  otherwise)  and 
no  kids?  Your  parents  and  sib- 
lings are  usually  next  in  line  to 
inherit.  In  nine  states  the  par- 
ents of  your  late  spouse  are  in 
line,  too,  albeit  toward  the  rear. 
In  Colorado  a  natural  parent 
who  gave  you  away  for  adop- 
tion can  be  an  intestacy  heir. 

So  don't  put  if  off.  Get  a 
will  written  and  sign  it.  "We 
have  some  clients  with  very 
well-traveled,  unsigned  wills," 
laments  Timothy  Speiss,  a  CPA 
in  charge  of  Eisner  LLP  s  wealth 
advisory  group  in  New  York.  F 
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inally,  guaranteed 
ncome  that 
eaves  you  in  the 
driver's  seat. 


Introducing  Fidelity  Growth  and  Guaranteed  Income;; 

/Vhatyou  need  in  retirement  is  income.  And  we  can  help  you  create  a  guaranteed2  income 
;tream  that  will  last  and  also  has  potential  to  grow.  Fidelity  Growth  and  Guaranteed 
ncome  is  a  deferred  variable  annuity  that  enables  you  to  receive  regular  payments  that 
fou  can  depend  on  -  without  high  fees;  and  you  still  have  access4  to  your  money.  It's 
ncome  that  will  not  go  down  even  if  the  market  does,  and  can  increase  if  the  market 
goes  up^  It's  like  cruise  control  for  retirement. 

Za\\  1  800  588  2156  or  your  own  advisor. 
:idelity.com/guaranteedincome 

'. 1 1  -    i  i  1 1 1     .    j 


Before  investing,  consider  the  investment  objectives,  risks,  charges  and  expenses  of  the  annuity  and  its  investment 
options.  Call  or  write  to  Fidelity  or  visit  Fidelity.com  for  a  free  prospectus  containing  this  information.  Read  it  carefully, 
principal  value  and  investment  returns  of  a  variable  annuity  will  fluctuate  and  you  may  have  a  gain  or  loss  when  money 
is  withdrawn. 

Insurance  products  are  issued  by  Fidelity  Investments  Life  Insurance  Company  (FILI).  FILI  is  licensed  in  all  states  except  New  York. 
In  NY,  insurance  products  are  issued  by  Empire  Fidelity  Investments  Life  Insurance  Company9,  New  York,  N.Y.  Products  may  not  be 
available  in  all  states.  The  contract's  financial  guarantees  are  solely  the  responsibility  of  the  issuing  insurance  company. 

Fidelity  Growth  and  Guaranteed  Income  is  Policy  Form  No.  DVA-GWB-2007,  et  al.  Growth  and  Guaranteed  Income  is  Policy  Form  No.  EDVA- 
3WB-2007,  et  al  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC,  and  Fidelity  Insurance  Agency,  Inc.,  are  the  distributors. 
■  In  N  Y.,  Growth  and  Guaranteed  lncomeSM.   2Guarantees  are  subject  to  the  claims-paying  ability  of  the  issuing  insurance 

company.  3  According  to  Morningstar/VARDS*,  Fidelity  Growth  and  Guaranteed  Income's  (FGGI's)  annual  annuity  charge  of  1.25%  for 
oint  lives  is  approximately  40%  lower  than  the  industry  average  annual  annuity  charge  of  2.05%  for  deferred  variable  annuities  offering 
guaranteed  withdrawal  benefits  for  life  as  of  5/31/07.  FGGI  does  not  have  a  guaranteed  minimum  death  benefit  whereas  the  industry 
average  annuity  may.  4  Excesss  withdrawals  may  significantly  reduce  the  GWB  Amount,  and,  if  taken  during  the  first  5  contract  years, may 
oe  subject  to  a  2%  Surrender  Fee.   5  Up  to  age  85. 

468545.2 


INCREDIBLE  EGGS 


EORGE  S.  BASS  CLUCKS  AND 
coos  at  6,000  rust-colored 
hens  pecking  and  scratching 
the  floor  in  one  of  1 1  airy  red 
barns  on  the  farm  at  the 
Country  Hen  in  Hubbardston,  Mass.  He 
stops  admiring  his  flock  only  to  push  his 
hand  into  a  tall  canvas  bag  and  scoop  up  a 
handful  of  freshly  milled  chicken  feed.  The 
odorless  mix  is  made  from  corn,  oyster 
shells,  Canadian  wild  salmon  meal,  wheat 
and  flaxseed,  among  other  wholesome- 
sounding  ingredients.  "Try  some,"  he  says, 


Fowl  Play 

George  S.  Bass  says  Country  Hen  eggs  can  prevent 
heart  disease  and  help  cure  cancer.  Some 
customers  may  believe  this  By  Emily  Schmall 


nudging  a  visitor.  "Full  of  vitamins." 

Bass,  76,  can't  resist  an  opportunity  to 
deliver  a  sales  pitch.  He  insists  his  eggs  are 
jam-packed  with  nutrients  that  can  prevent 
and  cure  many  ills  (thanks  to  chicken  feed 
that  costs  $400  a  ton,  twice  as  much  as  the 
usual  stuff).  Bass  would  have  you  believe 


that  his  supereggs  fight  heart  disease,  can- 
cer and  memory  loss.  Bass,  a  stroke  victim, 
needs  a  good  pitch:  Country  Hen  eggs 
retail  at  $6-plus  a  dozen,  triple  the  price  of 
supermarket  brands. 

Can  a  poultry  man  make  grandiose 
I  medical  claims  without  scientific  proof? 


Not  on  the  egg  carton.  But  there's  a  First 
Amendment  right  to  spout  off  in  books  and 
periodicals.  Pressing  the  legal  boundaries 
a  bit,  Bass  publishes  a  two-page  newsletter 
boasting  of  eggs'  nutritional  value  and  tucks 
the  newsletter  into  Country  Hen  cartons. 
The  propaganda-enriched  eggs  appear  in 
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Handled  with  care:  George  S.  Bass  (left)  in  a  barn  at  the 
Country  Hen  and  (top)  an  egg  sorter  at  the  farm. 


1,800  U.S.  grocery  stores,  including  many 
Publix  and  Whole  Foods  outlets.  Folksy 
and  rambling — there's  little  evidence  of 
editing — the  letter  goes  on  about  the  health 
benefits  of  lutein  (450mcg  in  each  Coun- 
try Hen  egg),  selenium  (15mcg),  omega-3 
fatty  acids  (300mg)  that  may  prevent  heart 
disease  and  lower  blood  pressure,  and 
choline  (400mg).  "Can  your  baby  have  a 
superbrain?  We  don't  know,  maybe  they 
could,"  Bass  wrote  this  year,  trumpeting  a 
study  that  apparendy  showed  rodents  with 
high  choline  levels  had  "30%  more 
memory"  than  rats  with  normal  levels. 
"This  is  so  exciting!"  Each  Country  Hen  egg 
contains  twice  as  much  lutein,  3  times  as 
much  choline  and  15  times  as  much 
omega-3  as  a  conventional  egg. 

The  Country  Hen  fans  eat  this  stuff 
up.  Bass'  authorial  voice  makes  them  feel 
as  if  they  are  buying  a  piece  of  the  Coun- 
try Hen's  Rockwellian  farm,  where  68,000 
cage-free  hens  lay  55,000  eggs  a  day.  (The 
birds  are  confined  to  300-foot-long  barns 
but  allowed  to  sun  themselves  on  porches 
in  good  weather.)  He  occasionally  lets  up 
on  the  nutritional  claims  to  write  about 
Charlie  and  Sarah,  the  farm's  pet  goats, 
and  about  egg-snatching  skunks.  Bass 
doesn't  hesitate  to  market  misfortune: 
When  a  2004  fire  destroyed  a  barn  and 
13,200  hens,  20%  of  his  flock,  it  made  for 
a  tear-jerking  tale  in  Bass'  newsletter. 

Last  year  150  customers  took  Bass  up 
on  his  invitation  to  visit  the  Hubbardston 
operation.  "I  feel  that  this  Country  Hen 


might  have  hens  that  are  actually 
happy,"  says  Joyce  Vaughn  of 
Palm  Beach,  Fla.  "I  won't  buy 
any  other  egg." 

As  commodity  businesses  go, 
this  one  looks  rather  profitable. 
Although  the  company  won't 
reveal  its  net  income,  it  appears  the 
gross  profit  margin  is  comfortably 
above  10%.  Company  revenues  for 
2006  were  $4.2  million;  retailers 
charged  more  than  twice  that  sum. 
Alas,  not  everyone  thinks  these 
eggs  are  what  they  are  cracked 
up  to  be.  In  June  the  Center  for 
Science  in  the  Public  Interest  urged 
the  Food  &  Drug  Administration 
to  take  action  against  the  Country 
Hen  and  six  other  producers  that 
suggest  their  eggs  promote  heart  health. 
In  October  CSPI  followed  up  by  criticizing 
companies  for  overstating  the  health  bene- 
fits of  omega-3.  "I  think  people  are  being 
hoodwinked,"  says  Bonnie  Liebman,  CSPl's 
director  of  nutrition. 

The  Country  Hen  also  has  foes  within 


the  organic  farming  community.  In  2002 
one  organic  certifier  said  the  Country  Hen 
was  not  meeting  U.S.  Department  of  Agri- 
culture organic  standards  because  its  birds 
were  kept  indoors.  The  USDA  ultimately  let 
the  Country  Hen  keep  its  organic  label,  but 
its  image  took  a  hit.  "We  got  dragged 
through  the  mud,"  sighs  Robert  Beaure- 
gard, Country  Hen  general  manager,  who 
says  the  controversy  hurt  sales  in  2003. 

Bass  first  got  into  the  egg  business  in 
1962  in  Bogota,  Colombia,  where  he  used 
some  money  he  inherited  to  purchase  a  9- 
acre  farm  with  500,000  birds  for  $17,000. 
Bass  sold  the  company,  Huevos  Oro,  for 
$1  million  in  1977.  He  admits  he  might  be 
ready  to  sell  again — but  only  to  a  buyer 
who  is  committed  to  promoting  the 
health  benefits  of  egg  consumption.  So  far, 
no  takers.  And  what  would  Bass  do  with 
the  money?  Build  a  refuge  for  children 
with  emotional  disorders,  says  he. 
Omega-3,  he  claims,  can  mute  the  rapid 
mood  swings  associated  with  manic 
depression.  He  plans  to  write  that  up  in  an 
upcoming  issue  of  his  newsletter.  F 


1 5  Million  Toys  RECALLED 

due  to  Lead  Paint  Content 


Overheating  Appliance  Cords  Result  in 

Product  Recalls 


There  are  millions  of  reasons 
why  everything  should  have 

TUVRheinland? 

To  succeed  in  today's  highly  competitive  retail  climate  you  need  to 
focus  on  margins,  not  manufacturing  issues.  At  TUVRheinland'"',  we 
know  this.  That's  why  our  Global  Retail  Solutions  group  works  with 
you  and  your  vendors  to  cover  virtually  every  step  of  the  process  from 
sourcing  through  sell-through.  With  over  a  century  of  experience  in 
overseeing  everything  from  design  to  delivery,  our  international  team 
of  experts  are  there  watching  your  back — and  your  bottom  line. 

Call  for  a  custom  consultation: 
1-TUV-Rheinland  (1-888-743-4652) 


TUVRheinlancf 

Precisely  Right. 


)  2007  TUVRheinland 


Hamsters  spend  their  lives  running  in  place. 


They'll  never  get  where  they  want  to  be. 

But  you  can.  With  proven  performance  management  software  from  SAS. 

www.sas.com/hamsters 


BANKING 


Beyond 


Bank  on  It 


What  should  you  look  at  before  buying  a  bank's  stock?  Things  like  its  skill  in 
landing  new  deposits  and  the  conservatism  in  its  loan-loss  cushion. 

By  Jack  Gage 


T 


HE  RECENT  EARNINGS  DISASTERS  AT  BANKS  LIKE 
Citigroup,  Washington  Mutual  and  Bank  of  Amer- 
ica have  put  a  spotlight  on  the  industry's  exposure  to 
falling  home  prices  and  risky  loans.  The  upside: 
Bank  shares  are  cheap.  If  you  know  how  to  pick 


through  the  rubble,  you  can  find  some  bargains. 

After  falling  13%  over  the  last  year — versus  a  13%  increase 
for  the  S&P  500 — the  largest  banks  are  selling  for  1.6  times 
book.  That's  a  27%  discount  to  their  average  price/book  mul- 
tiple of  the  past  five  years.  Clearly  Wall  Street  does  not  expect 
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Beyond  the  Balance  Sheet 


Frugality  Rewarded 

Penny-pinchers  like  Hudson  City  can  pass  along  the  savings  to  shareholders. 


BANK 

EFFICIENCY 
RATIO  %1 

PRICE/ 
BOOK 

YIELD 

% 

ASSETS 
(SBIL) 

PRICE 

H  |  >  yf  i  ]  ^  t*l  i  I'M  ■  f J  ?T*f*T>T^^B 

$40 

$15.17 

NEW  YORK  COMMUNITY  BANCORP 

40.9 

1.4 

5.4 

30 

18.19 

U.S.  BANCORP                                  44.1                  2.9        4.9          223  32.35 

BANK  OF  AMERICA 

48.8 

1.7 

5.0 

1,534 

INDYMAC  BANCORP 

66.5 

0.7 

10.7 

32 

17.95 

STATE  STREET 

69.5 

2.6 

1.2 

112 

74.68 

FIRST  HORIZON  NATIONAL 

80.5 

1.3 

7.1 

38 

24.52 

Prices  as  of  Oct.  16.  'Overhead  costs  as  a  percentage  of  revenue. 
Sources:  SNL  Financial;  Reuters  Fundamentals  via  FactSet  Research  Systems. 

much  good  to  come  from  this  sector.  Banks'  rich  dividends, 
now  an  average  3.5%  of  share  prices,  aren't  tempting  enough. 

With  home  sales  falling  and  lenders  not  finished  writing 
off  soured  mortgages  and  loans — witness  Citigroup's 
$3  billion  charge  in  mid-October — you  need  to  be  careful.  A 
stock  could  be  cheap  for  a  good  reason.  Shares  of  Country- 
wide Financial  were  trading  well  below  book  in  August.  Then 
the  bank  announced  it  was  tapping  into  an  $  1 1 .5  billion  line  of 
credit,  stoking  fears  of  bankruptcy.  Its  stock  plunged  30%. 

The  two  basic  measures  of  bank  stocks  are  the  price/earn- 
ings ratio  and  the  price/book  ratio.  Small  investors  pay  more 
attention  to  the  former,  merger  brokers  the  latter.  But  these 
two  are  just  a  starting  point.  In  this,  our  13th  Beyond  the  Bal- 
ance Sheet  installment  (previous  editions  included  retailing, 


earnings  quality,  capital  expenditures  and  corporate  gover- 
nance), we  examine  banks  using  six  other  metrics.  Our  source 
is  Kristoffer  Niswander,  a  senior  bank  analyst  at  the 
Charlottesville,  Va.  research  firm  SNL  Financial.  No  single  one 
of  these  metrics  can  tell  you  if  you  should  buy  or  sell  a  stock. 
Together,  they  hint  at  whether  a  low-multiple  stock  deserves 
its  throwaway  price  or  not.  The  universe  for  these  tables  con- 
sists of  the  100  largest  U.S.  banks  by  assets. 

The  first  metric  looks  at  deposit-gathering  skill.  The  "core" 
deposits  SNL  cares  about  are  in  accounts  smaller  than 
$100,000.  These  are  (usually)  a  cheap  source  of  lending  capi- 
tal. Beyond  $100,000,  you  are  mostly  looking  at  hot-money 
CDs  that  cost  the  bank  more  in  interest  payments.  The  key 
question:  Can  a  bank  land  new  deposits  without  running  up 


M&T  Bank 
dquarters  in 
Buffalo,  N.Y. 


Stuck  on  You 


Banks  with  a  high  dose  of  loans  held  for  sale  are  vulnerable  to  weakness  in  the  market  for 
asset-backed  securities. 


HOT  LOANS  VS.  PRICE/      YIELD  ASSETS 

SAFE  LOANS1  BOOK         %  (SBIL)  PRICE 


■  ■'Mliil.'Ml" 

T™ 


Prices  as  of  Oct.  16.  'Loans  held  for  sale  as  a  percentage  of  loans  held  for  investment. 
Sources:  SNL  Financial;  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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Too  Concentrated 


Banks  with  more  than  10%  of  loans  tied  to  house  building  may  be  more  susceptible  to  weak  home  sales. 


CONST  &  DEV  LOANS/   PRICE/     YIELD  ASSETS 


TOTAL  LOANS  %1 


(SBIL)  PRICE 


ZIONS  BANCORPORATION 
MARSHALL  &  ILSLEY 
BB&T 

REGIONS  FINANCIAL 
KEYCORP 


STRONG 

CAPITAL  ONE  FINANCIAL  2.9 

■  - 

145  66.99 

Prices  as  of  Oct.  16.  'Loans  to  construction  and  development  companies  as  a  percentage  of  total  loans. 
Sources:  SNL  Financial;  Reuters  Fundamentals  via  FactSet  Research  Systems. 


much  in  the  way  of  increased  expenses?  The  bottom 
table  on  page  102  compares  a  bank's  increase  in  core 
deposits  with  its  increase  in  interest  expense. 

For  years  Commerce  Bancorp  used  perks  like  the 
added  convenience  of  being  open  on  Sundays  and 
financial  workshops  for  kids,  pampering  its  cus- 
tomers so  it  did  not  have  to  pay  competitive  interest 
rates.  Result:  Commerce  ran  up  an  additional  $1.32 
in  higher  expenses  to  land  every  $100  of  new  core 
deposits  over  the  last  year;  Citigroup's  comparable 
measure  was  roughly  five  times  that.  In  October  TD 
Bank  paid  a  rich  2.9  times  book  for  Commerce. 

The  table  at  the  top  of  page  102  compares  core 
deposits  with  shareholder  equity  without  looking  at 


growth.  Tops  here  is  Bank  of  Hawaii,  whose  deposits 
represent  9.4  times  book  value. 

The  table  at  the  bottom  of  page  100  focuses  on 
lending  risk.  Sapped  appetite  for  mortgage-backed 
securities  and  other  derivatives  has  meant  hefty 
charge-offs  for  some  banks  already.  Our  measure  here 
is  the  ratio  of  loans  being  held  for  sale  (which  usually 
means  loans  in  the  process  of  being  packaged  into 
securities)  to  loans  held  for  investment  (which  accrue 
monthly  interest  for  the  bank).  A  high  ratio  suggests 
that  a  bank  is  exposed  to  risk  in  the  less  liquid 
secondary  market.  IndyMac  Bancorp's  10.7%  yield  is 
tempting;  its  pile  of  loans  for  sale  tells  you  to  be  wary. 

The  table  below  looks  at  another  way  to  measure 


Skimpy  Cushions 


High  charge-offs  relative  to  reserves  (Citigroup)  can  mean  more  money  will  need  to  be  put  aside  for 
bad  loans,  which  would  hurt  earnings. 


lit*  r%^T 
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CHARGE-OFFS  PER  PRICE/     YIELD  ASSETS 

BANK  $100  OF  RESERVES1  BOOK       %  (SBIL)  PRICE 

CITIGROUP                              $99.35              tS^  _  48%_  $2,221  $44.79 

WELLS  FARGO                            9839              2.4        3.6  54®,  34.55 

FIRSTMERIT                               61.19"            17        6.2  10  18.75 


NATIONAL  CITY  59.63  1.1        6.8         141  24.14 


JPMORGAN  CHASE  58.61  1.3        3.4       1,458  45.11 


ASTORIA  FINANCIAL 

NEW  YORK  COMMUNITY  BANCORP  045 

HUDSON  CITY  BANCORP  0  25 


2.1 


4.0 


22 


Prices  as  of  Oct.  16.  'Based  on  second-quarter  reserves  and  last  12  months  of  charge-offs.  Sources:  SNL  Financial; 
Reuters  Fundamentals  via  FactSet  Research  Systems. 
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yond  the  Balance  Sheet 


Bountiful  Deposits 


Bank  of  Hawaii  and  TFC  Financial  give  its  owners  the  most  deposits  per  dollar  of  equity; 
State  Street  and  Fifth  Third  Bancorp  provide  the  least. 


CORE  DEPOSITS1/         PRICE/      YIELD  ASSETS 
BOOK  VALUE  BOOK         %  (SBIL)  PRICE 


STRONG 


PEOPLE'S  UNITED  FINANCIAL 

1.5 

1.2 

3.1 

14 

17.26 

BANK  OF  NEW  YORK  MELLON 

0.7 

2.7 

2.2 

126 

44.35 

STATE  STREET 

0.2 

2.6 

1.2 

112 

74.68 

Prices  as  of  Oct.  16.  'Total  deposits  less  than  $100,000  minus  certificates  of  deposits. 
Sources:  SNL  Financial;  Reuters  Fundamentals  via  FactSet  Research  Systems. 


Growing  on  the  Cheap 

PNC  Financial  and  Synovus  have  been  able  to  increase  their  core  deposits  at  relatively  little 
incremental  interest  expense. 


COST  PER  $100  OF 

PRICE/ 

YIELD 

ASSETS 

BANK 

NEW  DEPOSITS1 

BOOK 

% 

(SBIL) 

PRICE 

33 

26.65 

CAPITAL  ONE  FINANCIAL 

0.87 

y 

66.99 

BANK  OF  HAWAII 

11 

50.33 

PNC  FINANCIAL  SERVICES  GROUP 

NORTHERN  TRUST 

5.81 

3.6 

1.6 

60 

71.37 

CITIGROUP 

6.42 

1.8 

4.8 

2,221 

44.79 

SUNTRUST  BANKS 

6.72 

1.4 

4.1 

180 

71.93 

Prices  as  of  Oct.  16.  'One-year  incremental  interest 

expense  divided  by  new  core  deposits. 

Sources:  SNL  Financial;  Reuters  Fundamentals  via  FactSet  Research  Systems. 

balance-sheet  risk:  reserves  relative  to  charge-offs.  "Reserves 
are  at  historic  lows,"  says  SNL's  Niswander.  "Forget  10%  to  20% 
increases.  We  could  see  reserves  double  next  quarter."  Citi- 
group, for  instance,  ran  through  99%  of  its  reserves  for  loan 
losses  in  one  year  of  charge-offs.  Citi,  of  course,  was  replenish- 
ing the  reserves  as  it  went  along,  but  the  fast  pace  of  charge- 
offs  suggests  that  it  will  have  to  step  up  the  replenishment  rate, 
hurting  earnings.  The  converse:  Hudson  City  Bancorp,  a 
conservatively  run  savings  and  loan  (98%  of  its  loans  are  first 
mortgages),  hasn't  booked  a  charge-off  in  six  months. 

You  don't  want  to  own  a  bank  too  heavily  exposed  to  home 
building.  The  table  at  the  top  of  page  101  displays  loans  to 
construction  and  development  companies  as  a  percentage  of 


total  loans.  At  Zions  Bancorporation  this  ratio  is  24%,  with 
most  of  its  construction  loans  going  to  home  builders.  Thus  far 
the  bank's  earnings  have  been  terrific  and  it  has  had  few 
problems  with  defaults.  But  Zions  does  significant  business 
in  the  Southwest,  where  the  hot  real  estate  market  of  the  past 
few  years  appears  to  be  cooling. 

The  table  at  the  top  of  page  100  measures  frugality.  The 
metric  is  the  efficiency  ratio,  defined  as  a  ratio  of  overhead  costs 
(salaries,  rent  and  so  on)  to  revenue.  The  top  spot  again  goes  to 
Hudson  City.  F 


For  more  information  on  the  companies  included  in  this 
Beyond  the  Balance  Sheet  and  past  stories  in  this  series,  visit 
www.forbes.com/bbs/. 
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Giraffes  get  dropped  6  feet  to  the  ground  at  birth. 


They  can't  avoid  rude  awakenings. 

But  you  can.  With  proven  performance  management  software  from  SAS. 

www.sas.com/giraffes 
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ORTHOPEDICS 


Brace  Yourself 

Ossur's  bionic  limbs  help  amputees  get  around.  Intelligent  knee  braces  for 
graying  jocks  could  be  next  |  By  Andy  Stone 


GISLI JONSSON  WEARS  MANY 
different  legs.  He  lost  the  left 
leg  he  was  born  with  in  a 
motorcycle  accident  when  he 
was  20.  Now  he's  an  official 
tester  of  prosthetic  knees  at  Iceland's 
artificial  limb  maker  Ossur.  He  straps  as 
many  as  ten  bionic  knees  onto  his  thigh 
each  day  and  takes  them  for  a  \valk  around 


Ossur's  Reykjavik  headquarters,  negotiat- 
ing stairs  and  inclines.  If  he  keeps  from 
falling,  and  if  motion  sensors  attached  to 
each  prosthesis  collect  sufficiently  good 
data,  the  knee  is  ready  to  be  shipped. 

Ossur's  bionic  prostheses  have  been 
great  news  for  lower-leg  amputees  (there 
are  240,000  in  the  U.S.)  for  whom  walk- 
ing on  an  artificial  leg  can  be  as  difficult 


and  dangerous  as  walking  on  ice.  In  2005 
Ossur  introduced  the  Rheo  Knee,  its  first 
bionic  joint.  It  has  a  tiny  chip  with  soft- 
ware to  monitor  a  wearer's  gait  and  adjust 
magnetic  circuits  to  change  the  flexibil- 
ity of  the  aluminum-and-plastic  joint. 
The  knee,  for  example,  stiffens  up  if  its 
user  stumbles,  helping  to  prevent  falls. 
Now  Ossur  ($330  million  in  esti- 
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It's  time  to 
invest  in 
our  own 
backyard. 


Natural  gas  In  Wyoming  and  in  Colorado's 
San  Juan  Basin,  we're  investing  up  to 
$4.6  billion  over  the  next  15  years  to  increase 
production  of  natural  gas,  the  cleanest 
burning  fossil  fuel.  BP  is  a  leading  producer 
and  supplier  of  oil  and  natural  gas  in  the  U.S. 


Biofuels  In  California  and  Illinois,  we're 
investing  $500  million  over  the  next  ten 
years  to  establish  the  Energy  Biosciences 
Institute  to  explore  the  emerging  secrets  of 
bioscience  and  apply  them  to  finding  new 
sources  of  clean  and  renewable  energy. 

©  2007  BP  Products  North  America  Inc. 


Solar  In  Frederick,  Maryland,  we're 
embarking  on  a  $97  million  expansion 
project  of  our  solar  plant,  the  largest  fully 
integrated  solar  facility  in  North  America. 
We'll  also  upgrade  the  facility  by  employing 
sustainable  design  components. 


beyond  petroleum8 


bp.com/us 


Innovation 


mated  2007  sales)  wants  to  apply  its 
bionic  wizardry  to  the  more  mundane  but 
widespread  problem  of  tender  knees  and 
ankles.  Osteoarthritis  attacks  the  legs  of 
15  million  Americans  and  retires  baby 
boomers  from  the  basketball  court 
sooner  than  theyd  like.  Bad  ligaments 
sideline  many  more.  Those  numbers 
should  swell  as  the  population  over  70 
more  than  doubles  to  70  million  by  2020. 

Ossur  is  in  the  early  stages  of  devel- 
oping what  will  be  the  first  intelligent 
brace.  It  would  fit  as  discreetly  under 
pants  as  an  Ace  bandage,  yet  provide  the 
support  of  a  much  bigger,  uncomfortable 
brace.  It  would,  like  an  automotive  air 
bag,  activate  only  in  an  emergency. 
Sensors  in  the  brace  would  detect  when  a 
knee  is  about  to  twist  dangerously, 
triggering  bladders  running  the  down  the 
sides  to  fill  with  air  in  a  fraction  of  a 
second,  protecting  the  knee. 

Hilmar  Janusson,  Ossur's  technology 
chief,  talks  of  a  day  when  professional 
sports  teams  will  fit  all  their  players  with 
the  smart,  slender  braces,  protecting 
their  rich  investments  in  knees  and 
ankles.  Aging  amateurs  would  finally  be 
glad  to  start  wearing  the  braces  their  doc- 
tors have  been  prescribing.  "Ninety- nine 
percent  of  the  time  you  don't  need  a 
brace,"  says  Janusson.  "But  you  have  to 
wear  it  100%  of  the  time  to  catch  the 
problem." 

Both  he  and  Palmi  Einarsson,  head  of 
Ossur's  brace  research,  remain  coy  on  the 
gadget's  specifics,  but  they  estimate  that 
the  brace  could  be  ready  in  as  little  as 
three  years.  It  might  not  use  tiny  air  bags 
but  incorporate  rheostatic  fluids  that 
solidify  in  a  split  second,  or  electrodes  to 
shock  muscles  and  stiffen  them  to  sup- 
port the  joint.  "If  somebody  can  do  it,  it 
should  be  us,"  says  Ossur  Chief  Executive 
Jon  Sigurdsson. 

In  the  last  eight  years  Ossur  has  come 


from  nowhere— the  middle  of  the  North 
Atlantic,  to  be  specific — to  become  the 
world's  second-largest  maker  of  both 
prosthetics  and  braces.  Sigurdsson  took 
a  tiny,  family-run  business  and  pumped  it 
full  of  capital  from  eager  Icelandic 
investors.  Since  2000  Ossur  has  bought 
13  companies  and  found  ways  to  inject 
digital  intelligence  and  advanced  fluid 
mechanics  into  prosthetic  designs  little 
changed  since  the  Civil  War. 

Sigurdsson's  goal  is  to  more  than  dou- 


joy  brand  outfits  90%  of  the  biggest  col- 
lege sports  programs,  many  of  which 
require  their  football  linemen  to  wear 
knee  braces. 

Ossur's  other  competitor  is  skepti- 
cism. With  braces  it's  difficult  to  do  the 
large-scale,  double-blind  clinical  trials 
that  doctors  rely  upon  to  decide  which 
treatments  to  prescribe.  So  most  ortho- 
pedists continue  to  promote  painkillers 
and  surgery.  Sigurdsson  hopes  Ossur  will 
be  the  first  to  earn  osteoarthritis  braces 


Better 
Bend 

Ossur's  smart  brace  will  provide 
the  support  of  a  large  knee 
brace  with  the  slim  profile  of  a 
neoprene  sleeve.  When  sensors 
embedded  in  the  smart  brace 
detect  a  potentially  harmful 
movement,  they'll  trigger  air 
bladders  running  the  length  of 
the  brace  to  inflate,  supporting 
the  knee  and  preventing  injury. 


ligament  brace 


smart  brace 


/ 


ble  revenue  to  $750  million  by  2010.  Arti- 
ficial limbs  once  made  up  most  of  its 
revenue,  but  now  it  is  knee-deep  in  the 
$1.6  billion  bracing  market,  which  is 
three  times  the  size  of  the  limbs  market. 

In  its  biggest  market,  the  U.S., 
Ossur's  competition  just  got  a  bit  stur- 
dier. In  July  ReAble  Therapeutics,  an 
orthopedic-products  subsidiary  of  pri- 
vate equity  firm  Blackstone,  agreed  to 
buy  bracemaker  DJO  for  $1.6  billion,  cre- 
ating an  orthopedics  powerhouse  with 
extensive  access  to  the  surgeons  who 
prescribe  many  of  its  products.  Its  Don- 


status  as  a  viable  alternative,  and  as  a  solu- 
tion that  can  delay  the  need  for  at  least 
some  of  the  200,000  annual  U.S.  knee 
replacements.  Ossur's  $1,500  Unloader 
One  brace,  for  example,  is  designed  to 
slow  the  degeneration  of  arthritic  knees 
by  channeling  force  away  from  weak  car- 
tilage. But,  says  Janusson,  "the  language 
under  which  we  can  promote  and  work 
with  clinics  is  missing." 

Ossur's  $17,250  price  tag  for  the  Rheo 
Knee  has  made  some  insurers  balk,  which 
means  the  user  picks  up  the  tab.  Ossur 
sells  80  Rheo  Knees  per  month.  The  smart 
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Everyone  talks  about  the 
world' s  ecology  problems. 
Few  talk  solutions. 
We  do. 


braces  to  come  will  be  expensive  and 
insurers  will  delight  in  sending  rejection 
letters  to  patients. 

In  this  case  the  insurers  may  have 
some  basis  for  being  naysayers.  "Func- 
tional braces  are  very  expensive,  may 
work,  but  only  short  term,  and  are  not 
necessarily  better  than  a  neoprene  sleeve," 
says  Christopher  Harner,  an  orthopedic 
surgeon  at  the  University  of  Pittsburgh 
Medical  Center. 

Ossur's  brace  guru  Einarsson  admits 


was  Iceland's  commercial  attache  in  New 
York,  joined  as  chief  executive  in  1996 
when  it  was  a  one-product,  family- 
owned  company  with  only  $4  million  in 
revenue.  The  place  was  rife  with  nepo- 
tism. The  prior  chief  executive  had  hired 
his  wife,  brother  and  uncle.  Sigurdsson 
tightened  up  accounting  and  operations 
and  raised  $70  million  in  offerings  on 
the  Reykjavik  stock  exchange  in  1999 
and  2000. 

He  used  the  cash  to  buy  four  ortho- 


race  norm 


motion  sensors 


electronic  brain 


expanded  air  bags 


mergency 


"braces  in  general  have  a  really  bad 
reputation."  So  the  company  is  working 
with  researchers  at  a  Vail,  Colo,  ortho- 
pedic clinic  on  an  80-patient  trial  to  bet- 
ter quantify  their  benefits.  Ossur  is  also 
working  with  the  Food  &  Drug  Admin- 
istration to  develop  a  procedure  that  will 
test  the  effectiveness  of  all  braces. 

The  company  was  founded  in  1971 
by  Ossur  Kristinsson,  an  Icelander  born 
with  a  deformed  left  leg.  He  made  pros- 
thetics his  career  and  began  by  making 
silicon  liners  that  connect  prostheses 
with  an  amputee's  leg.  Sigurdsson,  who 


pedics  firms,  making  Ossur  the  second- 
largest  artificial  limb  maker  in  the  world. 
(Germany's  Otto  Bock  is  the  biggest.) 
One  notable  buy  was  Flex- Foot  of  Aliso 
Viejo,  Calif.,  which  makes  the  carbon 
fiber  feet  worn  by  South  African  double 
amputee  Oscar  Pistorius,  a  champion 
Paralympic  sprinter  whose  hopes  to  run 
at  the  2008  Summer  Olympics  were 
recently  thwarted  by  a  rule  change. 

Ossur  teamed  with  the  Massachusetts 
Institute  of  Technology  to  develop  the 
Rheo  Knee  prosthesis,  a  joint  that  thinks 
for  itself.  With  no  connection  to  the 


wearer's  nervous  system,  artificial  intelli- 
gence in  the  Pvheo  Knee  learns  to  mimic 
commands  the  brain  would  give  when 
the  wearer  walks  from,  say,  flat  ground  to 
an  incline.  The  joints  make  walking  far 
more  natural  than  with  50-year-old 
passive  systems  that  rely  on  pulleys  and 
hydraulics  to  control  gait. 

Sensors  in  the  Rheo  Knee  track  gait, 
pressure  and  acceleration  and  feed  the 
data  to  a  tiny  computer  that  predicts 
what  the  next  stage  of  movement  should 
look  like.  Swing  speed  is  controlled  by 
altering  the  electrical  charge,  which 
changes  with  the  viscosity  of  the  fluid- 
filled  hinge.  Under  normal  circum- 
stances the  knee  swings  at  a  speed  that 
will  maintain  stride.  But  if  the  electronic 
brain  detects  dangerous  movement,  it 
applies  more  current,  aligning  micro- 
scopic bits  of  iron  in  the  fluid  to  increase 
its  viscosity.  This  locks  the  knee  and 
prevents  a  fall. 

Ossur  teamed  up  with  Canadian 
engineering  companies  Victhom  and 
Dynastream  for  the  development  of  two 
new  bionic  joints  that  it  introduced  in 
September  2006.  Power  Knee  packs  an 
electric  motor  to  help  older  wearers  get 
out  of  their  chairs  and  climb  stairs.  Pro- 
prio  Foot  is  a  bionic  ankle  that  can  detect 
when  the  wearer  is  walking  on  uneven 
ground  and  raises  its  toes  to  prevent 
tripping. 

Ossur  also  acquired  Generation  II, 
a  Seattle  maker  of  braces  that  ease 
osteoarthritis  pain,  and  Innovation 
Sports,  which  makes  a  popular  carbon- 
titanium  brace  that  is  the  preferred  safety 
equipment  for  off- road  motorcycle  rac- 
ers. Sigurdsson  plans  more  acquisitions 
in  Europe  to  expand  sales  channels.  If 
Ossur  succeeds  in  proving  the  superior- 
ity of  its  current  generation  of  braces, 
the  stage  will  be  set  for  the  smarter  ones 
to  come.  F 
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Sumner  Redstone 


Family  Feud 

Sumner  Redstone,  the  84-year-old  entertainment  mogul 
who  has  voting  control  of  CBS  and  Viacom,  was  giving  a 
speech  at  Boston  University  in  September.  A  student  in 
the  audience  asked:  "What's  uppermost  in  your  mind 
every  day?"  Redstone  was  ready  with  a  quip.  "What's 
uppermost  in  my  mind,"  he  responded,  "is  the  issue  of 
whether  I'm  going  to  wake  up  tomorrow  morning." 

Except  that  it  wasn't  just  a 
quip.  Redstone  has  been 
thinking  a  lot  about  death 
and  estate  planning  lately. 
He  has  a  firm  grip  on  his 
empire  right  now,  and  he 
wants  to  rule  it  from  the 
grave,  too.  "I'm  in  control 
now,  and  I'll  be  in  control 
after  I  die,"  he  declares. 

Redstone  rift:  daughter,  Shari.  He  will,  that  is,  if  heirs, 

An  empire  builder  and  control  freak,  Sumner  Redstone 
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Sumner  Redstone 


lawyers  and  corporate  directors  honor  his  wishes. 
They  might  not.  If  Redstone  were  to  die  tomorrow, 
a  divisive  and  distracting  legal  fight  could  break  out 
over  the  very  control  he  so  relishes. 

So  far  the  struggle  over  Redstone's  wealth  is 
within  the  family,  taking  the  form  of  lawsuits  and 
angry  confrontations  among  people  who  should  be 
close.  At  some  point  the  public  shareholders  could  be 
drawn  in.  They  do,  after  all,  own  88%  of  the  com 


bined  $48  billion  market  value  of  CBS 
and  Viacom,  even  though  their  voting 
stake  is  a  mere  20%.  The  assets  in  play: 
At  CBS,  the  network  and  200  television 
and  144  radio  stations  and  book  pub- 
lisher Simon  &  Schuster;  at  Viacom, 
138  cable  networks  (among  them  MTV  and  Nick- 
elodeon), the  Paramount  movie  studio,  and  300  Inter- 
net sites.  Public  shareholders  have  fared  well  so  far;  an 
investment  in  Viacom  just  before  Redstone  launched 
his  takeover  in  1987  would  have  delivered  a  12% 
annual  return,  one  percentage  point  better  than  the 
market.  And  that's  with  Viacom  valued  at  its  recent 
close  of  $39.30;  one  big  shareholder  says  it's  worth  $70 
in  a  takeover. 

The  Redstone  family  battle  centers  on  a  rift 
between  Sumner  and  his  54-year-old  daughter, 
Shari.  Five  years  ago  he  saw  her  as  the  heir  to  his 
control  position,  and  the  two  were  each  other's 
biggest  supporters.  Now  they  barely  speak,  choos- 
ing to  communiaue  via  faxes  and  lawyers.  There's 


Handing  over  his  fortune 
and  empire:  Tom  Dooley, 
Leslie  Moonves,  David 
Andelman,  George  Abrams, 
Philippe  Dauman 
and  Sumner  Redstone. 


more  to  the  Redstone  family  feud  than  this,  however.  The  dysfunction 
stretches  across  three  generations.  This  saga  is  a  Shakespearean  tragedy, 
involving  unhappy  childhoods,  bitter  accusations  by  Sumner's  son  and 
nephew  that  he  cheated  them  out  of  their  inheritances,  and,  on  the  periph- 
ery, untimely  deaths,  mental  illness  and  drug  abuse. 

In  2002  Redstone  divorced  his  wife  of  52  years  and  a  year  later  married 
a  second  one  40  years  his  junior.  As  part  of  the  divorce  he  promised  his 
first  wife  that  he  would  position  Shari  to  succeed  him  as  chairman  of  both 
public  companies.  Now  he's  having  second  thoughts. 

Redstone  controls  his 
empire  through  National 
Amusements  Inc.,  the  pri- 
vately held  theater  chain  that 
Sumner's  father  founded  in 
1959.  He  owns  80%  of  NAI  to 
Shari's  20%.  His  NAI  stake  is 
in  an  irrevocable  trust  that,  at 
his  death,  will  be  in  the 
control  of  four  trustees: 
Shari;  Viacom  Chief  Philippe 
Dauman;  Sumner's  longtime 
personal  lawyer,  George 
Abrams  (a  Viacom  director); 
and  his  trust  lawyer,  David 
Andelman  (a  CBS  board 
member).  Shari  is  vice 
chairman  of  both  public 
companies,  and  entitled,  per 
an  agreement  spelled  out  in 
the  irrevocable  trust,  to  suc- 
ceed her  father  as  chairman 
when  he  quits  or  dies. 

Now  Sumner  wants  Shari 
to  give  up  that  automatic  right. 
If  she  refuses,  he  threatens  to  have  the  boards  of  CBS  and  Viacom 
oust  her;  never  mind  that  they  are,  ostensibly,  independent 
bodies  representing  all  shareholders. 

"If  she  insists  on  trying  to  succeed  me,  there's  no  question 
the  boards  will  do  what  I  ask  them,"  he  warns.  "They've  never 
gone  against  my  wishes." 
A  corporate  and  estate- planning  lawyer  in  Boston  for  15  years,  Shari 
joined  NAI  and  the  Viacom  board  in  1994.  She  became  president  of  NAI  in 
2000  (it  now  is  the  fifth-largest  theater  chain  in  the  U.S.,  with  1,528 
screens),  adding  martini  bars  and  plasma  screens  and  expanding  into 
Russia  and  Latin  America.  "Nobody  in  the  entertainment  industry  is  rising 
as  fast  as  Shari,"  he  told  FORBES  in  May  2002.  "It's  like  father,  like  daughter: 
She  has  no  major  weakness.  She  is  a  great  businesswoman." 


ut  today  Redstone  cites  the  need  for  proper  corporate  gover- 
nance and  claims  Shari  must  "change  her  behavior"  to  win  over 
the  boards  of  Viacom  and  CBS.  Several  people  say  she  has 
rankled  Viacom's  Dauman,  CBS  Chief  Leslie  Moonves  and  some 
directors  by  being,  in  their  view,  too  assertive  and  meddlesome. 
She  is  said  to  bypass  the  two  chief  executives  to  get  information  directly  from 
their  underlings  (something  her  dad  has  been  known  to  do).  She  involves 
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herself  in  naming  independent  directors  (a  vice  chairman's  purview);  and 
she  reads  carefully  worded  statements  into  the  minutes  at  NAI  board 
meetings,  as  if  she  were  preparing  to  sue. 

"She  wants  power  now  and  doesn't  want  to  wait,"  says  one  person  on 
Sumner's  side.  Its  difficult  to  know  whether  a  male  executive  would  draw 
fire  for  the  same  deeds.  A  few  years  ago,  before  she  became  vice  chairman 
of  Viacom  and  CBS,  she  accompanied  her  dad  to  a  meeting  with  Mel 
Karmazin  (Viacom's  president  at  the  time),  who  blurted  out:  "I  didn't  know 
this  was  take-your-daughter-to-work  day." 

Shari  declines  to  be  interviewed.  Her  attorney,  Elizabeth  B.  Burnett  of 
the  Boston  firm  Mintz  Levin,  says  in  a  letter  to  FORBES:  "The  truth  is  that 
Shari  is  an  effective  and  responsible  CBS  and 
Viacom  director  who  is  respectful  and  cordial 
in  her  interactions  with  her  fellow  directors 
and  conducts  herself  with  the  highest  integrity 
on  these  boards." 

The  conflict  over  succession  is  of 
Redstone's  own  making.  Worth  $7.6  billion 
and  ranked  41st  on  The  Forbes  400,  he  is 
unable  to  buy  peace  of  mind.  For  years  he  has 
swooned  over  beloved  senior  executives,  only 
to  sour  on  them  and  banish  them  later- 
Frank  Biondi,  Mel  Karmazin,  Thomas  Fres- 
ton,  even  the  actor  Tom  Cruise. 

Sumner  Redstone  wants  to  be  remem- 
bered not  for  his  feuds  but  for  the  empire  he 
built.  "What  I'm  proudest  of  is  taking  a  bunch 
of  drive-in  movie  theaters  and  building  them 
up  into  two  of  the  best  media  companies  in 
the  world,"  he  says.  In  1987,  when  he  was  64, 
he  took  $780  million  in  NAI  cash,  added  $2.2 
billion  in  debt — at  interest  rates  as  high  as  15.5% — and 
won  a  hostile  takeover  battle  for  Viacom.  If  you  put 
$10,000  into  Viacom  just  before  he  launched  a  takeover 
in  1987,  it  grew  to  $93,000  by  this  year,  including  reinvested  dividends  and 
CBS  shares.  That's  a  12%  annual  return,  one  point  better  than  the  S&P  500 
turned  in  over  the  same  period. 

Redstone  wanted  the  public's  capital  but  not  its  kibitzing.  So  he  used 
nonvoting  stock  to  acquire  Paramount  Pictures  in  1994  for  $10  billion,  the 
Blockbuster  video-store  chain  in  1994  for  $7.8  billion  and  CBS  in  2000  for 
$40  billion.  NAl's  ownership  of  Viacom  declined  from  an  83%  stake  in 
1989  to  11%  after  the  CBS  acquisition.  But  his  voting  control  held  steady  at 
80%  or  so.  Redstone  split  Viacom  up  into  Viacom  and  CBS  in  2006. 

"There  is  nothing  wrong  with  control  as  long  as  it's  used  for  the  good 
of  the  companies,"  Redstone  says.  "I  didn't  use  control  for  myself.  I  have 
pledged  never  to  treat  the  nonvoting  shareholders  less  favorably.  I  have  no 
regrets."  A  number  of  his  own  relatives,  however,  would  come  to  disagree. 


The  forebears: 
Belle  and  Mickey 
Redstone. 


Sumner  and  his  younger  brother,  Edward 
Redstone,  grew  up  in  Boston,  born  to  Belle  and 
Michael  (Mickey)  Redstone.  Their  parents' 
marriage  was  an  unhappy  one,  and  tension  racked 
the  household,  says  Edward,  who  is  79  and  lives  in 
Rancho  Mirage,  Calif.  He  describes  their  mom  as  "a 
crazy  tyrant"  who  favored  Summer,  and  says  their 
father  was  "mean  and  tough."  "I  put  the  problems 
of  today  at  their  doorstep,"  Edward  says. 

Sumner's  long  path  to  the  apex  of  showbiz 
began  in  1954,  when  he  left  a  Washington  anti- 
trust law  practice  to  take  a  $5,000-a- 
year  job  with  his  dad.  Mickey  Red- 
stone owned  three  drive-in  theaters, 
and  Edward  already  was  working 
for  him.  In  1959  Mickey  formed 
National  Amusements  and  issued 
300  shares:  100  for  himself,  100  for 
Sumner  and  100  for  Edward. 

By  1968  Mickey  Redstone  had 
sold  half  his  stake  back  to  NAI,  and  he 
created  a  trust  and  funded  it  with  the 
other  half,  naming  his  four  grandchil- 
dren as  beneficiaries  (Sumner's  two 
kids,  Brent  and  Shari,  and  Edward's 
two  kids,  Ruth  Ann  and  Michael). 
Each  grandchild  now  had  a  5%  stake 
in  National  Amusements;  Summer 
and  Edward  held  40%  apiece. 

The  first  family  feud  came  in 
1971,  when  Edward  sued  Sumner 
and  their  dad  to  liquidate  his  100  shares. 
Edward  says  Sumner  had  undercut  him  at  NAI, 
urging  him  to  stay  on  but  hiring  someone  else 
to  do  Edwards  job.  Edward  quit  that  year. 

In  1972  Edward  settled  the  case  for  a  $5  million 
promissory  note  for  two-thirds  of  his  stake,  to  be 
paid  over  ten  years.  The  other  one-third  was  split 
between  two  new  trusts  for  his  kids,  one  for  Ruth 
Ann  and  the  other  for  Michael.  Soon  after,  Sumner 
put  a  third  of  his  100  shares  into  new  trusts  for  his 
kids,  Brent  and  Shari. 

The  result  of  the  1972  moves  left  Sumner  with  a 
36.4%  stake  in  NAI  and  the  four  children  equally 
splitting  63.6%. 

In  1984  Redstone  got  a  chance  to  consolidate 
his  control.  Michael  (Edward's  son)  was  27  at  the 


Redstone  owns  80%  of  Viacom's  voting  shares 
but  only  4-6%  of  the  widely  traded  Class  B 
nonvoting  shares.  He  owns  78%  of  CBS"  voting  shares 
but  only  5-9%  of  the  Class  B  shares. 
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ime  and  wanted  to  sell  his  NAI  stock, 
^ow  estranged  from  his  family,  Michael 
lad  had  a  difficult  childhood.  He  was 
jut  of  control  by  age  10  and  in  and  out 
)f  hospitals  for  mental  illness  by  age  15. 
-ie  agreed  to  a  plan  for  National 
\musements  to  buy  back  the  shares 
ield  by  the  original  grandchildren's 
rust  erected  in  1968  and  the  stock  in 
Vlichael's  and  Ruth  Ann's  trusts.  Total 
•>rice:  $21  million.  Michael  and  his 
iister,  Ruth  Ann,  each  got  $7.5  million; 
3rent  and  Shari  each  got  $3.2  million 
for  the  stock  in  the  trust  their  granddad 
lad  set  up)  and  held  on  to  16.7%  stakes. 
That  raised  Sumner's  piece  of  NAI  from 
$6.4%  to  66.6%.  One  day  Michael  would 
ome  back,  looking  for  more. 

Ruth  Ann's  story  is  sadder.  In 
1972  she  had  dropped  out 
of  Brandeis  University  and 
left  to  wander  the  world; 
she  was  believed  to  have 
oined  a  cult.  She  never  saw  her  family 
igain.  Three  years  after  the  1984  share 
)uyback  she  was  found  dead  in  Japan  (of 
;auses  that  have  not  been  publicly 
-evealed).  Only  then  did  her  father, 
Sdward,  learn  he  had  a  grandson: 
3abriel  Adam  Redstone,  who  was  3  at 
:he  time.  Ruth  Ann's  proceeds  from  the 
1984  buyback,  when  her  stake  went  to 
•^AI  for  $7.5  million,  went  into  a  trust  for 
:he  toddler.  Edward  and  his  second  wife 
-aised  his  grandson. 

By  his  teens  Adam  had  a  drug- abuse 
problem.  He  landed  in  Hazelden,  a 
ehab  program  in  Minnesota,  then  was 
arrested  on  drug  charges,  and  later  was 
reared  at  the  Betty  Ford  clinic.  In  2004 
Adam  died  in  a  motorcycle  accident, 
r.hree  weeks  shy  of  age  21.  Six  months 
ater  Edward  sued  his  grandson's  trust, 
I  seeking  to  be  repaid  money  he  had  spent 
baring  for  Adam.  Edward  lost  and 
ippealed.  In  October  2007  the  appeals 
:ourt  decreed  that  the  $21  million  estate 
.vould  be  split  up  among  various  Red- 
stone trusts — Sumner  himself  may  get 
$2.3  million. 

Edward's  suit  triggered  still  more 
:  itigation.  He  had  put  into  the  court 
!record  dusty  documents  from  the  past 
l:hat  laid  a  paper  trail  for  how  Sumner 


had  taken  control  of  National  Amuse- 
ments, including  the  settlement  with 
Edward  in  1972  and  his  buyout  in  1984 
of  the  stakes  held  by  Michael,  Ruth  Ann 
and  the  grandchildren's  trust.  The 
papers  came  to  the  attention  of 
Sumner's  son,  Brent,  now  57.  In  Febru- 
ary 2006  he  filed  a  suit  against  his  dad 
and  National  Amusements,  claiming 
that  his  father  breached  fiduciary  duties 
and  abused  confidential  relationships 
by  arranging  for  NAI  to  buy  back  shares 
held  by  the  grandchildren's  trust. 

Redstone  says  he  felt  "betrayed"  by 
this  act.  But  Brent  had  been  at  odds  with 
his  father  since  2002,  when  Sumner, 
fearing  he  might  lose  a  big  chunk  of 
National  Amusements  stock  in  the 
divorce,  began  pushing  both  Brent  and 
Shari  to  hand  him  voting  control  of  their 
NAI  stakes.  The  lawsuit  charged:  "Faced 
with  uncertainty  regarding  the  outcome 
of  the  divorce,  Sumner  Redstone  began 
pressuring  [Brent]  and  his  sister,  Shari" 
to  irrevocably  sign  over  to  their  dad  the 
voting  rights  to  their  16.7%  stakes,  for 
"no  compensation." 

Brent  balked  at  surrendering  voting 
power,  and  a  year  later  Sumner  Red- 
stone pushed  him  off  the  Viacom  board, 
on  which  he  had  served  with  Shari  since 
1994.  Shari  signed  and  won  her  father's 
favor,  the  lawsuit  asserts.  "Subsequently 
Sumner  Redstone  has  treated  his 
daughter  with  extreme  favoritism  and 
has  retaliated  against  and  disfavorably 
treated"  Brent,  the  son's  lawsuit  states. 
Brent  settled  in  February  2007, 
selling  back  his  16.7%  stake  in  National 
Amusements  for  $240  million  and 
giving  up  his  NAI  board  seat. 

Despite  the  rich  settlement  for 
Brent,  another  lawsuit  was  playing  out. 
This  one  was  filed  in  November  2006 
by  his  cousin  Michael,  who  had  sold  his 
own  16.7%  NAI  piece  for  all  of  $7.5  mil- 
lion back  in  1984.  Now  50,  Michael 
drafted  off  the  disclosures  in  Brent's  suit 
and  sued  his  father  and  uncle.  He 
accused  Edward  and  Sumner  Redstone 
of  misleading  him.  He  was  not  told,  he 
claims,  that  in  1984  NAI  had  $13  mil- 
lion in  profit  and  $300  million  in  assets, 
including  $140  million  in  stocks.  The 
lawsuit  also  claims  that  half  of  Sumner's 


NOVEMBER  12,  2007  FORBES 


113 


7-50  Songdo-  dong,  Yeonsu-  gu, 
Incheon,  South  Korea 
TEL  +82.32.453.7084/  FAX  +82.32.453.7089 


Snmner  Redstone 

Control  Is 
Everything 

How  Sumner  Redstone's  stake  in 
National  Amusements  (which  con 
trols  Viacom  and  CBS)  grew  from  a 
minority  to  80%.  Can  100%  be  next? 

original  stake  and  half  of  Edward's  original  stake, 
granted  to  them  by  their  father,  Mickey,  in  1968, 
were  supposed  to  go  to  their  kids. 

"The  two  days  that  Brent  and  Michael  sued  me 
are  two  of  the  saddest  days  of  my  entire  life,"  Sum- 
ner says.  Despite  the  lawsuit,  Sumner  did  not  cut 
Brent's  two  children  out  of  his  will.  At  his  death, 
Sumner's  money  will  be  divided  among  his  five 
grandchildren.  Shari,  divorced,  has  three  children  in 
their  20s. 

In  July  a  Massachusetts  state  judge 
threw  out  Michael's  case,  on  the  theory 
that  he  should  have  filed  it  years  ear- 
lier. Michael's  appealing,  arguing  that 
the  countdown  to  the  filing  deadline 
should  begin  not  when  the  misdeed  oc- 
curred but  when  the  victim  discovers 
the  fraud. 

But  any  notion  of  fraud  is  rejected 
by  James  DeGiacomo,  a  Boston  lawyer 
who  represented  Edward  Redstone  in 
the  1971  lawsuit  against  Sumner  and 
their  father  and  who  later  became  a 
trustee  for  Edward's  two  children. 
DeGiacomo  even  pushed  a  reluctant 
Sumner  into  raising  the  price  he  paid — 
twice.  "In  my  dealings  with  Sumner,  I 
saw  no  overreaching,"  he  says. 

Sumner  and  Edward  say  Michael's 
legal  assault  is  a  cynical  attempt  to  make  up  for 
his  own  rash  decision,  in  1984,  to  sell  out  at  a 
cheap  price  long  before  Sumner  went  on  to  build  a 
huge  and  far  richer  media  empire.  "My  son  is  manip- 
ulative, he's  a  liar,  and  he  has  serious  mental  prob- 
lems," Edward  said  in  2004,  in  testifying  in  his  lawsuit 
to  recover  money  from  his  grandson's  trust.  In  an 
interview,  Sumner  adds:  "I  never  wish  to  talk  to 
Michael  again.  He  came  close  to  ruining  my  reputation 
after  I  got  him  out  of  a  nuthouse,  brought  him  up  and 
gave  him  a  job  at  National  Amusements!" 

Sumner  had  spoken  highly  of  his  nephew  in  the 
autobiography  he  published  in  in  2001 :  "Eddie's  son, 
my  nephew  Michael,  was  a  difficult  child  and  for 
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many  years  was  estranged  from  his  parents.  ...  Today,  Michael  is  a  likable 
and  productive  employee  of  National  Amusements.  He  is  doing  a  great  job 
and  his  parents  and  I  are  all  proud  of  him." 

Even  as  Redstone  was  settling  his  son's  lawsuit  and  fending  off  the 
case  pursued  by  his  nephew,  his  relations  with  daughter,  Shari,  wert 
growing  more  tense.  She  claims  to  have  real  authority  in  Viacom  anc 
CBS,  while  Sumner  views  her  role  as  nonessential.  One  person  says  she 
would  get  upset  when  he  bypassed  her  and  consulted  with  senior  execs 
her  spokesperson  denies  this. 

Redstone  had  named  her  the  nonexecu- 
tive vice  chairman  of  Viacom  in  June  2005 
(she  joined  the  CBS  board  with  the  same  title 
six  months  later),  and  father  and  daughtei 
began  tussling  soon  after.  Sumner  suggestec 
possibly  selling  off  the  theater  chain  that  Shar 
ran.  He  suspected  it  could  bring  in  $1.4  bil- 
lion that  might  be  used  better  elsewhere 
Shari  disagreed.  She  hired  a  law  firm,  Mint; 
Levin  of  Boston,  to  represent  her  in  talks  witr 
her  father,  instead  of  working  it  out  with  hin 
personally.  This  insulted  him,  says  one  associ- 
ate; soon  Sumner,  too,  brought  in  his  lawyers 
The  tensions  erupted  this  year.  Redstone  (the 
father)  wanted  to  make  a  charitable  gift  of  $10f 
million  to  Massachusetts  General  Hospital 
Cedars-Sinai  in  Los  Angeles  and  the  Fastei 
Cures  medical  foundation  funded  by  philan 
thropist  Michael  Milken  (the  friend  and  fellow 
prostate-cancer  survivor  whom  Sumner  cred 
its  with  helping  to  save  his  life).  National  Amusement: 
had  bought  stock  in  WMS  Industries,  a  lottery  termina 
maker,  for  50  cents  a  share  in  the  mid-1990s,  and  it  had  risen  to  over  $25 
he  wanted  to  use  it  for  the  gift.  The  NAI  board  approved  it  in  April — bu 
Shari,  alone  among  the  five  members,  voted  against  the  plan,  citing  issue: 
of  "good  corporate  governance."  "She  insisted  on  dissenting,"  Sumner  says 
vexed.  The  donations  were  billed  as  coming  from  the  Sumner  M.  Redstone 
Charitable  Foundation,  not  from  NAI. 

By  July  Sumner  Redstone  went  public  with  his  misgivings.  He  sent  c 
letter  to  FORBES,  dated  July  20,  2007,  saying  Shari  had  made  "little  or  nc 
contribution"  to  Viacom  or  CBS.  On  July  24,  seeking  to  smooth  over  the 
flap,  he  faxed  his  daughter  a  memo.  It  cited  their  differences  but  said 
"None  of  these  issues  ever  in  my  mind  rose  to  the  status  ...  of  trust  anc 
friendship."  Disingenuously,  it  added  that  he  was  "unaware  of  a  giant  bat 


Father  and  daughter 
in  happier  times. 
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tie  between  you  and  me,  which  would 
attract  an  inflammatory  press." 

In  August  another  sign  of  the  strug- 
gle surfaced  when  CBS'  chief  executive, 
Leslie  Moonves,  had  his  contract  rewrit- 
ten to  insulate  himself  from  Shari's  sway, 
should  her  father  leave  as  his  boss.  A  clause 
was  added  to  make  it  clear  that,  when  Red- 
stone is  gone,  Moonves  will  report  to  the 
CBS  board.  (The  contract  for  Viacom's 
Dauman  contains  similar  wording.)  In 
mid-October  CBS  altered  Moonves'  con- 
tract to  reduce  the  cash  portion  of  his  pay 
and  peg  it  more  directly  to  CBS'  stock  price. 
Shari  Redstone,  although  she  wasn't  in- 
volved in  making  this  change,  issued  a 
statement  hailing  the  revision,  "I  have  al- 
ways been  an  advocate  of  equity  and  per- 
formance-based compensation."  This  in- 
furiated Redstone. 

ow  Redstone  says  he  has 
offered  to  buy  Shari's  20% 
stake  in  National  Amuse- 
ments, or  to  swap  it  for 
the  theater  chain,  if  she's 
willing  to  assume  some  debt  on  that  real 
estate.  The  condition:  She  also  must  give 
up  any  binding  right  to  succeed  him  as 
chairman. 

Redstone  says  the  language  of  his 
succession  promise  is  "ambiguous,"  but 
clearly  he  frets  that  it  could  hold  some 
sway.  It  does  have  a  catch:  Shari  becomes 
chairman  only  if  she  is  a  current  director 
of  the  companies  when  the  job  comes 
open.  Hence  Sumner's  blatant  threat  to 
have  the  boards  of  Viacom  and  CBS  sim- 
ply remove  her  now  if  she  won't  bend  to 
his  will. 

But  it  isn't  clear  the  independent 
directors  would  comply.  Six  of  the  ten 
members  of  the  Viacom  board  are 


outsiders,  as  are  9  of  the  14  directors  at 
CBS.  On  the  Viacom  board,  Robert  Kraft, 
owner  of  the  New  England  Patriots,  says 
"I'm  a  big  fan  of  both  Sumner  and  Shari. 
We  all  have  our  unique  family  situations. 
Both  are  very  talented."  Alan  (Ace) 
Greenberg,  chairman  of  Bear  Stearns, 
stops  short  of  saying  he  would  accede  to 
Sumner's  putsch.  "It's  a  hypothetical 
question,  and  I'm  not  very  partial  to 
those.  I  will  listen  to  every  argument  and 
give  it  deep  consideration." 

We  asked  John  Coffee,  a  former  cor- 
porate lawyer  who  is  a  professor  at 
Columbia  Law  School,  to  weigh  in.  He 
says  the  boards  legally  can't  dump  Shari. 
"Directors  of  a  public  company  cannot 
remove  a  director  from  the  board.  Only 
the  shareholders  can  do  that."  The  Red- 
stone saga,  Coffee  adds,  "sounds  like  the 
plot  of  King  Lear,  brought  up  to  date." 
Sumner  Redstone,  given  his  control  of 
80%  of  both  CBS  and  Viacom,  could  vote 
his  shares  in  favor  of  removing  his  own 
daughter  from  the  boards,  but  at  a  cost  to 
his  already  cantankerous  image. 

But  then  nobody  has  any  entitlement 
to  a  chairman's  position  in  a  publicly 
traded  firm.  "The  board  should  not 
rubber-stamp  her.  That's  not  good  gover- 
nance," says  Robert  Lefton,  founder  of 
Psychological  Associates,  who  counsels 
other  wealthy  families.  "The  board  needs 
evidence  she  can  be  a  leader  and  inspire 
people,  and  that  she  has  rapport  with 
them  and  senior  executives." 

Sumner  Redstone  vows  to  sit  down 
with  his  daughter  in  coming  weeks  to 
resolve  their  differences.  He  is  betting  that, 
in  a  face-to-face  meeting,  he  can  talk  Shari 
into  abandoning  the  claim  to  the  throne 
that  he  himself  had  granted.  If  he  is  wrong, 
this  fight  could  get  even  worse.  F 
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Witnessing 
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Incheon 
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the  Newest  Business  Hub 


in  Northeast  Asia 
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www.ifez.go.kr 
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Incheon,  South  Korea 
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Expectation:  A  better  business  class  experience. 

I 


WHAT  YOU  EXPECT  IN  WHAT  WE  GUARANTEE 

BUSINESS  CLASS  TO  DELIVER 


Guarantee:  Exceed  your  expectations. 

1  From  the  comfort  of  our  fully  flat  beds  to  our  world-class  in-flight  service,  we  guarantee  to 

I  exceed  your  expectations  when  you  fly  round-trip  transatlantic  in  Club  World"'  business  class. 

|  If  we  don't,  let  us  know  why  and  we'll  upgrade  you  to  FIRST  to  London  the  next  time  you  fly 

I  in  Club  World  from  the  U.S.  or  give  you  25,000  BA  Miles,  enough  for  a  domestic  award  ticket. 

register  now  at  ba.com 


5>  BRITISH  AIRWAYS 


"More"  seems  to  be  the  operative  word  in  describing  the  top 
business  travel  trends  of  2007,  whether  we're  talking  about 
choice  and  control,  comfort,  efficiency,  loyalty  or  social 
consciousness.  The  "mores"  in  these  cases  have  resulted 
from  the  heightened  expectations  of  frequent  travelers  and 
how  airlines,  hotels  and  car  rental  companies  are  employing 
innovation  and  technology  to  better  meet  them. 


The  Hottest 
Trends  of 
2007 

By  Michael  Roney 


ADVERTISEMENT  2 


""'■^n  surveying  the  top  travel  trends 
B  of  the  year,  we've  noticed  that  the 
savviest  business  globe-hoppers 
I  are  expertly  orchestrating  the 
JLmtravel  options  available  to  them. 
They  are  building  relationships  within 
alliances  to  maximize  personal  prefer- 
ences and  personalized  services,  tapping 
into  the  latest  comfort  and  convenience 
offerings  and  leveraging  technology  to 
save  precious  time  and  maximize  pro- 
ductivity on  the  road. 

More  Choice  and  Control 

Perhaps  the  biggest  trend  of  all  is  the 
increasing  demand  for  choice  and  con- 
trol, which  traverses  the  range  of  per- 
sonalization, comfort,  efficiency  and 
those  overall  higher  expectations.  It's 
easy  to  understand:  At  home,  people 
want  exactly  what  they  need,  when 
they  need  it,  and  they  expect  the  same 
experience  when  they're  on  the  road. 

"I  think  the  top  trend  we're  seeing 
is  the  impact  of  'the  iPod  Effect,'  says 
Robert  Radomski,  vice  president, 
Brand  Management,  Extended-Stay 
Brands,  Intercontinental  Hotels  Group 
(IHG).  "Guests  are  demanding  more 
flexibility,  choice  and  control  in  their 
lives,  and  we're  seeing  hotels  making 
changes  to  accommodate  this  higher 
level  of  expectation.  Customers  now 
want  to  control  all  aspects  of  their  own 
stay  instead  of  having  it  programmed 
by  the  hotel." 

"From  a  business  traveler  perspective, 
we're  seeing  this  as  an  overarching 


theme,"  confirms  Robert 
Machen,  Hilton  Hotels 
Corporation's  vice  president 
of  corporate  and  brand 
solutions.  "Whether  it's 
entertainment,  how  I  want 
to  check  in,  or  how  I  want 
to  engage  and  interact  with 
hotels,  choice  and  control  is 
the  resounding  theme  for 
us.  It  has  driven  us  to  give 
more  choices  and  options 
to  our  customers,  based  on 
the  purpose  of  their  travel." 

The  enhanced  options 
in  choice  and  control 
are  generally  enabled  by 
technology.  For  example, 
Homewood  Suites  by 
Hilton  offers  advanced 
check-in  from  outside  the 
hotel  up  to  24  hours  in 
advance  of  a  stay.  Gold  or  Diamond 
HHonor  members  can  log  onto 
homewoodsuites.com  or  the  sites  for 
any  of  its  family  of  brands,  select  from 
whatever  rooms  are  available,  and 
actually  get  their  room  number.  And 
in  April  of  this  year,  Homewood 
Suites  by  Hilton  rolled  out  Suite  Selec- 
tion, an  Internet-based  program  that 
allows  Hilton  HHonors  Gold  and 
Diamond  members  to  view  a  floor 
plan  and  select  a  suite  based  on  their 
personal  preferences  —  whether  they 
prefer  to  stay  on  a  high  floor,  by  an 
exit,  away  from  the  elevator,  by  the 
lobby  and  much  more.  By  the  end  of 


The  biggest  trend  of  all  is  the  increasing  demand 
for  choice  and  control,  which  traverses  the  range 
of  personalization,  comfort,  efficiency  and  those 

overall  higher  expectations. 


this  year,  the  extended-stay  brand 
anticipates  making  this  tool  available 
to  anyone  with  an  HHonors  profile. 

Hilton  also  offers  travelers  self- 
service  check-in  kiosks  in  the  lobbies  of 
more  than  450  of  its  properties,  with  the 
capability  to  print  boarding  passes  for 
30  major  airlines  at  more  than  450 
properties.  The  kiosks  are  currently 
available  in  its  Hilton  and  Embassy 
brands,  and  Hilton  is  continuing  to  roll 
out  the  program  further. 

"While  it's  our  desire  to  provide 
every  one  of  our  guests  with  a  warm 
and  friendly  welcome,  some  just  want 
to  get  to  their  room  as  quickly  as  pos- 
sible, and  they're  not  willing  to  wait  in 
line  for  that  welcome,"  explains 
Machen.  "Now  they  can  approach  the 
kiosk  immediately,  get  their  key,  select 
from  a  variety  of  room  types  and  then 
go  right  up  to  their  room." 

In  communications  and  entertain- 
ment, IHG's  Staybridge  Suites  epito- 
mizes a  major  trend  among  hotels 
with  its  "Wireless  Anywhere"  service 


It's  hospitable 
to  Double  Dip 
after  all. 

When  you  are  a  Hilton  HHonors  member,  traveling  for 
business  is  actually  a  pleasure.  As  your  HHonors  Points 
add  up,  you  can  choose  how  you  use  them.  Stay  at  more 
than  2,800  participating  Hilton  Family  hotels  to  earn 
points.  Or  you  can  Double  Dip5  for  a  little  of  both: 
HHonors  Points  and  HHonors  Points,  HHonors  Points 
and  Fixed  Miles,  or  HHonors  Points  and  Variable  Miles. 
Visit  hiltonhhonors.com/myway,  select  your  preference 
in  your  membership  profile  and  pack  your  bags. 


TheHiltonFamily  Hiiton^onors 

be  hospitable  M^&fcr 
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Germany's  largest  city  is  known  for 
its  worldly  sophistication,  tumul- 
tuous history,  lively  nightlife  and 
numerous  sites  of  cultural  and  historic 
interest. 

■  Airport  Transportation:  The  main 
international  airport,  Tegel,  is  about  five 
miles  northwest  of  the  city.  Taxis  cost 
about  €18;  the  bus  is  €3  for  the  20-  to 
30-minute  ride.  The  smaller  Schonefeld 
airport  is  located  15  miles  southeast  of 
the  city  center,  providing  European  and 
charter  flight  service.  Travel  time  is  about 
45  to  60  minutes  to  the  center  of  Berlin, 
with  the  taxi  fare  running  €25  to  €28. 
From  Schonefeld  you  can  also  take  the 
S-Bahn  train  for  about  €2. 

■  Good  Eats:  Berlin's  cuisine  used  to 
be  somewhat  provincial,  with  boulette 
(fried  meatballs)  its  best-known  traditional 
dish.  You  can  still  sample  local  special- 
ties at  places  such  as  Die  Berliner 
Republik  (www.die-berliner-republik.de) 
at  Schiffbauerdamm  8  in  the  central  Mitte 
district  (call  30-30  87  22  93);  or  if  high 
cuisine  is  more  to  your  liking,  try  the  duck 
served  with  black  pepper  sauce  and  veg- 
etable rolls  at  Restaurant  Maxwell,  also  in 
the  Mitte  district  at  Bergstrasse  22  (call 
30-2807-121). 

■  Kicking  Back:  You  shouldn't  miss  the 
open-air  East  Side  Gallery,  Miihlenstrasse, 
Berlin-Friedrichshain,  along  the  longest 
and  best-preserved  portion  of  the  Berlin 
Wall,  featuring  over  100  paintings  by 
artists  from  all  over  the  world. 


that  lets  guests  connect  with  the  Inter- 
net anytime  and  anywhere  on  hotel 
premises  just  as  they  would  do  in  their 
own  homes.  In  the  air,  transatlantic 
business  class  flights  are  now  rolling 
out  extensive  entertainment  options. 
British  Airways  (BA),  for  example, 
features  over  200  channels  of  on- 
demand  video  on  select  routes.  Now 
that's  choice! 


GPS  systems  and  the  utilization  of  auto- 
mated toll  payment  systems,"  says 
Frank  Camacho,  the  company's  staff 
vice  president  of  marketing. 

Hertz's  NeverLost  GPS  system 
boasts  features  such  as  preprogrammed 
destinations,  including  over  80,000 
hotels,  100,000  gas  stations  and 
480,000  restaurants;  AAA  ratings  of 
numerous  hotels,  restaurants  and  local 


Top-notch  comfort  and  service  is  expected 
among  business  travelers  these  days. 


Greater  Efficiency  While  in 
Transit 

Technology-enabled  choice  and  control 
extends  to  trains,  planes  and  automo- 
biles, making  getting  from  Point  A  to 
Point  B  more  efficient  than  ever,  notwith- 
standing airport  security  checkpoints. 
Lufthansa  allows  elite  club  members 
holding  e-tickets  to  check  in  with  a 
mobile  phone  while  they're  on  the  way  to 
the  airport,  sending  back  a  confirmation 
with  the  deadline  for  pickup  of  boarding 
pass,  departure  gate,  boarding  time  and 
seat  number.  Passengers  can  then  pick  up 
their  boarding  passes  at  any  Quick 
Check-in  machine  or  check-in  counter. 

Like  Lufthansa  and  other  major  air- 
lines, British  Airways  offers  automated 
check-in  kiosks  in  its  U.K.  airports  and 
at  select  airports  in  North  America, 
including  JFK.  Customers  can  also 
check  in  at  www.ba.com,  provide  the 
necessary  passport  details,  select  seats 
and  print  their  boarding  passes  at 
home  or  in  the  office  up  to  24  hours 
before  departure. 

Car  rental  companies  such  as  Hertz 
have  also  gotten  into  the  act,  using  tech- 
nology to  enable  more  efficiency.  "Some 
of  the  trends  we're  seeing  in  business 
travel  include  the  increased  use  of  in-car 


attractions;  directories  of  popular  leisure 
and  business  destinations  in  more  than 
100  markets;  simple  shortcuts  to  previ- 
ous destinations  and  Hertz  airport 
return;  and  24/7  technical  support. 
Hertz  also  offers  its  customers  PlatePass 
for  highway  tolls,  an  electronic  toll  pay- 
ment system  that  allows  renters  to 
bypass  cash  toll  lanes  and  use  E-ZPass, 
Fast  Pass  and  other  popular  systems  on 
major  toll  roads  throughout  the  North- 
east corridor  from  Virginia  to  Maine,  as 
well  as  in  Florida  and  Houston,  Tex. 

A  Higher  Level  of  Comfort 

Top-notch  comfort  and  service  is 
expected  among  business  travelers 
these  days.  "With  the  rise  in  business 
travel  over  the  past  three  or  four  years, 
we've  seen  a  lot  of  capital  dollars  put 
into  hotels,  all  up  and  down  the  spec- 
trum, from  luxury  to  limited  service 
properties  and  extended-stay  hotels  as 
well,"  says  Radomski. 

"You're  seeing  granite  counter- 
tops,  Egyptian  cotton  sheets  and  bath 
amenities  in  hotels  that  were  tradi- 
tionally considered  'budget.'  You  see 
much  richer-looking  decor  packages; 
you  see  the  traditional  mid-scale 
hotels  taking  on  an  appearance  that 


•Save  up  to  20% 
•Save  an  extra  5% 
•Free  #1  Club  Gold  membership 


Small  businesses  save  big  with  Hertz 


Save  every  time  you  rent  a  car  from  Hertz.  Did  you  know  that  as  a  small  business, 
you  could  save  up  to  20%  on  Hertz  Business  Travel  Rates  every  time  you  rent?  Just  use  Hertz 
CDP#  306613  when  you  reserve  a  car  and  get  savings  on  the  base  rental  rates. 

Get  an  additional  5%  off  when  you  use  your  American  Express®  Business  Card. 

Hertz  has  teamed  up  with  OPEN  from  American  Express5"  to  offer  an  extra  5%  off  your  total 
rental  charges,  including  surcharges  and  taxes,  on  every  car  rental  when  you  pay  with 
your  American  Express  Business  Card.  The  extra  5%  savings  is  combinable  with  any  Hertz 
offer  and  will  automatically  appear  on  your  American  Express  billing  statement.  Plus,  as  an 
American  Express  Business  Cardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1  Club  Gold* 
membership  —  our  fastest  way  to  rent  a  car.  For  details,  go  to  hertz.com/open. 

To  make  a  reservation,  visit  hertz.com,  call  1-800-654-3131,  or  contact  your  travel 
professional.  To  learn  more  about  OPEN  from  American  Express  and  business  savings, 
visit  opensavings.com. 


AMERICAN  I 
IEXRRESS 


OPEN 


FOR  BUSINESS 

Hertz  rents  Fords  and  other  fine  cars.  ®  Reg  U.S.  Pat.  on.  ©  2007  Hertz  System,  Inc. 

:OR  YOUR  INFORMATION:  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express®  Business  Card. 
Savings  will  be  credited  to  your  American  Express  Business  Card  billing  statement.  All  savings  referenced  are  in  addition  to  any 
Hertz  offers.  Valid  only  at  Hertz  corporate-owned  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice. 
Terms  and  conditions  apply. 
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One  of  the  most  desirable  (and 
expensive)  cities  in  the  worid, 
London  now  rivals  New  York  as  a 
world  financial  center,  and  is  also  a 
superb  destination  for  the  best  in  enter- 
tainment, cuisine  and  history. 

■  Airport  Transportation:  The  Heathrow 
Express  offers  high-speed,  nonstop 
service  to  London's  Paddington  station 
for  around  £13,  while  a  cab  to  central 
London  will  cost  somewhere  between 
£35  and  £50. 

■  Good  Eats:  The  days  of  poor  cuisine 
choices  in  Britain  are  long  over,  of  course, 
and  there's  no  better  proof  than  the 
eponymous  restaurant  Tom  Aikens  (43 
Elystan  Street),  which  is  regarded  as  one 
of  the  best  you'll  find  on  any  continent. 
Located  in  chic  Knightsbridge,  this  is  high 
French  cuisine  with  a  creative  twist  (call 
020-7584-2003). 

■  Kicking  Back:  From  Giacometti  to 
Matisse  to  Picasso,  Warhol  and  emerging 
world-class  artists,  you'll  find  the  full 
breadth  of  modern  art  at  the  dramatic 
Tate  Modern,  creatively  located  in  the 
former  Bankside  Power  Station  in 
Southwark.  The  best  way  to  get  there  is 
by  foot  over  the  Thames  via  the  pedestrian- 
only  Millennium  Bridge. 


has  previously  been  defined  by  the 
upscale  segment.  So  the  bar  is  being 
raised  throughout  the  industry.  That 
has  created  a  certain  expectation  for 
guests,  so  while  there  still  is  a  limited- 
service  category  in  the  lower-priced 
properties,  guests  are  not  going  to  sac- 
rifice too  much  in  terms  of  design  and 
quality  when  you  go  to  those  hotels." 


hot  and  cold  snacks  and  more 
throughout  the  flight,  while  its  innova- 
tive Sleeper  Service  between  London 
Heathrow  and  selected  cities  in  eastern 
North  America  and  the  Middle  East 
gives  travelers  the  maximum  time  to 
rest  during  the  flight.  This  includes  full 
meals  available  in  the  lounges  on  both 
ends  of  the  trip,  so  that  once  you're  on 


Extended  stay  is  now  the  fastest-growing  hotel 
segment  in  the  U.S.,  with  an  increase  in  proper 
ties  of  more  than  17%  in  the  past  five  years. 


This  enhanced  comfort  extends  to  in- 
room  entertainment  options.  For  exam- 
ple, Hilton  Hotels  has  launched  home 
theater-like  Sight+Sound  Rooms™  at 
two  of  its  hotels,  including  25  guest 
rooms  at  the  Hilton  Chicago  O'Hare 
International  Airport  and  30  guest 
rooms  at  the  Hilton  San  Francisco.  Fea- 
turing a  wide-screen,  high-definition  tel- 
evision, a  digital  surround-sound  system 
and  an  easy-to-use  connectivity  panel  for 
music,  videos,  games  and  laptops,  this 
premium  room  option  lets  guests  con- 
nect, watch  and  experience  their  favorite 
forms  of  entertainment. 

"Going  forward,  high-speed  Inter- 
net and  wireless  is  now  expected,  and 
we're  going  to  see  a  trend  toward  flat- 
screen  TVs,"  predicts  Radomski.  "But 
more  than  that,  people  increasingly 
bring  their  entertainment  with  them. 
Consumers  want  the  freedom  to  bring 
any  and  all  content  in  and  play  it  back 
in  the  rooms." 

And  the  airlines  are  certainly  doing 
their  part  in  addressing  higher  expec- 
tations in  comfort.  BA  is  overhauling 
its  Club  World  business  class  product, 
including  all  aspects  of  the  journey, 
both  on  the  ground  and  in  the  air.  Its 
new  in-flight  Club  Kitchen  offers 
wraps,  sandwiches,  beverages,  healthy 


the  plane,  you  can  go  straight  to  sleep 
in  a  180-degree  fully  flat  bed. 

Those  same  lounges  also  feature 
quiet  rooms  with  reclining  chairs,  bath 
rooms  with  showers,  as  well  as  ful 
office  workstations  and  services.  "What 
we've  created  in  our  business  class  is 
really  an  end-to-end  experience  for  the 
traveler  to  customize,  whether  that's  the 
ability  to  work  or  sleep  in-flight  or  just 
relax,"  notes  BA's  Director  of  Relation 
ship  Marketing  Peter  Schinasi. 

Lufthansa  has  also  been  updating  its 
lounges  and  terminals  around  the 
globe.  "Business  lounges  with  showers 
just  don't  cut  it  anymore  for  premiurr 
flyers  internationally,"  states  Dor 
Bunkenburg,  director  of  corporate  sales 
and  regions  for  the  airline.  "First-class 
travelers  are  making  use  of  separate  aii 
terminals  reserved  exclusively  for  theii 
use  by  the  airlines."  In  August  2007 
Lufthansa  opened  the  Munich  versior 
of  its  popular  First  Class  Terminal  ir 
Frankfurt,  bustling  with  personal  assis 
tants  over  two  floors,  integrated  pass 
port  and  security  controls,  more  thar 
40  vintage  Armagnac  brandies,  a  ciga 
lounge  and  more. 

And  there  has  been  a  major  increast 
in  private  jet  travel  as  a  means  o 
avoiding  airport  delays  and  hassle 
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iltogether.  For  example,  Lufthansa's 
}rivate  Jet  service  from  Europe  has 
rown  400%  since  its  launch  in  2005. 
,ufthansa  and  SWISS  offer  a  fleet  of 
>rivate  jets,  which  can  be  booked  indi- 
'idually  at  short  notice  to  more  than 
,000  destinations  in  Europe  and  the 
lussian  Federation.  This  service  offers 
irst-class  travel  on  regularly  scheduled 
ong-haul  flights  from  all  Lufthansa 
gateways  throughout  North  America 
o  Frankfurt,  Munich  or  Zurich,  and 
hen  whisks  you  by  limousine  from 
hat  plane  to  your  private  jet,  which 
akes  you  the  rest  of  the  way. 


Jsing  Extended-Stay 
Properties 


w  Extended  stay  is  now  the  fastest- 
lowing  hotel  segment  in  the  U.S.,  with 
n  increase  in  properties  of  more  than 
tin  i.7%  in  the  past  five  years,  according  to 
iHimith  Travel  Research.  "Companies 
the  lave  gone  through  a  lot  of  downsizing, 
letting  go  of  in-house  talent  that  they 
Ks  ecognized  as  valuable,  yet  they  never- 
lon  heless  thought  they  could  get  a  better 
[uality  of  talent  by  using  specialists," 
gits  LOtes  Radomski.  "What  this  did  is  put 
tin  i  lot  of  specialized  people  out  of  corpo- 
iver  ate  staff  jobs  and  into  a  situation  where 
uiinifhey  became  independent  contractors. 
Dort f hat,  coupled  with  the  continued  surge 
sale  p.  IT  and  telecom,  has  added  to  the 
emand  for  extended  stay.  These 
ci  eople  travel  to  provide  their  services 
the!  o  companies,  requiring  them  to  stay 
i!  Dr  weeks,  months  and  sometimes  years 
rap  uring  the  course  of  a  project." 
ialiii  To  address  this  trend,  IHG  offers 
,i«  taybridge  and  Candlewood  suites, 
pi  /hile  Hilton's  brand  is  Homewood 
i  uites.  Beyond  their  spacious  suites  and 
ome-like  amenities,  these  types  of 
otels  generally  offer  an  on-site  conven- 
re  ;nce  store,  exercise  facilities  and  guest 
,  lundries.  Guests  can  also  enjoy  compli- 
lentary  hot  breakfasts  and  guest  recep- 


tions in  the  early  evening. 

Notes  Radomski,  "At  Staybridge  we 
have  a  great  room  with  a  fireplace,  and 
we've  created  something  called  a  'gath- 
ering table'  —  a  bar-like  table  with  stools 
around  it,  which  becomes  a  central  point 
for  getting  together.  This  is  something 
that  guests  are  receptive  to,  because  the 
types  of  travelers  who  stay  at  extended- 
stay  properties  —  independent  contrac- 
tors and  long-term  stayers  —  are  so  used 
to  meeting  new  people,  they'll  strike  up 
conversations  easily,  so  these  kinds  of 
features  in  our  hotels  just  lead  to  an 
overall  better  experience  for  the  guests. 

"We  constantly  and  consistently 
strive  to  create  new  methods,  programs 
and  tools  that  ultimately  provide  our 
guests  with  the  most  enjoyable  experi- 
ence possible,"  notes  Rebecca  Wyatt, 
Homewood  Suites  senior  vice  president. 
"Given  that  the  majority  of  our  guests 
stay  an  average  of  14  nights  and  have 
very  different  needs  than  most  travelers, 
new  services  such  as  Suite  Selection  are 
allowing  our  guests  to  take  more  own- 
ership of  their  travel  decisions." 

The  Benefits  of  Loyalty 

Sticking  with  one  hotel  group,  airline  or 
car  rental  agency  continues  to  be  a 
major  trend  among  frequent  travelers, 
with  IHG's  Priority  Club  leading  the 
industry  with  more  than  300%  growth 


since  2000.  It's  no  wonder,  since  loyalty 
programs  help  road  warriors  earn  spe- 
cial perks  such  as  upgraded  rooms  or 
special  airline  lounges  and  services,  all 
while  building  personal  profiles  that  lead 
to  more  personalized  and  efficient  travel 
experiences. 

"The  more  the  customer  tells  us 
about  himself  or  herself,  the  more 
equipped  we  are  to  respond  in  a  person- 
alized way.  It's  those  capabilities  that  we 
are  really  focused  on  behind  the  scenes," 
states  BA's  Schinasi.  "If  we  know  you're 
a  frequent  traveler  to  Heathrow,  for 
example,  we  can  tell  you  about  new 
products  and  services  we're  installing 
there,  special  offers  on  certain  flights,  as 
well  as  enable  you  to  get  the  type  of 
meal  you  want  on  a  flight." 

Loyalty  programs  are  becoming 
more  flexible  in  the  way  they  allow 
members  to  earn  and  redeem  credits. 
Hilton's  HHonors  provides  three  ways 
in  which  members  accumulate  both 
hotel  points  and  airline  miles  each  time 
they  stay  at  a  participating  hotel,  a  ben- 
efit the  company  calls  Rouble  Dipping®. 
The  program  also  includes  "reverse  con- 
version," exchanging  miles  for  points, 
while  IHG  also  allows  you  to  earn 
airline  miles  instead  of  hotel  points  — 
all  valuable  perks  in  the  current  environ- 
ment of  full  planes  and  highly  competi- 
tive seat  awards.  Meanwhile,  IHG's 


Priority  Club  Rewards  features  a 
groundbreaking  "Any  Hotel,  Anywhere" 
reward  that  allows  members  to  use 
points  to  stay  at  other  hotels,  including 
boutiques  and  competitors. 

Travelers  are  leveraging  alliances  and 
partnerships  among  travel  providers, 
making  a  huge  difference  in  convenience 
and  convertibility  of  earned  award 
points.  For  example,  they  can  earn  miles 
on  BA  by  staying  at  Hilton,  Marriott 
and  Sheraton  hotels;  renting  through 
Avis,  Alamo  and  National;  and  ordering 
wines  through  the  BA  Wine  Club. 
Lufthansa's  Miles  &  More  program, 
shared  with  its  partner  airlines,  main- 
tains exchange  arrangements  with 
Hertz,  Hilton,  IHG,  Starwood  and 
numerous  other  travel  service  providers, 
while  Hertz  also  allows  frequent  cus- 
tomers to  convert  points  to  miles  in  the 
frequent  flyer  programs  of  11  other 
major  airlines  and  Amtrak,  as  well  as 
with  Marriott  Rewards  and  IHG's 
Priority  Club  Rewards. 

Business  travelers  are  also  making 
use  of  major  credit  cards  tied  to  loyalty 
programs,  most  of  which  not  only  earn 
points  or  miles  per  dollar  spent,  but 
can  open  the  door  to  bonus  earning 
opportunities. 


Greater  Social  Awareness 

Finally,  frequent  business  travelers  are 
showing  a  lot  of  social  consciousness, 
focusing  on  "green"  travel  options 
while  donating  loyalty  credits  to  sup- 
port charities. 

"They're  increasingly  becoming 
concerned  with  the  environment," 
notes  Camacho.  Hertz  expanded  its 
"Green  Collection"  of  vehicles  in  June 
of  this  year  with  a  $68  million  invest- 
ment in  3,400  reservable  Toyota  Prius 
hybrids,  100  of  which  have  been  desig- 
nated for  the  company's  Manhattan 
fleet.  The  Prius  has  been  designated 
a  "SmartWay  Elite"  vehicle  by  the 
EPA,  the  organization's  highest  honor. 
More  than  64%  (268,000  cars)  of  the 
company's  rental  fleet  now  achieves 
28  mpg  or  greater  fuel  efficiency,  with 
42.4%  reaching  34  mpg  or  greater. 

"While  hybrid  vehicles  have  only 
recently  become  available  to  car  rental 
companies,  Hertz  has  created  a  collec- 
tion of  cars,  in  addition  to  the  Prius,  that 
are  easy  on  the  wallet  and  friendly  to 
the  environment,"  Camacho  explains. 
"These  cars  are  all  make  and  model 
reservable,  so  travelers  can  be  assured 
that  the  car  they  reserve  is  the  car  they 
actually  rent." 

"Business  travelers  increasingly  want 
to  fly  with  environmentally  conscious 
airlines,  and  travel  managers  are  giving 
preference  to  those  airlines  and  travel 
companies  with  a  strong  sustainability 
focus,"  adds  Lufthansa's  Bunkenburg. 
"We  fit  right  in  with  the  most  environ- 
mentally friendly  aircraft  on  order,  such 
as  the  new  A3  80,  and  a  climate  protec- 
tion program  with  MyClimate.org, 
which  we  just  launched,  and  a  dedicated 
'green  team'  at  our  headquarters  doing 
environmental  research  and  develop- 
ment work." 

Reward  points  aren't  always  spent 
on  personal  perks  and  luxuries,  as 
business  travelers  send  their  credits  to 


worthy  causes.  The  Hilton  HHonors 
Giving  Back  Program  and  IHG' 
Room  for  Hope  support  a  wide  rang 
of  charities  such  as  UNICEF,  Bi 
Brothers  Big  Sisters,  and  the  America] 
Red  Cross;  while  Lufthansa's  Miles-ta 
Help  program  funds  its  employee 
founded  Help  Alliance,  supportin 
orphanages,  education  facilities  am 
homeless  children  in  third-world  coun 
tries;  and  BA's  program  for  Nortl 
America  allows  members  to  transfe 
miles  to  several  charities. 

Expectation,  Competition  and 
Technology 

Customer  expectation,  competitioi 
and  technology  are  truly  combinin; 
to  power  the  business  travel  trend 
of  2007. 

"In  a  post  9/11  world,  there's  a  cer 
tain  amount  of  stress  among  travelers,' 
Machen  states.  "Along  with  our  part 
ners  in  the  travel  industry,  we  share 
common  travel  ecosystem,  if  you  will 
and  for  us  it  is  important  to  recogniz* 
that  with  anything  we  can  do  to  de 
stress  a  guest's  life  through  technolog; 
or  innovation,  we're  collectively  bettei 
So  that's  an  overriding  trend  as  well 
We  hope  to  drive  even  more  innova 
tion  to  de-stress  travelers'  lives."  I 


British  Airways 
www.ba.com 

Hertz 

www.hertz.com 
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Voted  Hotel  Loyalty 
Program  of  the  Year. 

TWICE. 


PRIORITYCLUB. 

REWARDS 


XzfW  FREDDIE 


Anyone  who  has  worked  hard  to  get  to  the  top  knows  that  the  real  challenge  begins  there.  Nearly  500,000  business 
travelers  cast  their  ballots  and,  for  the  second  year  in  a  row,  our  loyalty  program,  Priority  Club®  Rewards  was  voted 
"Best  Hotel  Rewards  Program  in  the  World"  by  the  readers  of  Global  Traveler  magazine  and  "Hotel  Loyalty  Program 
of  the  Year"  at  the  19th  Annual  Freddie  Awards.  It's  no  wonder  we've  received  these  awards  two  years  running.  Our 
points  never  expire  and  can  be  redeemed  at  any  hotel — even  our  rivals' — with  our  "Any  Hotel,  Anywhere"  reward*. 
Rest  assured,  we'll  be  doing  our  best  this  year  to  earn  these  awards  yet  again.  To  learn  more  about  our  award-winning 
program,  visit  www.priorityclub.com/votedl 

From  September  17  -  December  15,  2007,  Priority  Club  Rewards  members  can  earn  triple  points  or  triple  miles.  And 
when  members  book  online,  they  will  earn  4x  the  points.  To  learn  more,  visit  priorityclub.com/triple 


CROWNE  PLAZA" 

HOTELS    &  RESORTS 

THE  PLACE  TO  MEET. 


Redeem  your  Priority  Club  points  for  a  prepaid  lodging  card,  which  can  be  used  at  lodging  establishments  where  the  American  Express*5  card  is  welcome 
92007  Intercontinental  Hotels  Group  All  rights  reserved  Most  hotels  a'e  independently  owned  and/or  operated 


It's  an  extraordinary  attention  to  detail 
that  allows  us  to  see  to  your  every 
need,  at  every  step  of  your  journey. 
Experience  this  attentive  service  flying 
to  any  of  170  destinations  in  Europe. 
Visit  lufthansa.com. 


There's  no  better  way  to  fly.    (3)  Lufthansa 


A  STAR  ALLIANCE  MEMBER 


Insurance 


m&u    URING  A  35-YEAR  CAREER  AT  MARSH  &  MCLENNAN, 

^^1^,  the  giant  insurance  services  firm,  Robert  Clements 
H  revolutionized  the  Bermuda  insurance  industry.  Two 
JBB  insurers  he  set  up  for  Marsh,  ACE  Ltd.  and  XL  Capital 
HfflHPr  Ltd.,  later  went  public  and  now  have  a  combined 
market  cap  of  $34  billion.  Clements  was  also  key  in  creating 
another  successful  insurer,  Mid  Ocean  Re.  One  history  of 
Bermuda  insurance  calls  him  a  "founding  father." 

Clements  was  a  hired  hand.  He  got  no  founder  shares  in  ACE 
or  XL.  In  1986,  the  year  after  he  pulled  off  his  reinsurance  innova- 
tions, his  bonus  was  bumped  up  only  $25,000.  A  decade  later  he 
left  his  job  running  Marsh's  investment  arm  and  a  year  after  that 
left  the  board  of  directors.  Although  he  would  remain  a  few  more 
years  as  a  consultant,  at  age  65  he  essentially  was  out  on  his  own. 

Clements  started  doing  insurance  deals  for  himself.  In  his 
seventh  and  eighth  decades  Clements  launched  three  companies. 
One,  Arch  Capital  Group,  is  now  about  to  crack  the  worlds  thou- 
sand biggest  by  market  cap.  This  time  around  his  ideas  made  him 
and  his  family  a  pile  that  came  to  several  hundred  million  dollars 
before  substantial  charitable  donations. 

Doing  well  is  the  best  revenge.  The  executive  who  replaced 
him  at  Marsh  in  1996,  Jeffrey  Greenberg,  later  became  chief  exec- 
utive— but  lost  that  job  in  2004  when  then  New  York  Attorney 
General  Eliot  Spitzer  alleged  fraudulent  selling  practices.  Marsh's 
shares  are  trading  at  barely  half  of  what  they  were  five  years  ago, 
and  its  short  interest  has  risen  sharply,  meaning  a  lot  of  people 
are  betting  on  a  further  fall.  Of  Marsh  and  its  continuing  trou- 
bles, Clements,  a  quiet,  handsome  man  with  piercing  blue  eyes 
who  dresses  casually,  says  cagily,  "Of  course,  I  wish  them  the  best. 
But  I'm  hardly  surprised,  given  the  problems  they  have  been 
forced  to  cope  with." 

A  Chicago  native,  Clements  went  to  Dartmouth.  "I  was  never 
particularly  ambitious,"  says  the  75-year-old.  "I  was  a  mediocre 
student.  When  it  came  to  my  career,  I  was  most  concerned  about 
vacations  and  retirement  than  how  I  was  going  to  make  a  living." 
Clements  recalls  one  professor  telling  him  his  real  major  was 
"poker,  beer  and  class-cutting."  Clements  joined  Marsh  in  1960, 
working  as  a  casualty  broker  in  Canada;  his  dad,  also  a  Dart- 
mouth grad,  was  a  manager  in  the  firm's  Chicago  office. 

Higher-ups  spotted  his  talent.  Clements  rose  through  the 
ranks  and  moved  to  the  New  York  corporate  offices  to  become 
head  of  national  casualty  in  1975.  In  1991  he  became  the  parent 
company's  vice  chairman,  in  recognition  of  his  work  in  the  1980s 
dramatically  expanding  the  insurance  market  in  Bermuda. 

In  the  years  after  World  War  II  the  self-governing  British 
colony  had  risen  to  prominence  as  a  center  for  captive  insurers. 
These  are  insurance  firms  created  and  wholly  owned  by  a 
company  (often  U.S.)  to  self-insure  only  that  company.  Back 
<  home  the  parent  company  gets  a  tax  deduction  for  premiums 
|  that  really  are  transfers  of  assets  held  in  reserve  for  future  pay- 
I  outs.  In  Bermuda  the  reserves  compound  in  a  low-tax  regime. 
|   Part  of  Bermuda's  lure  was  avoidance  of  U.S.  state-by-state 

o 

g  bureaucracy  and  quick  regulatory  approvals.  Also,  Hamilton, 

S  Bermuda  is  just  a  three-hour  flight  from  New  York. 

S  Clements'  opening  came  in  the  mid-1980s  when  a  crisis  hit 


Second  Act 

Robert  Clements  became  a  legend 
making  big  money  in  Bermuda 
insurance  for  Marsh  &  McLennan. 
Now  at  age  75  he's  finally  amassed 
some  nice  coin  for  himself — partly 
at  his  former  employer's  expense. 

By  Phyllis  Berman 


Working  for  himself:  Robert  Clements  (right)  with  son  John. 
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the  market  for  excess  (or  "surplus")  insurance,  most  notably  poli- 
cies underwritten  by  Lloyds  of  London.  This  coverage  kicks  in 
after  an  underlying  "primary"  policy  pays  to  its  coverage  limit.  A 
string  of  huge  claims— asbestos  illnesses,  hurricanes,  the  Bhopal 
gas  disaster  and  other  environmental  ills,  augmented  by  big  jury 
awards— threatened  to  bankrupt  some  insurers.  In  some  cases 
the  excess  insurer  was  being  asked  to  pay  for  misdeeds  that 
occurred  before  the  primary  insurance  policy  was  even  in  effect. 

Doodling  on  a  notepad  during  a  Paris-New  York  flight  in 
1984,  Clements  came  up  with  the  idea  of  creating  entirely  new 
terms  that  came  to  be  known  as  "occurrence  reported"  coverage. 
Customers  wanting  excess  insurance  would  have  to  purchase  or 
self-insure  large  amounts  of  underlying  primary  insurance — in 
some  cases  covering  the  first  $50  million  of  claims.  New  excess 
policies  would  cover  old  claims,  say  for  groundwater  contamina- 
tion, if  filed  during  the  new  policy  period— but  only  to  the  limits 
of  the  excess  coverage.  Limits  would  be  limits. 

However,  Clements'  plan,  and  a  similar  plan  for  directors  and 
officers  coverage,  attracted  little  interest  from  traditional  insur- 
ers or,  in  the  beginning,  even  from  Marsh,  his  own  employer. 


Whether  Map 


When  assessing  big  publicly  traded  Bermuda  reinsurers  like  those  below,  the  obvi- 
ous is  not  always  reality.  Thus,  after  the  severe  2005  hurricane  season,  the  industry 
had  a  robust  2006,  helped  by  fewer  claims  and  higher  rates.  Industry  analysts  say 
the  insurers  commonly  overaccrue  for  losses  when  times  are  good,  helping  to 
compensate  for  the  inevitable  rough  patches.  But  all  still  trade  for  relatively  low 


P/Es,  affording  some  downside  protection. 


COMPANY 

RECENT 
PRICE 

MARKET 
VALUE  ($BIL) 

EPS 
2006 

P/E 
TRAILING 
12-MONTH 

PRICE  AS 
%OF 
BOOK  VALUE 

ACE  LTD. 

$61.22 

$20 

$6.89 

8 

133% 

ARCH  CAPITAL 

73.77 

5 

9.08 

7 

142 

AXIS  CAPITAL 

40.49 

6 

5.63 

7 

143 

ENDURANCE  SPECIALTY 

40.73 

3 

6.73 

5 

111 

EVEREST  RE  GROUP 

110.02 

7 

12.87 

7 

130 

IPC  HOLDINGS 

28.00 

2 

5.54 

6 

86 

XL  CAPITAL 

76.98 

14 

9.60 

7 

122 

Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

Marsh  said  he  could  set  up  the  operations  as  long  as  it  didn't  have 
to  put  in  any  capital.  It  would,  however,  like  to  get  some  war- 
rants— long-term  options  on  shares  of  the  new  company 

In  1985  Clements  persuaded  34  large  U.S.  companies— such 
as  U.S.  Steel,  GE,  Merck,  Dow  and  Emerson  Electric— to  invest  a 
total  of  $285  million  to  get  ACE  off  the  ground.  Another  $410  mil- 
lion went  into  XL  Capital  a  few  months  later.  Among  the  startups' 
positives:  efficient  staffing  levels,  pricing  freedom  since  few 
competitors  offered  the  product,  no  lingering  claims— and  new 
lucrative  high-end  products  for  Marsh's  army  of  brokers. 

ACE  went  public  in  1993.  Its  market  cap  today  is  69  times  the 
money  its  industrial  backers  put  in.  The  initial  stakes  in  XL  Cap- 
ital, which  went  public  in  1991,  have  grown  33-fold.  "The  biggest 
thing  that  has  happened  in  the  insurance  business  since  the 


Chicago  fire,"  one  trade  pub  gushed  about  Clements'  successes. 
Marsh  likely  collected  several  billion  dollars  from  those  warrants. 

Clements'  third  company:  Mid  Ocean  Re,  a  Bermuda 
reinsurer  aimed  at  catastrophes  like  hurricanes  or  collapsed 
buildings  as  opposed  to  longer-gestation  situations  like  asbestos 
contamination.  This  time  Marsh  took  a  10%  stake  for  $36  million 
in  the  1992  founding.  Clements  got  a  sliver  of  equity.  Marsh's 
stake  paid  off  nicely  when  Mid  Ocean  was  sold  a  few  years  later 
to,  as  it  happened,  XL  Capital. 

One  night  while  at  dinner  with  his  eldest  son,  John,  a  West 
Coast  investment  banker,  Robert  Clements  griped  that  his  ideas 
were  being  copycatted  during  the  long  stretches  it  took  to  raise 
capital  for  a  new  company.  "The  next  time  you  have  a  great  idea, 
Dad,"  John  said,  "you  should  raise  a  fund."  Replied  Clements, 
who  had  spent  much  of  his  working  life  putting  together  deals 
for  his  employer,  "What's  a  fund?" 

In  1995  Clements  started  Arch  Capital,  another  reinsurer 
with  money  from  Marsh,  other  investors  and  himself.  After  he 
left  Marsh,  Marsh  sold  its  interest.  Clements  then  sold  off  Arch's 
book  of  existing  business,  raised  $750  million  from  outside 
investors  and  in  2000  relaunched  Arch  as  a 
public  company,  getting  4%  of  the  stock  as 
a  fee.  It  was  a  good  time  to  start  a  new  rein- 
surance company,  since  the  established 
ones  were  so  fearful  of  potential  big  claims 
(like  the  resurgence  of  asbestos  claims)  that 
they  refused  to  offer  policies  even  to  their 
best  risks.  In  2006  Arch  had  $3  billion  in 
premiums. 

Enough  reinsurance.  Why  not  move  in  on 
the  primary  market?  Clements  raised  $1  bil- 
lion and  this  year  started  Ironshore  Ltd  The 
company,  which  has  only  40  employees  and 
works  out  of  a  small  office  in  Hamilton,  ex- 
pects to  offer  policies  insuring  against  storm 
and  earthquake  damage  in  several  dozen 
countries,  including  the  U.S. 

In  2004  Clements,  his  son  and  two  ex- 
Marsh  presidents  raised  $320  million  to 
launch  Integro  Corp.,  which  brokers  the 
sale  of  large,  complex  policies  for  corpora- 
tions. So  far,  however,  Integro  has  yet  to  prove  itself,  amid  indus- 
try gossip  that  the  expensive  force  of  brokers  it  recruited — many 
from  scandal-plagued  Marsh — has  yet  to  earn  its  keep.  Clements 
says  Integro  is  growing  rapidly  and  wasn't  supposed  to  make 
money  in  its  first  three  years. 

On  Sept.  11,  2001  Clements,  a  kayaker,  stroked  into  Long 
Island  Sound  to  watch  the  huge  black  stream  of  smoke  rising  35 
miles  to  the  southwest  at  the  World  Trade  Center.  (XL  Capital  and 
ACE  were  among  the  companies  that  had  exposure  to  the  result- 
ing multibillion-dollar  billion  casualty  settlement.)  The  tragic 
event  underscored  the  peculiar  nature  of  insurance.  "What  we  do 
is  a  kind  of  a  craft,"  he  muses.  "Underwriting  complex,  enormous 
risks  for  the  corporate  world  is  something  like  a  being  high-wire 
walker."  F 


-P.B. 


128      FORBES      NOVEMBER  12,  2007 


A  Special  Advertising  Section  Created  in  Partnership  With  Electric  Perspectives  Magazine 


POWERINGup 

F0R  AM  ERICA'S 

FUTURE 

The  electric  utility  industry  is  all  about  growth. 

As  GDP  grows,  so  does  electricity  use.  Not  only  that, 
electricity  use  in  the  average  home  continues  to  grow,  due  in 
large  part  to  the  proliferation  of  new  consumer  applications, 
!  like  wide  screen  TVs  and  computers.  This  proliferation,  along 
with  new  electricity  uses  in  the  commercial  and  industrial 
sectors,  is  having  an  impact.  In  2006,  total  electric  output  was 
the  second-highest  ever,  trailing  2005's  output  just  slightly. 
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DAVID  RATCLIFFE 

Chairman,  President  and  CEO 
Southern  Company 

More  and  more 
people  move  to  the 
South  each  day.  In 
fact,  the  U.S.  Census 
Bureau  estimates 
that  by  the  year  2030 
40%  of  Americans 
will  live  in  the  region 
that  stretches  from 
Texas  to  Virginia. 
Many  of  these  new  neighbors  will  look 
to  Southern  Company  to  serve  their 
energy  needs. 

At  Southern  Company,  we're  poised  to 
meet  rising  electricity  demand  by  pursu- 
ing a  balanced  approach  to  energy.  We 
are  planning  to  build  new  nuclear  power 
—  a  clean,  safe  and  economical  form  of 
generating  electricity.  We're  developing 
new  technologies  that  will  allow  us  to 
use  coal,  our  nation's  most  abundant 
energy  resource,  in  a  cleaner,  more 
efficient  manner.  Natural  gas,  the  fuel  of 
choice  for  electric  generation  in  recent 
years,  remains  an  important  option  for  us, 
as  does  renewable  energy,  like  biomass 
and  wind.  We  continue  to  promote 
energy  efficiency  by  working  with  our 
customers  to  reduce  energy  use  in  their 
homes  and  businesses. 

Southern  Company  is  implementing 
the  most  effective  solutions  to  keep 
up  with  growing  energy  needs.  The 
nation's  economy,  quality  of  life  and 
ability  to  compete  in  the  world's  markets 
will  depend  on  a  reliable  and  affordable 
energy  supply  —  and  one  that  can  meet 
the  commitments  of  ever-increasing 
environmental  standards. 


High  demand  is  also  responsible 
for  shrinking  the  "reserve  mar- 
gin" —  that  is,  the  difference 
between  a  regions  total  generation  capacity 
and  its  demand.  The  North  American 
Electricity  Reliability  Corporation  (NERC) 
sees  that  margin  shrinking  even  more 
through  2015. 

As  we  look  ahead  to  2030,  projections 
show  that  the  U.S.  population  will  grow 
23%,  GDP  will  double  and  electricity  use 
will  grow  40%. 

To  meet  that  growth,  the  nation 
requires  expanded  electric  resources 
and  infrastructure  —  power  plants,  new 
transmission  lines,  upgraded  delivery 
systems  and  efficiency  efforts  —  as  well 
as  environmental  programs  and  systems 
to  support  them.  Generation  capacity 
alone  has  a  high  price  tag.  The  Energy 
Information  Administration  (EIA)  predicts 
that  by  2030,  even  with  efficiency  efforts 
and  conservation,  the  nation  will  need 
258  GW  of  new  electric  generation 
capacity,  costing  more  than  $400  billion. 
Of  course,  that  does  not  include  invest- 
ments for  transmission,  advanced  metering 
infrastructure  or  environmental  systems. 
It  also  doesn't  count  the  cost  for  energy 
efficiency  programs  and  services  — 
without  which  we  would  have  to  build 
even  more  capacity. 

Utilities  have  to  invest  in  America's 
electric  future.  The  industry  projects  $73.1 
billion  of  capital  expenditures  (CAPEX)  in 
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2007,  a  21.1%  rise  from  the  $60.3  billion 
spent  in  2006  and  51.1%  above  the  $48.4 
billion  in  2005.  Industry  capex  should 
be  at  least  $75  billion  in  2008  and  $75.5 
billion  in  2009,  and  those  projections  are 
probably  low.  Prices  for  raw  materials, 
manufactured  components  and  labor  — 
the  main  components  needed  to  build 
infrastructure  —  have  spiked  dramatically 
in  the  last  year,  causing  many  plant  pro- 
posals to  be  reestimated  at  costs  much 
higher  than  theyd  been  just  a  few  months 
before.  It's  a  trend  that  will  continue. 

Indeed,  investing  in  America's  electric 
future  is  a  daunting,  lengthy  and  expensive 
task  for  companies,  customers  and  society 
in  general,  but  it  is  a  necessary  one. 

SPECIAL  DELIVERY 

Research  suggests  that  in  2007,  utility 
spending  on  generation  capacity  will  take 
up  31%  of  all  capex,  totaling  around  $23 
billion.  But  there's  investment  across  the 
system.  In  2006  both  shareholder-owned 
electric  companies  and  stand-alone  trans- 
mission companies  spent  $6.9  billion  on 
the  nation's  transmission  grid  —  a  9.7% 
increase  over  2005.  Overall,  shareholder- 
owned  electric  companies  are  expected 
to  invest  at  least  $31.5  billion  in  the 
transmission  system  between  2006  and 
2009.  These  numbers  have  led  NERC 
to  project  that  almost  13,000  miles  of 
high-voltage  transmission  will  be  added 
by  2015  —  an  increase  of  about  6%. 


COMPANY 

Energy  to  Serve  Your  World* 


southerncompany.com 


Overall,  shareholder-owned  electric 
companies  are  expected  to  invest  at 
least  $31 .5  billion  in  the  transmission 
system  between  2006  and  2009. 


is  a  river. 


to  superior  performance  and  customer  care. 


This  river  flows  through  the  South. 


And  we  make  it  run. 


From  clean  coal  technologies  to  renewable 
resources,  we're  investing  in  new  sources 
of  energy.  Our  goal:  to  meet  the  South  s 
growing  power  needs  while  preserving 
its  environment. 

SOUTHERN  ML 
COMPANY 

Energy  to  Serve  Your  World 

Alabama  Power  •  Georgia  Power  •  Gulf  Power  •  Mississippi  Power 

soiirhciiKompany.com  NYSK>SO 
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MICHAEL  G.  MORRIS 

Chairman,  President  and  CEO 
American  Electric  Power 

For  more  than  100 
years,  AEP  has 
maintained  innova- 
tive leadership  in  the 
electric  utility  indus- 
try. That  history 
continues  today, 
with  AEP's  recent 
agreement  to  pur- 
chase approximately 
4.6  million  carbon  credits  between  2010 
and  2017,  generated  from  capturing  and 
destroying  methane  on  livestock  farms. 
The  company  is  committed  to  making 
on-system  reductions  in  emissions  from 
its  fleet  using  clean-coal  technologies, 
validating  technology  to  capture  and 
store  carbon  from  existing  coal  plants, 
and  investing  in  renewable  energy. 

AEP  is  one  of  the  largest  electric 
utilities  in  the  United  States,  delivering 
electricity  to  more  than  5  million  cus- 
tomers in  1 1  states.  AEP  ranks  among  the 
nation's  largest  generators  of  electricity 
and  owns  the  nation's  largest  electricity 
transmission  system.  AEP's  utility  units 
operate  as  AEP  Ohio,  AEP  Texas, 
Appalachian  Power  (in  Virginia  and  West 
Virginia),  AEP  Appalachian  Power  (in 
Tennessee),  Indiana  Michigan  Power, 
Kentucky  Power,  Public  Service  Company 
of  Oklahoma,  and  Southwestern  Electric 
Power  Company  (in  Arkansas,  Louisiana 
and  east  Texas).  AEP's  headquarters  are 
in  Columbus,  Ohio. 


m 

AMERICAN9 

ELECTRIC 

POWER 

www.AEPcom 


Utility  spending  on  distribution  sys- 
tems —  transformers,  meters,  software, 
etc.  —  has  followed  a  steady  upward 
trend  for  the  past  20  years  and  shows  no 
sign  of  diminishing.  Between  2000  and 
2005,  annual  spending  in  real  dollars 
grew  from  $14.6  billion  to  $17.3  billion, 
an  increase  of  18.4%.  If  these  investment 
trends  continue,  outlays  for  distribution 
will  average  at  least  $15  billion  per  year 
over  the  next  10  years,  particularly  for 
smart-meter  systems. 

Innovations  in 
Energy  Efficiency 

Since  the  early  1970s,  electric  utility  pro- 
grams and  services  have  helped  residential, 
commercial  and  industrial  customers  take 
control  of  their  energy  bills.  From  1989 
to  2005,  electric  utilities  spent  $30  billion 
on  demand-side  management  programs 
that  saved  more  than  796  million 
megawatt-hours  of  electricity  —  equal  to 
the  output  of  slightly  more  than  336 
300-megawatt  base  load  power  plants. 

Today,  technology  is  expanding  the 
opportunity  for  energy  efficiency  and 
changing  the  way  we  use  electricity. 
Advanced  metering,  for  example,  promises 
two-way  communication  between  the 
utility  and  the  customer,  allowing  for 
real-time  pricing  and  opening  the  way 
for  new  products  and  services  to  help 
customers  streamline  their  energy  use. 
Dynamic  systems  are  on  the  horizon 
as  well,  including  new  technologies  in 
utility  substations  and  smart  appliances 
in  the  home. 

Coupled  with  innovative  approaches  to 
ratemaking,  such  smart  technologies  can 
make  energy  efficiency  a  powerful 
resource  for  the  utility,  allowing  it  to  defer 
the  construction  of  new  capacity.  To  that 
end,  utilities  are  working  with  state 
commissions  to  develop  sustainable 
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businesses  for  efficiency.  Among  other 
efforts,  the  industry  recently  created  the 
Institute  for  Electric  Efficiency,  which  will 
promote  best  practices,  develop  a  resource 
base  of  regulatory  models  and  share  infor- 
mation and  ideas  among  companies. 

Environmental  Technologies 

Environmental  controls  factor  heavily 
in  future  electric  system  investments. 
Spending  in  this  area  comprised  about 
14%  of  all  capital  expenditures  in  2006.  But 
while  every  area  is  growing,  environmental 
spending  is  growing  at  the  fastest  rate, 
nearly  doubling  from  2005  to  2006. 
Much  environmental  CAPEX  is  used  to 
install  new  equipment  to  comply  with 
expanded  regulations  on  sulfur  dioxide, 
nitrogen  oxides  and  mercury. 

Also,  climate  change  is  high  on  many 
Washington  agendas.  Electric  utilities 
have  participated  in  the  Climate 
Challenge  since  1994,  eliminating  237 
million  metric  tons  of  greenhouse  gases 
in  2000  alone;  utilities  represented  70% 
of  all  reductions  and  offsets  reported 
that  year.  The  industry  also  works  with 
the  Asia  Pacific  Partnership  on  Clean 
Development  and  Climate,  whose  six 
member  nations  —  Australia,  China, 
India,  Japan,  Republic  of  Korea  and  the 
United  States  —  produce  about  half  of 
the  world's  C02.  APPs  goal  is  to  share 
technological  know-how  that  promotes 
sustainable  growth. 

The  Tax  Story 

Renewable  and  alternative  fuel  sources  — 
wind,  solar,  biomass  and  geothermal 
energy  —  are  also  an  important  environ- 
mental focus,  playing  important  roles  in 
generation  diversity  as  well  as  in  helping  to 
avoid  carbon  emissions. 

But  even  today,  these  resources  need 
incentives,  and  that  makes  extending 


Clearing  the  air. 


Greenhouse  gas  emissions  come  from  power  plants,  automobiles  and  even  farms.  In  fact, 
decomposing  livestock  waste  emits  methane,  a  greenhouse  gas  that  is  23  times  more 
potent  than  carbon  dioxide.  At  American  Electric  Power,  we're  finding  many  ways  to  make 
our  environment  cleaner.  We've  joined  the  first  large-scale  livestock  methane  gas  offset 
program  in  the  U.S.  to  buy  about  4.6  million  carbon  credits  between  2010  and  2017  to  capture 
and  destroy  methane  from  waste  on  about  200  U.S.  farms.  Whether  we're  investing  in  clean 
coal  technologies,  validating  carbon  capture  and  storage  at  our  power  plants  or  using  more 
renewable  energy,  AEP  is  fully  committed  to  a  clearer,  cleaner  energy  future  for  us  all. 


AMERICAN 

ELECTRIC 

POWER 


For  more  information  visit  AEP.com. 
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TOM  KUHN 

President 

Edison  Electric  Institute 

America  depends 
on  a  reliable  and 
affordable  elec- 
tricity supply.  This 
year,  the  industry 
will  spend  more 
than  $73  billion  for 
new  plants,  infra- 
structure and  envi- 
ronmental controls 
in  order  to  keep  pace  with  the  country's 
growing  demand  for  electricity,  which  is 
predicted  to  increase  40%  by  2030. 

Edison  Electric  Institute  is  working 
with  federal  and  state  regulators  to 
create  new  regulatory  approaches  that 
recognize  the  realities  of  procuring 
electricity  and  building  generation  in 
today's  competitive  markets. 

Energy  efficiency  plays  a  crucial  role 
in  the  build-out.  It  defers  generation 
construction,  makes  energy  prices  less 
volatile,  improves  system  reliability  and 
slows  the  rate  of  greenhouse  gas 
emissions.  Among  other  efforts,  the 
Institute  for  Electric  Efficiency  teaches 
companies  best  practices  for  efficiency 
programs  and  services.  This  institute  will 
also  work  with  industry  allies  to  develop 
advanced  technologies  that  help  utility 
customers  save  energy  and  control  their 
energy  costs.  Critical  to  that  task  is 
developing  state  regulatory  policies  that 
make  energy  efficiency  a  sustainable 
business  for  utilities,  a  workable  solution 
for  regulators  and  a  positive  incentive 
for  customers. 

Our  goal  is  clear:  We're  investing  in 
America's  electric  future. 


edison  electric 
institute 


www.getenergyactive.org 
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Electric  utilities  have  participated 
in  the  Climate  Challenge  since 
1994,  eliminating  237  million  metric 
tons  of  greenhouse  gases 
in  2000  alone. 


the  production  tax  credit  (PTC,  a  per- 
kilowatt  credit  on  renewable  energy 
generated)  one  of  the  industry's  key  tax 
goals.  Right  now,  Congress  renews  it  one 
year  at  a  time,  which  raises  uncertainty 
for  developers. 

The  dividend  tax  reduction  is  another 
important  tool  for  electric  companies  as 
they  invest  in  new  capital  assets.  After 
the  reduction  was  extended  by  four  years 
in  2006,  the  EEI  Index  produced  a  20.5% 
return  —  nearly  all  the  return  posted  for 
the  year.  That  was  good  news  for  utility 
shareholders,  whose  average  age  is  65  or 
older;  moreover,  60%  of  those  shareholders 
have  less  than  $75,000  in  annual  income. 
Attracting  more  shareholders,  coupled 
with  a  lower  cost  of  capital  from  strong 
stock  performance,  is  critical  for  invest- 
ment, so  extending  the  tax  credit  is  a 
primary  industry  objective. 

Positive  tax  treatments  benefit  efficiency 
too:  Incentives  for  plug-in  hybrid  vehicles, 
for  example,  and  shortening  the  depreciable 
lives  for  "smart  meters"  are  among  many 
other  tax  policies  the  industry  is  pursuing. 

America's  Electric  Future 

Educating  the  public  and  state  regulators 
is  another  challenge.  It  may  be  that  the 
average  price  of  one  kilowatt-hour  of 
electricity  (in  nominal  dollars)  has  climbed 
only  37%  since  1985,  compared  to  food 
(79%),  regular  gasoline  (179%)  and  health 


care  (176%).  The  reality  for  the  utili 
however,  is  that  fuel  and  purchased-powei 
costs  have  risen  substantially.  Moreover 
10-year-old  rate  freezes  and  caps  are 
coming  off  in  several  states  that  have 
been  transitioning  to  competition,  anc 
customers  are  seeing  much  higher  "real" 
prices  for  electricity.  The  recent  anc 
rapid  price  rise  in  copper,  steel,  cement 
components,  labor,  project  management 
and  other  construction  inputs  has  a  sig- 
nificant effect  on  plant  estimates  —  and  it  is 
sometimes  difficult  for  utilities,  regulators 
and  customers  to  avoid  sticker  shock. 

When  it  comes  to  investing  in  Americas 
electric  future,  higher  prices,  growing 
demand  and  the  cost  of  necessary  electric 
infrastructure  are  the  big  issues  thai 
electric  companies  and  the  nation  will 
confront.  But  you  can't  stop  growth. 


WEB  DIRECTORY 
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From  the  Hudson  Valley  to  the  Silicon  Valley  —  and  everywhere  in  between  —  as  the  American  economy 
grows,  so  does  our  need  for  safe,  reliable  electricity.  A  need  which  will  grow  40%  by  2030* 

This  is  why  America's  shareholder-owned  electric  companies  are  investing  billions  of  dollars  in  next 
generation  power  plants,  environmental  improvements,  and  enhanced  electric  delivery  systems.  We  are  building 
to  keep  America's  electric  future  shining  brightly.  For  more  information,  visit  www.eei.org. 

^America's  Shareholder-Owned  Electric  Companies' 

|_       REAL  ASSETS.   REAL  SERVICE.  REALGROWTH.  J 


EDISON  ELECTRIC 
INSTITUTE 


*US  Department  of  Energy,  Energy  Information  Administration,  Annual  Energy  Outlook,  February  2007. 
©2007.  By  the  Edison  Electric  Institute.  All  rights  reserved. 


HEARD  ON  BROADWAY 
MONDAY  2:29  PM 

Guy  with  PDA:  I  love  it.  How  soon  can  we 
get  this  into  stores? 

Short  guy:  Six  months,  maybe  seven. 

Guy  with  PDA:  What  can  we  do  in  six  weeks? 

Short  guy:  Change  the  color? 

While  other  people  talk  about  getting  to  market  faster,  we 
can  help  you  get  to  market  faster.  IBM  worked  with  Clarion 
Malaysia  to  speed  product  innovation,  reducing  design 
cycle  time  by  half.  See  how  at-ibm.com/do/electronics 


STOP  TALKING 
START  DOING 


IBM,  the  IBM  logo  and  ibm.com  are  registered  '.-sJemarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product 
and  service  names  may  be  trademarks  or  service  narks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 
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Built  for  Innovation 

Before  a  company  can  become  the  next  Apple 
or  Google  it  must  understand  its  own  innovation 
architecture  By  Stephen  Wunker  and  George  Pohle 


N  WALL  STREET  INNOVATION  RULES. 
Just  look  at  Google's  three-year  sprint  to 
$200  billion  in  market  capitalization  and 
Nintendo's  miraculous  makeover. 
Thanks  to  an  innovative  new  videogame 
console,  Nintendo  has  become  Japan's  third  most  valu- 
able company.  Now  bankers  say  that  innovative  little 
Facebook  is  worth  up  to  $15  billion  despite  its  short 
operating  history. 

But  for  each  of  these  success  stories  there  are  thou- 
sands of  others  struggling  to  replicate  the  "innovative" 
DNA  enjoyed  by  outfits  like  Apple  and  Google.  Why  do 
innovation  efforts  fail?  We  might  expect  individual 
innovations  to  fail — innovation  is  risky.  However,  that 
does  not  explain  why  companies  often  pull  the  plug  on 
broad  campaigns  to  accelerate  innovation,  sometimes 
after  only  short  periods  of  time.  Frequently,  companies 
try  to  copy  outstanding  innovators,  but  the  efforts 
never  catch  on,  quickly  become  moribund  and  end  up 
engendering  cynicism. 

Research  by  IBM  Global  Business  Services,  Innosight 
and  the  benchmarking  organization  APQC  has  shown  the 
fallacy  in  the  assumption  that  successful  innovation  will 
come  simply  by  replicating  the  approach  used  by  success- 
ful innovators.  A  survey  of  90  companies  across  a  variety 
of  industries  and  14  countries  shows  that  the  sourcing,  shap- 
ing and  implementation  of  ideas  at  innovative  firms  tends 
to  conform  to  a  small  number  of  innovation  archetypes. 
These  different  "builds"  represent  a  self-reinforcing  com- 
bination of  culture  and  operations.  Google  is  representa- 
tive of  one  of  those  models,  but  only  one.  Because  there 
is  no  single  archetype  of  innovation,  companies  get  into 
trouble  by  trying  to  replicate  characteristics  that  are  not 
"natural"  to  their  own  business.  Instead,  firms  should  rec- 
ognize the  benefits  of  the  innovation  model  they  inhabit, 
compare  themselves  to  others  using  a  similar  approach  and 
borrow  selectively  from  other  categories. 
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Built  for  Innovation 


IS  YOUR  COMPANY  BUILT  FOR  INNOVATION?  IF  IT  IS, 
it's  likely  to  fall  into  one  of  the  following  four  innova- 
tion archetypes. 

1  The  marketplace  of  ideas 

In  the  marketplace  archetype,  employees  are  charged 
with  creating  new  ideas,  shopping  them  around  to 
gain  support  and  implementing  them  rapidly  to  test 
feasibility  and  market  acceptance.  It  is  an  environment 
that  is  somewhat  chaotic  by  design. 

Google  typifies  this  model.  The  company  empha- 
sizes hiring  bright,  creative  people  and  tells  them  that 
up  to  20%  of  their  time  may  be  spent  pursuing  per- 
sonal ideas.  While  the  firm  has  portfolio  guidelines — 
currently  70%  of  projects  focus  on  core  search  and 
ads,  20%  on  extensions  to  search  such  as  news  and 
10%  on  speculative  ideas — there  is  a  highly  decentral- 
ized system  to  determine  which  projects  move  ahead. 
Employees  create  ideas,  post  them  on  internal  Web 
bulletin  boards  and  discuss  merits,  risks  and  near- 
term  action  plans. 

Those  ideas  that  generate  the  most  support  through 
this  process  move  into  rapid  prototyping.  Product 
requirements  are  kept  as  simple  as  possible  so  that  fea- 


tures  may  evolve  as  users  provide  feedback.  Early  ver- 
sions are  quickly  released  for  internal  use,  then  for  beta 
release  through  the  Web  sites  Google  Labs. 

Google  is  not  alone  in  fostering  a  bottom-up 
approach  to  innovation.  Others,  including  3M,  Best 
Buy  and  cable  television  companies  like  Viacom,  take 
this  tack.  People  are  lauded  for  coming  up  with  ideas, 
trying  them  quickly  and  learning  from  experience. 
Failure  is  expected  and  even  rewarded,  as  long  as  it 
improves  the  company's  understanding  of  technology 
or  the  market. 


Whiie  there  is  no  set  formula  for  creating  an  innovative  enterprise,  the  following  four  models  account  for  the  majority  of 

today's  most  successful  companies. 


ARCHETYPE 

MARKETPLACE 
OF  IDEAS 


VISIONARY 
LEADER 


SYSTEMATIC 
INNOVATION 


COLLABORATIVE 
INNOVATION 


LEADERSHIP 

Executives  content  with 
"leading  from  behind" 


An  executive  with 
insight  and  creativity 
who  motivates 
employees  to  pursue  a 
vision 


Strong  executive 
leadership  that  sets 
priorities,  raises 
urgency  and  allocates 
resources  appropriately 

Recognizes  when  to 
outsource;  has  expertise 
in  forming  strategic  al- 
liances and  navigating 
conflicts  with  partners 


STAFF 

Staff  recruited  for  their 
creativity  and  passion 


Staff  who  are  adept  at 
teamwork  and  can 
execute  leader's  plans 


Staffing  policies  that 
dedicate  small  numbers 
of  employees  to 
discrete  tasks  and  do 
not  penalize  failure 

Staff  empowered  to 
make  deals  with 
outside  vendors 
without  onerous 
approval  policies 


PROCESS 

Well-stated  goals  and 
boundaries;  ability  to 
trial  quickly;  clear 
metrics  for  success 

Well-understood 
mechanisms  that  link 
executive  vision  to  daily 
activities 


ENVIRONMENT 

Should  allow  for  and 

encourage 

experimentation 


Source:  Strategy  &  Innovation 


Cross-functional 
approaches  and  a  high 
tolerance  for  dissent 
and  experimentation 


Competency  in  finding 
external  partners; 
technology  or 
infrastructure  that 
enables  dynamic 
reconfiguration 


Few  interdependencies 
with  outside  parties;  a 
business  model  that 
supports  pursuing  just 
a  handful  of  big 
initiatives 

Diffuse  product  lines 
that  are  impossible  for 
a  small  set  of 
individuals  to  dictate 
and  control 

Excellent  understanding 
of  customer  needs,  a 
strategic  advantage 
(economic,  brand, 
channel)  that  maintains 
differentiation 


EXAMPLES 

Google,  3M,  Best  Buy, 
television  companies 


Steve  Jobs  (Apple) 
Akio  Morita  (Sony) 
Henry  Ford 


Samsung, 
Procter  &  Gamble, 
Goldman  Sachs 


Vodafone,  Facebook 
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HEARD  ON  STEPS  OF  MAIN  OFFICE 
FRIDAY  8:15  AM 

Smart  guy:  But  how  do  we  differentiate 
in  a  customer-centric  environment? 

Witty  guy:  Everyone  else  is  going  virtual. 
Smart  guy:  Great.  Let's  do  that. 


Everyone's  looking  for  innovative  ways  to  make  customers 
happier.  Few  know  where  to  start.  IBM  helped  Staples  reshape 
their  customer  experience,  resulting  in  a  60%  increase  in  their 
online  conversion  rate.  See  how  at  ibm. com/do/retail 


STOP  TALKING 
START  DOING 


IBM,  the  IBM  logo  and  ibm.com  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries  Other  company,  product 
and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  Copyright  IBM  Corporation  2007.  All  rights  reserved. 


il 

rtf  to 


CD  O 


O  FRANKFURT 


WEDNESDAY  6:15  AM 


Pink  argyles:  How  are  we  doing  on  the 
global  collaboration  plan? 

Barefoot:  We're  having  trouble  getting 
buy-in  from  the  local  offices. 


You've  heard  everyone  talk  about  innovative  business 
models,  but  IBM  has  the  experience  to  help  you  actually 
get  it  done.  Download  our  white  paper  "The  Power  of  Many" 
at  ibm.  com/do/leaders 


STOP  TALKING  "=""=□= 
START  DOING   ====== 7 E: 


Built  for  Innovation 


Because  the  marketplace  model  relies  on  high- 
quality  input  of  ideas,  these  firms  tend  to  seek  opportu- 
nities from  many  sources,  including  close  interactions 
with  clients  and  partners.  Once  they  vet  ideas,  firms  in 
this  archetype  tend  to  have  a  relatively  short  time  to 
market  and  launch  many  new  businesses.  This  speed  to 
launch  is  due  partly  to  the  companies'  preferences  for 
validating  ideas  in  the  marketplace  rather  than  with 
detailed  upfront  analysis. 

2  The  visionary  leader 

The  visionary  leader  model  revolves  around  a  senior 
executive  who  understands  the  future  better  than  cus- 
tomers may,  motivates  employees  to  zealously  pursue 
that  vision  and  keeps  generating  ideas  that  are  unex- 
pected and  profound. 

Steve  Jobs  of  Apple  is  the  paragon.  His  visions 
have  included  creating  one  of  the  first  personal  com- 
puters, commercializing  the  graphical  user  interface 
on  the  first  Macintosh,  bringing  design  to  computing 
with  the  iMac,  and  developing  the  iPod.  While  the 
firm  has  created  many  innovations,  it  tends  to  launch 
only  a  few  key  products  at  a  time  and  in  fact  spends 
less  on  R&D  than  the  industry  average. 

Apple's  big  ideas  often  have  not  started 
with  Jobs.  A  little-known  product 
designer  named  Tony  Fadell  thought  up 
the  iPod,  for  instance.  Jobs'  great  talent  is 
the  ability  to  spot  high-potential  con- 
cepts, champion  them  and  inspire  teams 
to  pursue  them. 

Other  visionaries  include  Henry  Ford, 
who  once  famously  said,  "If  I'd  asked  peo- 
ple what  they  wanted,  they  would  have 
asked  for  a  better  horse."  Ford  innovated 
both  in  product  design  and  production 
process,  designing  unthinkably  inexpen- 
sive cars  produced  in  a  very  new  manner. 

Sony's  Akio  Morita  closely  observed 
consumers  as  they  went  about  their  daily 
lives.  Morita  believed  that  markets  that  did 
not  yet  exist  could  be  accurately  measured  and  ana- 
lyzed, so  he  relied  on  his  observational  insights  to 
design  some  of  the  company's  most  successful  new 
products.  His  thinking  about  how  Sony's  technology 
could  improve  consumers'  experiences  led  to  such 
game-changing  products  as  the  Walkman. 

Sometimes  the  vision  does  not  involve  an  end 
product  or  process  but  instead  focuses  on  a  new 
method  of  approaching  the  customer.  Harrah's  Chief 
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Executive  Gary  Loveman,  for  instance,  came  to  the 
company  after  teaching  service  management  at  Har- 
vard Business  School.  He  decided  to  use  data  analysis 
to  target  the  ideal  customers  for  his  gaming  business. 
He  then  united  his  company  to  pursue  that  goal,  with 
impressive  results. 

This  model  goes  beyond  executive  inspiration. 
These  organizations  typically  construct  formal  mech- 
anisms that  are  designed  as  conduits  for  making  oper- 
ational the  ideas  of  the  visionary. 

3  Systematic  innovation 

Most  companies  aren't  Google  or  Apple.  Their  culture, 
their  people  and  their  environments  are  very  differ- 
ent— causing  them  to  take  another  route  to  innova- 
tion: They  create  processes  designed  to  produce 
results  systematically. 

It  is  easy  to  believe  that  such  efforts  only  generate 
bureaucracy,  endless  meetings  and  me-too  products 
that  yield  tepid  growth.  After  all,  if  companies  have 
similar  processes  and  similar  people,  they  will  likely 
create  similar  outputs.  However,  it's  possible  to  use 
such  rigor  in  mold-breaking  ways. 

Samsung  provides  an  example.  Over  the  past  15 
years  innovation  has  helped  set  the  company  apart 
from  fierce  competitors.  This  vast  company  creates 
more  products  in  a  year  than  any  visionary  could  pos- 
sibly conceive  and  it  does  so  within  a  Korean  company 
culture  not  historically  inclined  toward  bottom-up 
idea  generation. 

The  firm  succeeds  through  a  mix  of  executive  pri- 
oritization and  team  processes.  Samsung's  leadership 
prioritized  design  as  a  critical  competency  in  1993  and 
significantly  increased  the  design  budget  to  support 
the  emphasis.  It  developed  Design  Centers  in  London, 
Los  Angeles,  San  Francisco,  Tokyo  and  Shanghai  to 
look  for  emerging  customer  trends.  It  created  an 
Innovation  Design  Lab  as  an  in-house  school  for 
promising  designers,  and  it  sends  people  on  intern- 
ships in  industries  as  diverse  as  fashion  and  cosmetics 
to  gain  new  ways  of  thinking. 

The  company  invests  about  10%  of  its  revenues  in 
R&D — a  very  high  figure  for  the  industry— and  it 
devotes  1 5%  of  its  R&D  team  to  looking  at  needs  and 
lifestyles  ten  years  from  now.  The  firm  unites  its  dis- 
parate businesses  through  leveraging  a  common  core 
of  semiconductor  components,  a  field  in  which  it 
holds  a  strong  position.  Importantly,  senior  manage- 
ment strives  to  create  a  culture  of  perpetual  crisis  that 
forces  the  company  to  look  seriously  at  competitive 
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threats  and  develop  new  growth  businesses. 

One  key  is  breaking  down  barriers 
between  internal  groups  and  then  facili- 
tating rapid  innovation  to  meet  com- 
petitive challenges.  For  example, 
more  than  2,000  people  a  year 
cycle  through  its  Value  Innova- 
tion Program  (VIP)  Center 
outside    Seoul,  where 
designers,  engineers, 
planners  and  program- 
mers gather  for  days — or 
months — on  end  to  hammer 
out  detailed  specifications  for  new  products. 

The  center  was  established  to  bring  together  criti- 
cal team  members  at  the  start  of  a  project.  These 
cross-functional  teams  work  long  days  in  windowless 
rooms  to  shape  ideas  and  resolve  differences,  return- 
ing to  their  ordinary  jobs  only  after  the  task  is  com- 
pleted. Fifty  "value  innovation  specialists"  facilitate  the 
work.  The  teams  strive  to  break  down  stale  cultural 
norms  and  encourage  junior  members  to  challenge 
senior  staff.  Output  is  rapidly  prototyped  and  tested. 

Systematic  organizations  conceive  of  innovation  in 
both  strategic  and  tactical  terms.  Strategically,  they 
pay  relatively  high  levels  of  attention  to  the  landscape 
in  which  the  innovation  is  to  take  effect.  Tactically, 
they  focus  on  project  execution,  seeking  efficient  and 
fast  implementation. 

In  addition  to  Samsung,  Procter  &  Gamble  and 
Goldman  Sachs  typify  this  approach. 

4  Collaborative  innovation 

The  models  explored  thus  far  rely  primarily  upon 
internally  generated  innovation  to  create  growth. 
Another  archetype  is  more  externally  oriented,  featur- 
ing companies  that  team  with  outside  partners  to  eval- 
uate a  wide  range  of  opportunities,  rapidly  select  the 
ones  to  trial  and  often  implement  the  ideas  through 
these  partners. 

Vodafone  illustrates  this  model.  Its  strength  lies  in 
its  global  brand  and  its  customer  service.  However,  its 
network  equipment  is  supplied  by  outside  firms  such 
as  Ericsson,  its  customers  are  often  acquired  by  third- 
party  dealers  such  as  Carphone  Warehouse  and  its 
software  applications  are  sourced  from  a  range  of 
third  parties.  Vodafone  has  even  partnered  in  owning 
wireless  networks,  whether  in  the  U.S.,  with  Verizon, 
or  in  Bahrain,  with  the  Kuwaiti  firm  MTC. 

Vodafone  excels  in  understanding  customer 


needs,  outlining  what  they're  look- 
ing for  and  seeking  the  appro- 
priate solution  from  its  part- 
ners. It  then  performs  quick 
but  thorough  quality  control 
and  plugs  the  innovation 
into  its  network.  If  the  solu- 
tion proves  off  the  mark,  the 
firm  can  swap  in  an  alterna- 
tive relatively  easily.  Its  tech- 
nology infrastructure  facili- 
tates this  flexibility,  as  does 
its  large  idea  pipeline. 
Collaboration  organizations  gather  "innovation 
intelligence"  by  building  formal  relationships  with 
other  firms  that  can  help  them  not  only  shape  the 
innovative  concept  but  also  actively  implement  the 
solution.  For  example,  most  movie  studios  are  collab- 
oration organizations,  partnering  with  independent 
producers  to  generate  ideas,  with  technology  compa- 
nies to  create  special  effects,  and  with  advertising 
agencies  to  promote  new  releases. 

Another  more  recent  example  is  social  networking 
Web  site  Facebook,  whose  popularity  has  soared  since 
it  opened  its  platform  to  outside  developers.  Today 
thousands  of  programmers  around  the  world  have 
given  Facebook  a  broad  menu  of  applications  featur- 
ing everything  from  fantasy  sports  to  photo  sharing. 
Such  alliance-friendly  organizations  work  to  develop  a 
performance  vision  shared  by  their  partners. 

By  understanding  which  archetype  a  firm 
inhabits,  leaders  can  gain  perspective  on 
what  actions  will  best  foster  innovation. 
Of  course,  there  is  no  single  formula  for 
successful  innovation.  But  research 
shows  that  most  firms  can't  easily 
change  the  method  in  which  they  inno- 
vate. It's  like  trying  to  change  your 
genetic  makeup  with  plastic  surgery.  A  more 
fruitful  approach  is  to  embrace  your  innova- 
tion archetype  and  improve  upon  it. 

Excerpted  from  a  recent  issue  of 
Strategy  &  Innovation.  For  more,  go  to 
www.forbes.com/strategy&innovation. 
Stephen  Wunker  is  a  partner  at  Innosight.  He 
can  be  reached  at  swunker@innosight.com. 
George  Pohle  is  the  global  leader  of  IBM 
Business  Strategy  Practice.  He  can  be  reached 
at  pohle@us.ibm.com. 
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The  ivory  Tower  

Economics  101 

Colleges  aren't  good  at  getting  costs  under  control.  Why  bother,  when 
Uncle  Sam's  checkbook  is  always  open  By  Alex  Davidson 


AS  HIGH  SCHOOL  SENIORS 
narrow  their  choices  for 
college  and  parents  gin- 
gerly peek  at  the  price  tags, 
they're  asking  themselves: 
How  is  it  possible  that  colleges  charge 
so  much? 

Colleges  blame  big  tuition  hikes  on 
rising  bills  for  fuel,  health  care  benefits 
and  salaries — and  on  the  cost  of  keeping 
up  with  College  X  and  its  new  rock- 
climbing  wall  and  wired  dorm.  Busi- 
nesses, though,  face  the  same  escalating 
costs  and  the  same  pressure  to  upgrade 
their  products,  but  they  don't  raise  their 


prices  at  anything  like  the  same  pace. 

Since  1983  the  cost  of  keeping  colleges 
running  has  outpaced  the  Consumer  Price 
Index  by  48%,  according  to  the  Common- 
fund  Institute,  a  nonprofit  that  compiles  a 
higher-education  price  index.  And  the 
prices  that  colleges  charge  have  climbed  even 
faster.  At  George  Washington  University  in 
Washington,  D.C.,  the  tuition  for  students 
who  don't  qualify  for  a  discount  is  up  270% 
in  real  terms  in  the  past  25  years. 

Where  is  all  your  tuition,  room  and 
board  money  going?  Take  utilities.  Since 
1983  the  tab  for  heating,  cooling  and 
powering  college  campuses  has  jumped 


124%  after  inflation,  the  Commonfund 
says,  while  commercial  users  have  seen  a 
60%  rise  in  their  real  electricity  and  gas 
bills,  according  to  the  Bureau  of  Labor 
Statistics.  While  businesses  have  spent 
millions  to  make  their  factories  and 
offices  energy-efficient — HSBC  said  in 
June,  for  example,  that  it  will  spend  $90 
million  over  five  years  to  make  its  offices 
less  power-hungry — colleges  have  done 
comparatively  little.  Emory  University  in 
Atlanta,  for  example,  says  its  energy  costs 
have  climbed  a  real  4.9%  a  year  over  the 
last  decade.  Commercial  users,  though, 
have  seen  only  a  0.2%  real  annual  rise. 


Colleges  face  expenses 
that  rise  far  faster  than 
the  same  costs  in  the 
economy  overall. 
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Still  haven't 
rolled  over  your 
old  401  (k)? 


With  theT.  Rowe  Price  SmartChoice  Rollover"  it's  easy. 


With  the  SmartChoice  Rollover  IRA,  doing  the  right  thing  with  your  401  ( 
savings  is  easy.  A  SmartChoice  Rollover  makes  it  easy  to  choose  a  fund, 
and  it's  easy  to  open. 

Easy  to  choose  a  mutual  fund — Our  Retirement  Funds  make  it  simple  tc 
choose  a  fund  for  your  rollover  that  fits  your  needs.  Just  choose  the 
Retirement  Fund  that's  closest  to  the  year  you  plan  to  retire. 

Easy  to  open — Just  call  our  Rollover  Specialists.  They'll  take  you  through  th 
entire  rollover  process  step  by  step  and  open  your  account  right  over  the 
phone.  They'll  even  handle  most  of  the  paperwork  for  you.  Or  you  can 
open  an  account  online. 

Low  expenses — Our  Retirement  Funds  have  no  loads  or  commissions, 
and  with  low  expenses,  your  investment  goes  even  further.  Call  our 
Rollover  Specialists  or  visit  our  Web  site  today. 


Just  choose  the  fund 
closest  to  your 
retirement  date: 

Retirement  2010  Fund 
Retirement  2015  Fund 
Retirement  2020  Fund 
Retirement  2025  Fund 
Retirement  2030  Fund 
Retirement  2035  Fund 
Retirement  2040  Fund 
Retirement  2045  Fund 


The  more  youiaskj 
the  more  we're  different: 


weprice.com/start  1.800.541.5760 


TRoweRice 
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INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses, 
and  other  information  that  you  should  read  and  consider  carefully  before  investing. 

Important  factors  to  consider  when  planning  for  retirement  include  your  expected  expenses,  sources 
of  income,  and  available  assets.  Before  investing  in  one  of  these  funds,  weigh  your  objectives,  time 
horizon,  and  risk  tolerance.  The  funds  invest  in  many  underlying  funds  and  are  exposed  to  the  risks  of 
different  areas  of  the  market.  The  funds  assume  a  retirement  age  of  65. 

t  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARSC075746 


The  spiraling  cost  of  employee  med- 
ical insurance  hits  all  companies — but 
colleges  get  hit  harder.  At  Emory  this  cost 
has  jumped  a  real  7.3%  a  year  over  the 
last  decade,  while  the  annual  increase  for 
all  employers  with  a  staff  of  500  or  more 
averaged  4.6%,  according  to  consulting 
firm  Mercer.  Unlike  an  elite  college  that 
turns  away  most  of  its  applicants,  a  super- 
market chain  has  to  shave  pennies  off 
prices  to  get  customers  in  the  door.  Last 
year  Safeway  cut  its  health  care  costs  by  a 
real  13%  after  it  raised  deductibles  for 
employees  in  tandem  with  putting  $1,000 
in  health  savings  accounts  for  them. 

Businesses  harness  technology  to  cut 
their  labor  costs.  Offshore  call  centers, 
desktop  data  and  fiber-optic  lines  are  all 
part  of  this  story.  The  pressure  for  produc- 
tivity gains  is  not  as  apparent  in  colleges. 
Lecturers  are  not  being  replaced  by  DVDs, 
and  class  sizes  are  not  increasing. 

What  are  colleges  doing  about  their 
overhead?  Not  much.  In  1929  universities 
spent  8  cents  of  each  operating  budget 
dollar  on  administration;  today  they 
spend  14  cents,  says  Richard  Vedder,  an 


economics  professor  at  Ohio  University  in 
Athens.  In  1976,  he  says,  colleges  had 
three  nonteaching  professionals  for  every 
100  students;  25  years  later  they  had  six. 

It  seems  that  on  some  campuses  find- 
ing cheaper  suppliers,  pruning  redundant 
staff,  computerizing  records  and  charging 
higher  medical  premiums  aren't  on  the 
syllabus.  "There  is  little  courage  to  reduce 
costs,"  says  Lawrence  R.  Ladd,  who  heads 
Grant  Thorntons  higher-education  prac- 
tice. "Costs  are  reduced  at  the  margin,  but 
not  at  the  heart  of  the  enterprise.  Most 
reductions  would  cause  a  storm  of  protest 
that  would  distract  administrators  and 
bring  unwelcome  attention.  Most  colleges 
value  peace  over  efficiency." 

Providers  ensconced  in  an  ivory  tower 
may  find  cost-cutting  rather  beneath 
them.  But  Mark  Yudof,  chancellor  of  the 
University  of  Texas  System,  argues  that 
higher  education  shouldn't  be  above  the 
reach  of  the  bean  counters.  "There's  no 
activity  of  humankind  that  can't  be  sub- 
jected to  accountability  or  efficiencies,"  he 
says.  "The  fact  that  you  can't  measure 
everything  [on  campus]  doesn't  mean  you 


shouldn't  measure  anything." 

What  helps  cover  for  the  lack  of  sharp 
pencils  is  the  torrent  of  money  flooding 
into  college  coffers.  Federal  grants,  tax 
credits  and  deductions,  and  government- 
subsidized  loans  have  soared  151%  over 
the  past  ten  years  after  inflation,  to  $94 
billion  last  year,  according  to  the  College 
Board.  This  "has  reduced  colleges'  desire 
to  save  any  money,"  says  Frederic  J. 
Fransen  of  the  Center  for  Excellence  in 
Higher  Education,  a  philanthropists' 
group  seeking  accountability  for  dona- 
tions. "The  incentives  are  all  wrong.  They 
are  geared  toward  the  revenue  side  and 
not  at  all  to  the  expense  side." 

College  presidents,  that  is,  get  paid  for 
fundraising,  not  for  cost-chopping.  And 
they  get  paid  very  well.  The  chart  on  page 
149  depicts  the  number  of  college  heads 
hauling  down  $500,000  or  more.  Even 
when  historical  salaries  are  adjusted  for 
inflation,  the  population  of  pampered 
presidents  is  on  a  steep  upward  curve. 

Here  is  a  very  small  but  very  telling 
contributor  to  the  cost  line:  lobbying. 
To  stay  on  Congress'  good  side,  higher- 
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education  institutions  spent  $602  million 
on  lobbying  over  the  last  ten  years, 
according  to  the  Center  for  Responsive 
Politics.  That  is  more  than  either  the  real 
estate  or  the  oil  and  gas  industries  spent. 
The  lobbying  paid  off  again  in  Septem- 
ber, when  President  Bush  signed  a  bill 


to  boost  financial  aid  by  $20  billion  over 
the  next  five  years.  The  measure — the 
biggest  jump  in  college  aid  since  the  GI 
Bill — raises  the  maximum  value  of  a  Pell 
Grant  by  $1,090  over  five  years,  to 
$5,400  in  2012.  It  also  cuts  in  half  the 
interest  rate  on  student  loans  awarded 


for  need  to  3.4%,  over  four  years. 

There's  a  long  history  of  legislation  that 
has  increased  student  aid  but  hasn't  reined 
in  tuition.  After  the  avalanche  of  federal 
subsidies  is  factored  in  (plus  colleges'  own 
aid  and  the  private  scholarships  that  students 
win),  the  price  that  students  pay  out  of 


More  than  250  years  of  uninterrupted  history 


The  Ivory  Tower 


pocket — called  the  net  tuition — still  rose  28% 
after  inflation  over  the  past  decade  at  public 
colleges  and  33%  at  private  ones,  the  College 
Board  says.  As  with  any  subsidy,  Congress 
approving  a  handout  is  a  signal  to  raise  prices 
and  capture  that  money,  leaving  the  intended 
beneficiary— college  students,  in  this  case- 


no  better  off.  The  handouts  "encourage 
colleges  to  raise  tuition,"  says  Representative 
Tom  Price,  a  Georgia  Republican.  "An 
increase  in  federal  monies  inadvertently 
subsidizes  increases  in  college  costs." 

In  the  end,  should  students  and  parents 
just  stop  fretting  over  the  high  cost  of 


elite  universities  and  instead  opt  for  a 
lower-priced  public  college?  Probably.  It 
turns  out  that  where  students  go  as 
undergraduates  doesn't  help  them 
earn  more  money  over  their  lifetimes, 
according  to  a  2002  study  by  Stacy  Dale, 
a  researcher  at  Mathematica  Policy 
Research  in  Princeton,  N.J.,  and  Alan 
Krueger,  a  Princeton  economics  and 
public  affairs  professor.  Their  study  looked 
at  14,238  full-time  workers  who  were 
freshmen  in  1976.  The  ones  who  were 
bright  enough  to  get  into  the  highest- 
ranked — but  usually  expensive — schools 
but  then  didn't  attend,  did  just  as  well  in 
their  careers  as  the  students  who  did 
matriculate  at  those  schools.  "What  we 
found  is  that  it  doesn't  matter  where  you 
went  to  school,  but  who  you  are,"  Dale 
says.  Someday  parents  and  students  may 
wake  up  to  this  reality  and  balk  at  the 
prices  being  charged  for  a  college  educa- 
tion. Until  then,  colleges  can  continue  to 
be  blase  about  costs.  F 
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 Cm  Game 


You  Can't  Keep 
A  Bad  Man  Down 


Mark  Roy  Anderson,  a  felon  and 
disbarred  lawyer,  is  under  multiple 
investigations  for  securities  fraud. 
Why  is  he  still  in  business? 

By  Christopher  Helman 


WHY  DID  LINDA  CONTRERAS  SUDDENLY 
resign  as  chief  executive  of  Terax 
Energy  and  Brighton  Oil  &  Gas  a  month 
after  signing  off  on  Sarbanes-Oxley 
certifications,  as  well  as  on  cheerful 
updates  to  shareholders?  Perhaps  because  of  her  youth  (age: 
26)  and  seeming  inexperience  (a  B.A.  in  poli  sci  from  UC, 
Berkeley).  Maybe  because  of  a  press  release,  issued  the  day 
after  she  quit,  conceding  that  Brighton  had  failed  to  close  on 
any  recently  announced  deals:  It  never  bought  three  drilling 
rigs  for  $3.6  million  last  October;  never  started  exploring 
the  42  wells  on  15,000  acres;  never  made  the  $12  million 
acquisition  in  March,  or  another,  slated  for  April.  In  sum, 
"The  company  currently  has  no  ongoing  operations." 

The  only  one  who  really  knows  is  Mark  Roy  Anderson,  53, 
the  majority  shareholder  of  both  of  these  publicly  traded 
(Bulletin  Board)  companies,  through  his  Camden  Holdings  of 
Beverly  Hills,  Calif.  But  Anderson,  a  disbarred  lawyer  who 
served  time  for  orchestrating  a  $50  million  real  estate  fraud, 
isn't  talking.  The  Securities  &  Exchange  Commission  has  filed 
a  civil  complaint.  Among  other  things,  the  agency  alleges  that 
Contreras  was  a  front  for  Anderson,  who  himself  used  Terax  to 
defraud  investors  out  of  $3.5  million.  "We  got  him  early,  before 
he  dumped  a  bunch  of  inflated  shares  on  the  market,"  says  SEC 
attorney  Kevin  Edmundson.  Criminal  prosecutors  are  watch- 
ing. The  FBI  and  the  U.S.  Attorney  for  the  Central  District  of 
California  have  been  investigating  him  since  2003  for  fraud  in 
another  pink-sheet-listed  company,  NuWay  Medical.  Phillip 
Offill  Jr.,  who  is  defending  both  Anderson  and  Contreras,  says 
his  clients  have  denied  "the  bulk"  of  the  SECs  charges. 

The  only  surprise  is  that  Anderson  is  still  in  business,  hold- 
ing big  blocks  of  shares  and  debt  in  small  energy  and  gaming 
ventures.  You  just  can't  keep  a  bad  man  down. 

Anderson's  story  can  be  pieced  together  from  a  long  stretch 
of  public  records.  As  a  young  lawyer  in  the  early  1980s  he  per- 
suaded 2,000  people  to  invest  $50  million  or  so  in  Marlin  Prop- 
erties, which  agreed  to  buy,  repair  and  sell  buildings  on  the 
National  Historic  Register  and  deliver  a  whirlwind  of  tax  bene- 
fits. Anderson  bought  a  few  properties,  including  the  Carnegie 
Mansion  in  Millbrook,  N.Y.  and  the  Los  Angeles  Union  Bank 
Building.  But  instead  of  restoring  them  he  stripped  valuable 
period  fixtures  and  abandoned  the  buildings.  Investors  got 
zilch,  according  to  Thomas  Coleman,  a  court-appointed 
receiver,  who  in  1986  accompanied  police  officers  storming 
Marlins  office.  "Anderson  was  stunned,"  Coleman  recalls.  "We 
talked  for  45  minutes  and  I  got  no  true  answers,  so  I  had  him 


150      FORBES      NOVEMBER  12,  2007 


FINANCIAL  ASSESSMENT:  PRIMROSE  SCHOOL  FRANCHISING  COMPANY 


NOT  ALL  GROWTH 
CAN  BE  MEASURED  IN 
DOLLARS  AND  CENTS. 


NET  INCOME  REVENUE  DISCOVERY 


Innovative  childcare  requires  an  equally  innovative  approach  to  business. 

So  when  Primrose  Schools  wanted  to  expand  their  revolutionary  franchise 
of  preschools,  they  came  to  CIT  Small  Business  Lending.  We  became  their 
strategic  partner  and  offered  creative  financial  solutions  and  advice 
that  matched  their  vision  and  evolving  needs.  Our  industry  relationships  and 
expertise  were  instrumental  in  the  successful  sale  of  Primrose  last  year.  Thanks 
to  CIT,  Primrose  now  offers  its  progressive  teaching  methodology  at  over  150 
preschools  across  America.  CIT  Small  Business  Lending  has  become  the 
#1  SBA  lender  in  the  U.S.  by  spotting  potential  and  forging  partnerships  just 
like  this  one.  To  find  out  more,  visit  cit.com.  capital  redefined 


CiT 


CORPORATE  FINANCE  TRADE  FINANCE  TRANSPORTATION  FINANCE  VENDOR  FINANCE 

>?''2007  CIT  Group  Inc.,  the  CIT  logo,  and  "Capital  Redefined"  are  service  marks  or  registered  service  marks  of  CIT  Group  Inc. 


CONSUMER  FINANCE 


Con  Game 


escorted  off  the  premises."  In  1991  Ander- 
son was  convicted  of  mail  fraud.  The  U.S. 
District  Court  sentenced  him  to  seven  years 
in  prison  and  ordered  him  to  pay  $500,000. 

After  jail,  Anderson  didn't  resurface 
until  a  May  2005  annual  report  from  pip 
squeak  NuWay  Medical.  It  noted  that  hed 
been  in  control  of  the  company  from  2002, 
when  he  bought  1  million  shares  for 
$250,000,  until  early  2003.  NuWay  had  been 
developing  medical  software  and  owned 
Latin  American  casinos,  a  unit  called 
Worlds  Best  Rated  Cigars  and  oil  and  gas 
leases.  Soon,  says  the  company,  Anderson 
pushed  NuWay  into  deals  with  companies 
he  controlled,  in  some  cases  obscuring  his 
control.  Two  of  his  affiliates  garnered  20%- 
plus  of  NuWay  shares  in  exchange  for  some 


medical  technology  and  a  marketing  data- 
base that  proved  worthless. 

Then  Anderson  dismembered  the  com- 
pany, selling  the  casinos  and  oil  operations 
to  other  entities  he  controlled.  A  former 
associate  borrowed  against  his  house  to 
keep  NuWay  (now  known  as  Biolargo) 
afloat  and  bought  out  Andersons  stake  for 
$900,000.  Filings  from  the  company,  which 
is  cooperating  with  the  feds,  say  that  Ander- 
son made  many  false  representations  about 
just  who  ran  what.  A  grand  jury  looked  at 
the  case,  but  no  charges  against  him  have 
yet  been  filed. 

Since  dumping  NuWay  Anderson  has 
been  busy,  fust  what  happened  at  Brighton 
is  still  being  sorted  out.  Investors  pushed  up 
the  share  price  from  5  cents  to  20  cents  after 
Contreras  left.  "Maybe  they're  just  gratified 
that  they're  not  being  lied  to  anymore,"  says 
Brighton's  new  chief,  Charles  Stidham. 

We  know  more  about  alleged  shenani- 
gans at  Terax.  Anderson  got  control,  says 
the  SEC,  by  persuading  investors  in  another 
company  to  swap  their  shares,  then  issued 
fraudulent  press  releases  to  drive  up  Terax 
stock— it  jumped  from  20  cents  in  May  to 
$4.88  in  June— before  he  and  his  affiliated 
entities  sold  their  shares.  It's  unclear  how 


much  he  made  or  where  the  money  went. 

The  scheme,  say  the  feds,  worked  like 
this.  Anderson  set  up  a  private  company 
called  Westar  Oil,  purported  to  be  involved 
in  oil' and  gas  production,  and  sought  pri- 
vately to  raise  $5  million.  In  late  2006 
Anderson  allegedly  agreed  to  give  Dallas 
real  estate  broker  DeWitt  Knox  200,000 
shares  of  Westar  if  he  could  round  up 
$1  million  from  "friends  and  family."  By 
Mar.  30  Knox  delivered  the  money.  Ander- 
son flooded  investors  with  enthusiastic 
e-mails,  says  the  SEC,  claiming  Westar  was 
drilling  a  well  in  a  "huge  play"  in  Railroad 
Valley,  Nev,  where  it  supposedly  had  26,000 
acres.  But  Westar  wasn't  drilling  anything, 
says  the  SEC;  it  had  no  property  in  Railroad 
Valley  and  had  never  reported  any  oil  or  gas 


production  to  state  or  federal  agencies. 

To  keep  investor  suspicions  at  bay,  says 
the  SEC,  Anderson  first  wrote  that  a  planned 
public  offering  had  been  delayed — then 
decided  to  turn  Westar  into  a  public  com- 
pany via  a  reverse  merger  with  Terax.  In  a 
May  1,  2007  release,  then -boss  Contreras 
announced  that  Terax  had  agreed  to  sell 
55%  of  its  shares  to  Westar  for  2 1  cents  a 
share,  about  $500,000.  She  did  not  disclose 
that  she  worked  for  Anderson,  who  con- 
trolled Terax.  He,  for  his  part,  told  Westar 
shareholders  they  could  soon  exchange 
their  private  shares,  which  he  valued  at 
$24.50  each,  for  publicly  traded  shares  of 
Terax,  which  he  claimed  were  worth  $6.75. 

Trouble  was,  Terax  was  then  trading 
around  $1.50.  So,  on  June  8  Anderson  sent 
a  press  release  claiming  an  extension  on 
leases  for  oil  and  gas  acreage  in  Erath 
County,  Tex. — and  boasting  that  Terax 
within  30  days  expected  to  be  pulling  in 
$750,000  a  month  in  profit  from  six  wells. 
Trading  volume  in  Terax  jumped  from 
6,950  shares  the  day  before  the  announce- 
ment to  1.35  million  shares.  The  stock 
closed  that  day  at  $2.65,  up  70%. 

But  Anderson  apparendy  kept  a  few  key 
details  to  himself.  On  June  1,  the  SEC  alleges, 


the  owner  of  the  land  said  he  was  terminat- 
ing the  leases  and  locking  Terax  out  of  the 
well  sites  because  it  hadn't  paid  him  royal- 
ties on  the  $100,000  worth  of  oil  and  gas  it 
had  produced  in  the  first  half  of  the  year. 
On  June  6  the  county  court  appointed  a 
receiver  over  the  leases  because  Terax  cred- 
itors had  $3.6  million  in  liens  against  them, 
more  than  the  leases  were  worth.  (Ander- 
son's attorney  says  the  receivership  only 
concerned  one  section  of  the  leases  and  that 
Anderson's  press  release  referred  to  work  on 
additional  lands  Terax  hoped  to  acquire.) 

On  June  22  Anderson  issued  a  release 
stating  that  an  unnamed  New  York  lender  had 
agreed  to  underwrite  $  1 75  million  in  debt  for 
Westar.  Terax  stock  jumped  from  $2.83  to 
$4.02.  The  loan  never  came  through.  While 
Anderson  didn't  bother  to  clear  things  up,  Of- 
fill,  his  lawyer,  insists  that  "investors  haven't 
lost  any  money,  and  all  those  press  releases 
were  accurate  when  made." 

Really?  In  late  July  Anderson  an- 
nounced that  Terax  had  acquired  a  control- 
ling interest  in  Canadian  outfit  Truestar 
Petroleum.  Another  lie,  says  the  SEC;  Terax 
never  bought  the  company.  Instead,  Ander- 
son allegedly  opened  an  account  with  a 
Canadian  broker,  ordered  it  to  acquire 
Truestar  shares,  sent  the  broker  a  $2  million 
check — then  stopped  payment  on  it.  The 
broker  liquidated  the  position.  "Westar  did 
acquire  the  ownership  of  Truestar,"  Offill 
contends.  "The  broker  dealer  breached  its 
agreements  regarding  such  purchase." 

The  SEC  filed  its  civil  complaint  on 
Sept.  12,  prompting  a  federal  judge  in  Dal- 
las to  freeze  the  assets  of  both  Anderson 
and  Contreras.  The  complaint  alleges  that 
she  registered  with  the  SEC  to  issue  500,000 
shares  of  Terax  to  Westar  but,  instead, 
distributed  those  shares  to  Camden  and  a 
trust  held  in  the  name  of  Anderson's  wife, 
Jennie  Santamaria.  That  trust,  the  SEC  con- 
tends, is  also  the  beneficiary  of  some  stock 
sales,  including  $41,000  in  profits  from 
opportunistic  trades  in  Terax  last  May. 

Around  the  same  time  Anderson  was 
soliciting  investments  for  Westar,  he  bought 
a  restaurant  in  his  wife's  name.  A  casual- 
chic  Italian  joint  called  Forte,  it's  on  Wilshire 
Boulevard,  near  Rodeo  Drive  and  just 
around  the  corner  from  his  office.  If  the  SEC 
proves  its  case,  the  restaurant  might  be  the 
only  thing  Anderson  gets  to  keep.  F 


"We  got  him  early,  before  he  dumped 
a  bunch  of  inflated  shares  on  the 
market/'  says  an  SEC  attorney. 
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Networks 


Juicing  the  System 

With  a  flood  of  renewable-energy  supplies  coming  online,  it's  time  for 
the  electricity  grid  to  get  smart  By  Daniel  Fisher 


£  N  A  YEARLONG  TRIAL  RUN  THAT  ENDED 
K  in  the  spring,  200  or  so  homes  on 
Washington's  Olympic  Peninsula  engaged 
in  a  daily  bidding  war  for  electricity.  It  was  a 
sort  of  robotic  Ebay  auction  in  which  the 
thermostat  in  one  house,  say,  bid  against  the 
clothes  dryer  in  another  for  scarce  electrons. 
The  loser  would  turn  off  and  wait  for  prices 
to  drop  before  jumping  back  onto  the  grid. 
Engineers  at  the  federally  funded  Pacific 
Northwest  National  Laboratory  showed  that 
by  equipping  appliances  and  thermostats  with 
a  few  cheap  microchips  and  Internet 
connections,  they  could  cut  peak  demand  by 
as  much  as  50%.  That's  a  big  number,  because 
8%  to  12%  of  peak  demand  for  power 
capacity  comes  during  the  busiest  1%  of  hours. 
Most  of  the  extra  supply  comes  from 
inefficient  gas-turbine  generators. 

Such  an  experiment  would  have  been 
sci-fi  a  few  years  ago.  But  ubiquitous  silicon 
and  broadband  have  suddenly  made  such 
second-by-second  tinkering  with  demand 
possible,  and  the  idea  of  upgrading  the 


century-old  electric  grid  to  make  it  more 
efficient  isn't  so  crazy  anymore. 

CenterPoint  Energy  of  Houston,  for 
example,  plans  to  install  2  million  Internet- 
capable  electric  meters  over  the  next  five  years. 
The  utility  likes  the  $120  devices:  They 
eliminate  the  need  for  meter  readers  and 
contain  wireless  chips  that  communicate 
with  Internet-enabled  appliances  in  the  home, 
letting  consumers  use  a  simple  Web-based 
program,  say,  to  raise  the  air-conditioning 
thermostat  when  electricity  prices  rise  or  turn 
on  the  dishwasher  in  the  middle  of  the  night 
when  prices  are  low.  "We're  on  the  threshold 
of  being  able  to  digitize  the  system,"  says 
Thomas  Standish,  the  head  of  regulated 
operations  at  CenterPoint  The  grid  "is  one 
of  the  last  things  that  can  be  completely 
transformed  by  this  technology!' 

That  won't  happen  overnight.  One  of  the 
biggest  and  oldest  networks  around,  the  U.S. 
electric  grid  seems  hopelessly  stuck  between 
the  19th  and  21st  centuries.  It's  broken  up 
for  historical  and  regulatory  reasons  into  8 


regional  transmission  systems  and  some  130 
smaller  "control  areas."  While  many  systems 
are  computerized,  grid  operators  at  the 
higher  levels  still  communicate  largely  by 
phone  and  fax.  Hundreds  of  thousands  of 
switches  and  circuit  breakers  must  be 
operated  manually,  and  the  main  trans- 
mission lines  have  little  instrumentation 
to  monitor  the  second-by-second  flow  of 
electricity  from  unpredictable  new  sources 
like  windmills.  "If  Thomas  Edison  came 
back  to  life,  he'd  recognize  our  electric  util- 
ity system  immediately — and  that's  not  a 
good  thing,"  says  Jesse  Berst,  publisher  of 
Smartgridnews.com,  in  Redmond,  Wash. 

Each  year  U.S.  electric  utilities  waste 
tens  of  billions  of  cubic  feet  of  natural  gas  on 
"spinning  reserves,"  for  example,  generators 
that  are  running  below  top  efficiency  so 
they  can  supply  electricity  on  a  moment's 
notice.  From  5%  to  20%  of  capacity  is  in 
reserve  at  any  given  time. 

The  problem  of  matching  supply  and 
demand  will  worsen  as  utilities  increase  the 


Flattening  the  Peaks  

With  a  combination  of  cheap  microchips  and  wireless  transmitters,  utilities  can  reduce  electricity  demand  at  peak  periods  by  as 
much  as  50%  by  using  "smart"  meters  that  can  tell  nonessential  appliances  to  turn  off  during  hours  when  electricity  use  spikes. 
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HUMAN  CAPITAL  MANAGEMENT: 
What  the  C-Suite  Needs  to  Know  About  Technology 


HRMS  Buoyed  by  New  Technologies 


SOA,  XML,  SaaS  — assuming  you  are  not  an  IT  guru,  do 
you  really  need  to  know  the  latest  technology  buzzwords? 
More  importantly,  will  technology  help  human  resources? 


Naomi  Bloom  thinks  so.  Bloom, 
managing  partner  at  Bloom  and 
Wallace  consultancy,  points  to 
companies  like  Amazon  and  Google  that 
use  a  suite  of  new  technologies  to  add  capa- 
bilities on  a  regular  basis  without  disrupting 
existing  users. 

"Think  LEGO*  toy  blocks  and  the  nearly 
infinite,  reusable  configurations  that  are 
possible,  and  you'll  understand  a  lot  about 
object  models,  Web  services,  object  databases 
and  XML,"  Bloom  says. 

Dave  Duffleld,  who  co-founded  PeopleSoft 
(now  part  of  Oracle  Corp.),  is  betting  these 
technologies  are  so  significant  that  they'll 
allow  his  new  company,  Workday,  to  beat 
vendors  of  exsisting  large  human  resource 
management  systems  (HRMS).  Workday  is 
built  from  the  ground  up  to  take  advantage  of 
the  latest  advances. 

"The  problem  we  are  trying  to  solve  is 
that  existing  HRMSs  are  hard  to  change 
and  hard  to  integrate,"  says  Stan  Swete, 
lichief  technology  officer  of  Workday. 

The  new  technology  and  programming 
techniques  should  make  changing  an 
HRMS  dramatically  faster. 

"For  example,  changing  the  organizational 
structure  in  the  software  to  match  real 
changes  in  the  organization  typically  takes 
jweeks.  With  new  technology,  an  empowered 
user  can  do  it  in  hours,"  Swete  says. 

Integration  of  software  is  another  big 
advantage  to  businesses.  In  a  large  company, 
the  HRMS  can  be  linked  to  30  or  40  differ- 
ent systems.  XML  is  a  standardized  way  of 


labeling  data  that  takes  many  of  the 
headaches  out  of  integration.  Not  only  does  it 
save  money,  it  makes  it  easier  for  a  company 
to  pick  the  individual  human  resources  appli- 
cations it  wants  rather  than  having  to  buy  an 
integrated  solution  from  one  vendor. 

Another  avenue  of  progress  is  SaaS  — 
software  as  a  service.  The  core  idea  is  that 


organizations  rent  access  to  software  from 
vendors,  rather  than  installing  software  on 
their  own  servers. 

To  the  average  HR  manager,  SaaS  may 
sound  a  lot  like  the  old  application  service 
provider  (ASP)  model.  There  are  big  dif- 
ferences, however,  according  to  Linda 
Miller,  senior  vice  president  of  marketing 
communications  for  Ultimate  Software, 
based  in  Weston,  Fla. 

"With  ASPs,  each  customer  typically  had 
its  own  dedicated  server  or  set  of  servers  and 
its  own  version  of  the  software  loaded  on 
the  server,"  Miller  says.  "The  data  from 


"IHRIM  continues  to  be  a  conference  that  delivers  great  information,  great  forum 
networking  and  is  an  event  I  look  forward  to  each  year!"   2007  Conference  attendee 
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Register  today  and  make  plans  to 
join  your  friends  and  colleagues  for: 

The  latest  information  about  issues  that  face  the 
HR  and  HR  systems  profession 

A  top  quality  conference  educational  curriculum 
and  pre-conf  erence  courses 
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innovative  products  and  services 

Networking  opportunities  with  peers 
m  around  the  world 
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Whe  data  from  multiple  SaaS  customers  can  reside 
on  one  server  or  set  of  servers,  a  model  the  industry 
calls  multi-tenancy.  It's  a  model  that  introduces 
savings  that  didn 't  exist  with  an  ASP. " 


Linda  Miller,  Senior  Vice  President  of  Marketing  Communications,  Ultimate  Software 
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Mercer  also  has  a  strong  market 
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nies. These  clients  benefit  from  our 
expertise  in  working  with  large 
multinationals  and  from  our  expe- 
rience with  smaller  but  rapidly 
growing  companies  that  seek 
best  practices  in  order  to  gain  a 
competitive  advantage. 

Mercer's  unmatched  global 
network  ensures  integrated 
worldwide  solutions  for  clients 
who  wish  to  establish  global  policies 
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local  cultural,  legal  and  regulatory 
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professionals  are  also  available  to 
address  country-specific  issues 
and  opportunities. 
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multiple  SaaS  customers  can  reside  on  one 
server  or  set  of  servers,  a  model  the  industry 
calls  multi-tenancy.  It's  a  model  that  intro- 
duces savings  that  didn't  exist  with  an  ASP." 

Multi-tenancy  enables  systems  that  are 
faster,  cheaper  and  more  reliable.  However, 
to  get  there,  Ultimate  Software  had  to 
rewrite  its  system  completely  using  the  new 
technologies  and  optimize  it  for  delivery 
over  the  Internet. 

The  business  verdict  on  Ultimate 
Software's  shift  to  SaaS  is  good.  According 
to  Miller,  clients  on  SaaS  have  a  99% 
customer-retention  rate,  and  80%  of  new 
customers  are  choosing  the  SaaS  model  over 
an  in-house  installation. 

Like  Ultimate  Software,  Workday  uses 
the  SaaS  model. 

"With  SaaS,  we  can  be  sure  that  all  the 
clients  are  running  on  the  latest  version  of 
the  software  and  that  all  the  patches  are 
installed  correctly,"  Swete  says.  "This  means 
fewer  problems  and  better  support." 

With  SaaS,  organizations  don't  pay  for  hard- 
ware and  an  IT  team;  these  costs  are  borne  by 
the  vendors,  who  can  do  so  cost-effectively 
because  of  economies  of  scale.  Ultimate 
Software,  for  example,  spreads  costs  across  the 
hundreds  of  clients  on  its  server  farm. 

The  maturing  of  a  suite  of  new  tech- 
nologies is  good  news  for  HR,  experts  say, 
because  it  improves  HR's  ability  to  support 
business  goals.  I 
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You  can  freeze  your  company's  retirement  plans,  but  you  can't 
freeze  your  financial  responsibilities.. .or  your  employees'  plans  to  retire. 
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You  wish  there  were  one  company  that  could  help  you  manage  risk,  control  financial  volatility,  make 
the  right  investment  choices  and  simplify  administration,  all  while  keeping  your  employees  motivated. 
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supply  of  green  energy  under  mandates  like 
California's,  which  requires  20%  renewable 
electricity  by  2010.  Windmills,  for  instance, 
are  unpredictable  and  must  be  paired  with 
gas  turbines  that  can  be  throttled  up  when 
gusts  die  down.  Utilities  need  as  much  as  1 
megawatt  of  spinning  reserves  for  every  2 
megawatts  of  wind  power,  says  Douglas 
Houseman  with  CapGemini,  a  Paris  consul- 
tancy. To  supply  the  extra  juice,  utilities  turn 
on  inefficient  single-cycle  gas  turbines,  which 
turn  25%  of  the  fuels  energy  into  electricity, 
as  opposed  to  45%  for  combined-cycle  plants 
that  use  turbine  exhaust  to  make  steam  to  run 
a  second  generator. 

The  ideal  solution  is  to  counter  fluctu- 
ations in  wind  power  by  changing  demand, 
as  in  the  Washington  experiment,  but  its  a 
big  job.  Houseman  estimates  the  average 


home  uses  about  3  kilowatts  of  electricity  at 
peak  hours;  General  Electrics  most  popu- 
lar windmills  generate  3  megawatts.  "You've 
got  to  pick  1,000  homes  to  turn  everything 
off  in — or  10,000  homes  to  turn  something 
off  in — to  counter  one  windmill,"  he  says. 

As  the  industry  shifts  from  large  central 
plants  to  a  diverse  collection  of  windmills 
and  biogas  generators,  managing  the  com- 
plex balance  of  supply  and  demand  will 
require  fat  communications  pipes  and  com- 
plex calculations.  Luckily,  the  utility  indus- 
try needs  to  upgrade  large  portions  of  its 
transmission  system.  CapGemini  estimates 
that  North  American  utilities  will  spend 
$500  billion  over  the  next  15  years  replac- 
ing aging  wires,  transformers,  electric 
meters  and  poles.  It's  an  ideal  time  to  add 
compact  instruments,  Internet  links  and 
automated  switches  to  control  the  flow  of 
electricity.  "The  longer  we  wait,  the  more 
we're  going  to  spend,"  says  Houseman,  who 
worked  his  way  up  from  lineman  to  chief 
operating  officer  of  a  small  utility. 

Houston  may  set  an  example  for  other 
U.S.  utilities  as  it  rolls  out  one  of  the  most 
ambitious  upgrades  yet.  CenterPoint's 
network  was  engineered  by  IBM  and  runs  on 
open-source  software,  meaning  anybody 
can  access  the  underlying  code  to  develop 


new  products  to  ride  on  the  communications 
system  CenterPoint  is  building. 

Going  to  open  source  was  a  big  step 
for  Itron  of  Liberty  Lake,  Wash.,  which  con- 
trols approximately  60%  of  the  electric 
meter  market  and  until  four  years  ago.was 
committed  to  protecting  itself  with  pro- 
prietary technology.  The  change  came  as 
Itron's  research  group  in  Paris  realized  it 
could  exploit  inexpensive  new  wireless 
chips  and  open-source  software  to  create  a 
so-called  mesh  network  of  electric  meters 
that  passed  information  among  themselves, 
like  firemen  in  a  bucket  brigade,  instead  of 
relying  on  expensive  and  less  reliable  indi- 
vidual connections  to  the  Internet. 

The  meters  CenterPoint  is  installing 
store  billing  information  and  upload  it  three 
times  a  day  to  nearby  radio  receivers  that  are 


connected  to  computers  via  broadband  over 
power  lines.  They  also  have  wireless  chips  that 
will  use  the  ZigBee  standard,  a  sort  of 
longer-range  version  of  Bluetooth,  to 
communicate  with  a  future  generation  of 
wireless  appliances  and  thermostats.  Mean- 
time, IBM  executive  Allan  Schurr  expects 
retailers  like  Home  Depot  eventually  to 
stock  simple  ZigBee  devices  that  look  like 
lamp  timers  and  can  turn  energy-hogging 
appliances  on  and  off  according  to  commands 
that  consumers  send  over  the  Web. 

CenterPoint  figures  the  project  will  cost 
$550  million  or  so,  which  it  will  recover  from 
customers  if  regulators  approve  a  charge 
of  $2.50  a  month  over  the  next  12  years. 
Consumers  could  save  several  times  that 
much  if  the  system  cuts  peak  energy  de- 
mand, however,  since  prices  at  peak  hours 
are  set  by  the  least  efficient,  most  expensive 
generators  on  the  grid.  As  communications 
networks  become  more  widespread,  utilities 
will  be  able  to  balance  flow  by  harnessing 
everything  from  solar  panels  to  back-yard 
generators  in  order  to  supply  electricity  when 
and  where  it's  needed.  This  country  has  an 
estimated  220  gigawatts  of  what  you  might 
call  amateur  power:  emergency  generators, 
industrial  fuel  cells  and  other  user-owned 
power  plants,  compared  with  1,000  or  so 


gigawatts  of  central  station  capacity.  Only 
1%  of  the  amateur  power  is  connected  to 
the  grid  now,  but  Portland  General  Electric 
in  Oregon  has  hooked  up  21  large  customers 
with  43  megawatts  of  generating  power  that 
can  be  turned  on  electronically  and  supplied 
to  the  grid. 

Factoring  in  the  software  and  systems  to 
control  all  those  units,  utilities  would  spend 
$75  to  $150  per  kilowatt  of  generating 
capacity,  says  Steve  W  Pullins,  an  analyst  with 
consultants  Horizon  Energy  Group  in 
Maryville,  Tenn.,  versus  $1,000  or  more  for 
peaker  plants  that  can  be  turned  on  rapidly 
to  supply  peak  loads.  "But  instead  of  25 
generating  assets  in  your  portfolio,  now 
you're  looking  at  25,000,"  Pullins  says.  "Our 
traditional,  older  control  systems  aren't 
capable  of  handling  it." 

There  are  other  barriers  to  transform- 
ing the  grid  across  America.  GE,  which 
supplies  the  National  Grid  operator  in  the 
U.K.,  would  dearly  love  to  outfit  the  US. 
network  with  control  software  and  thou- 
sands of  sensors  to  report  voltage  and 
other  information  on  a  second-by-second 
basis.  That  way  grid  operators  could,  say, 
automatically  lower  the  cost  of  transmit- 
ting power  from  a  region  with  excess  to 
capacity  to  one  with  a  shortage,  instead  of 
letting  the  problem  fester  until  the  peaker 
plants  turn  on  and  phone  calls  and  faxes 
fly.  But  utilities  and  regulators  alike  protect 
their  markets  and  are  unlikely  to  support 
any  such  national  electricity  authority. 

Another  big  problem  is  safety.  Networks 
are  riddled  with  circuit  breakers  that  prevent 
electricity  from  flowing  backward  to  the 
substation  when  voltage  drops — the  moment 
when  utilities  need  solar  cells  and  basement 
battery  packs  to  support  the  grid  Those 
systems  are  designed  to  protect  utility 
workers  when  they're  fixing  supposedly  dead 
lines,  but  will  vastly  complicate  the  job  of 
achieving  distributed  generation. 

And  programs  to  cut  household  demand 
almost  certainly  require  price  changes  by  the 
hour,  if  not  the  minute.  That  could  spark  a 
political  backlash  as  consumers  see  that  a 
kilowatt  at  6  p.m.  costs  five  or  ten  times  as 
much  as  one  at  4  a.m.  A  colorful  Web-based 
program  showing  them  exactly  how  much 
they're  saving  by  running  their  dishwasher 
at  night  would  make  the  change  more 
appealing.  F 


The  U.S.  has  roughly  220  gigawatts  of 
what  you  might  calfamateur  power. 
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WHOEVER  THOUGHT  A  BOND  FUND  WOULD 
SOUND  LIKE  A  GROOVY  IDEA. 


Build  a  better  portfolio™  with  Franklin  Templeton  bond  funds 


FIXED 
INCOME 
FUNDS 


In  your  peak  earning  years,  bond  funds  can 
be  critical  to  your  investment  mix.  Adding 
I  fixed  income  funds  to  an  equity  portfolio 
may  help  reduce  the  impact  of  stock  market  volatility 
and  may  potentially  provide  steadier  returns  over  time. 

As  a  leading  bond  fund  manager  for  over  35  years, 
Franklin  Templeton  has  specialized  expertise  in  all  fixed 
income  sectors,  including  tax-free,  global  and  high-yield. 

For  information  on  how  Franklin  Templeton  bond 
funds  can  help  you  build  a  better  portfolio,  see  your 
financial  advisor,  call  1-800-FRANKLIN  or  visit 
franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


Strong  Performance  vs.  Peers 

Upper  Total  Return  Rankingst-S/SI/O? 

'ercentage  of  fixed  income  funds  in  top  two  quartiles 
of  Lipper  Peer  Group  (Class  A) 


1-year: 

92% 

3-year: 

89% 

5-year: 

98% 

You  should  carefully  consider  a  fund's  investment  goals,  risks,  charges  and  expenses 
before  investing.  You'll  find  this  and  other  information  in  the  fund's  prospectus,  which 
you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus  carefully  before 
investing.  Past  performance  does  not  guarantee  future  results. 

Bond  prices  generally  move  in  the  opposite  direction  of  interest  rates.  As  the  prices  of  bonds  in  a 
fund  adjust  to  a  rise  in  interest  rates,  the  fund's  share  price  may  decline, 
t  Source:  Lipper,  Inc.  Figures  do  not  include  sales  charges  and  are  for  Class  A  shares  only.  Of  the 
eligible  Franklin  Templeton  non-money  market  fixed  income  funds  tracked  by  Lipper,  32.  32,  38 
and  34  funds  ranked  in  the  top  quartile;  14, 10,  5  and  7  ranked  in  the  second  quartile;  3,  4, 1  and 
0  ranked  in  the  third  quartile;  and  1, 1, 0  and  1  ranked  in  the  fourth  quartile  of  their  respective  Lipper 
peer  groups  for  the  1-,  3-,  5-  and  10-year  periods,  respectively,  for  cumulative  total  return. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


10-year: 


98% 


YOU  ALL  DESERVE  A 


si D I N G  "0 


it 


These  Guvs  .ire 


>qiCCU5PLIT 


J^AA   Alll/l   Avodart   ^NAH  amoeeswm 

Canon  9&£|y'  c^w^schwab  cj^£,  (fca$$b 


BUIC 

G  O  L 


•SSSSe"    A  DELTA 


(tadalafilW 


■I 


SPORTS 


Forbes  CD   humana  rum  telitwen  C 

j.  ui  ucj  golf  digest  ^3^/  Jwindows  *  DOo.s  *m 

mmmiim  JOHN  L 


fi22*  LendfgTree 


♦    MITSUBISHI   PI  Nationwide 
ELECTRIC  LJ 


ULTRA. 
I 


On  Vour  Side ' 


NO  RW  CGI  AN  CRUISE  UNt 


OUTBACK 

STEAKHOUSE- 


I  MB 

££S£Bpy  BH5B  f^c^ousC^®  roi 

5T  W  1.  wireiMAGE 


Associates 
°  TlFFANY&Co.  TRAVELERS? 


Healthier  employees.  Higher  productivity. 
A  plan  you  can  afford.  No,  you're  not  dreaming. 

Lumenos  consumer-directed  health  plans  are  specially  designed  to  help 
improve  the  health  of  small  business  employees. 

By  combining  preventative  care  with  traditional  coverage  and  health 
savings  accounts  that  members  oversee  themselves,  Lumenos  plans 
offer  employees  a  better  way  to  manage  their  health/With  features  like 
personal  health  coaches  and  online  tools  that  help  members  save  on 
prescriptions  and  better  understand  treatment.  And  financial  rewards 
for  employees  who  make  an  effort  to  improve  their  health.  Plus,  all 
preventative  care  services  are  covered  100%,  so  employees  are  more 
likely  to  see  their  doctors.  By  encouraging  employees  to  take  a  proactive 
role  in  their  health,  Lumenos  provides  a  higher  quality  of  care,  at  a 
cost  small  business  can  afford. 


Find  out  more  at  bluecrossca.com  or  call  your  Blue  Cross  agent. 
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Use  your  MasterCard  BusinessCard'  and  you'll  save  money  at  all 
our  participating  merchants,  like  hotels,  restaurants,  airlines  and 
car  rental  places.  There  are  no  rebate  forms  to  fill  out.  The  savings 
show  up  automatically  on  your  monthly  statement.  So  go  ahead,  get 
the  convertible  with  the  GPS  and  make  your  client  meeting  on  time 
and  in  style.  Just  register  your  card  at  mastercardeasysavings.com. 


MtarCard*  Easy  Savings'"  Cardholder  Terms  &  Conditions:  Cardholder  must  be  enrolled  in  the  MastwCard   basy  .avmqs    P-oqram  Payment  %  must  be  made  at  participating  merchant  locations 

only  an  eligible  MasterCard*  card  issued  by  a  U.S.  bank.  PIN-based  debit  transactions  are  not  eligible.  Participating  merchants  and  rebate  qjnrs  subject  to  change.  Restrictions  apply  Go  to 
/w  mastercardeasysavings.com  or  call  1-800-251-3448  for  more  details.  Avis  Offer  Details:  Offer  valid  on  total  car  rental  charges  from  all  Avis  corporate  owned  and  participating  franchisee/licensee 

5  rental  locations.  For  a  complete  list  of  participating  Avis  locations,  visit  www.mastercardeasysavings.com. 
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Breguet  Boutique.  779  Madison  Avenue,  New  York.  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive.  Beverly  Hills.  (310)  860-9911 
Breguet  Boutiques  -  Geneva  -  Paris  -  Cannes  -  Tokyo  -  Dubai  -  Vienna  -  London  -  Seoul  -  www  breguet  com 


Weill  t  to  keep  in  touch 
with  my  friends  and  family 
without  getting  a  call 
from  the  CFO. 


FREE 

HIGH-SPEED 
INTERNET 
& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?®  Do  you  want  to  chat  up  old 
friends  and  current  business  associates  or  leisurely  surf  the  web? 
Join  the  Wyndham  ByRequest"  program  and  enjoy  extras  like  free 
long  distance  and  high-speed  Internet. 

1.800 WYNDHAM  wyndham.com 


WYNDHAM 
I  HOTELS  AND 
RESORTS 


Wyndham  ByRequest'  benefits  are  available  at  participating  Wyndham  properties  and  are  subject  to  certain  restrictions.  For  a  complete  list  of  terms  and  conditions,  visit  wyndham.com. 


Tivoli  Audio®  Music  System  shown  in  Beige/Walnut:  $599.99  as  shown.  Other  finishes  available  for  slightly  more. 


10  reasons  why  the  Tivoli  Audio  Music  System  is 
Exactly  what  an  all-in-one  system  should  be." 


Design:  We  use  hand-built  wood  cabinets  where  others  are 
content  with  plastic. "Nothing  looks  better."  (GQ-Best 
Stuff  of  the  Year) 

Sound:  The  Music  System  delivers  full  stereo  sound-  including 
a  SpacePhase"'  wide  mode-from  two  integrated  speakers  and 
a  down-firing,  magnetically  shielded,  powered  subwoofer. 

Tuning:  The  Tivoli  Audio  Music  System's  FM  tuner  gets  more 
stations  than  anything  we  know. 

Engineering:  Designed  and  engineered  by  Torn  DeVesto 
and  Tivoli's  internationally  acclaimed  engineering  and  product 
development  team,  the  sound  of  the  music  Music  System  is 
in  a  class  of  its  own. 

Looks:  The  hand-built  wood  cabinet  is  available  in  your  choice 
of  six  finishes. 

Remote  Control:  A  compact,  easy-to-use  remote  is  included. 

Clock  Radio:  Functions  include  two  independent  alarm  clocks, 
sleep  timer  and  snooze  controls.  You  can  wake  to  FM,  AM  or 
the  CD  player. 


(Wired -Editors  Pick,  Best  of  TEST) 

iPod:  The  Music  System,  like  all  Tivoli  Audio  products,  is 
compatible  with  iPod  and  any  other  MP3  player. 

Tivoli  Audio  Ease  of  Use:  The  Music  System,  like  all  Tivoli 
Audio  products,  is  user-friendly.  We  keep  our  sophisticated 
audio  tricks  hidden  inside.  "A  cinch  to  operate." 
(Wired- Editors  Pick) 

There  is  no  shortage  of  lesser  alternatives.  Get  the  good  stereo. 
Tivoli  Audio  Music  System 

Digital  AM/FM/CD  Hi-Fi  System:  $599.99  as  shown. 

ORDER  TODAY.  30  DAY  RISK-FREE 
TRIAL  WITH  FREE  DELIVERY. 

Visit  musicsystem.tableradio.com  or  phone  us  toll-free 
1.888.848.6546.  Enter  code  EX1117  for  free  delivery. 

Financing  available.  As  low  as  $99.00/month  with 
no  interest  or  down  payment  required.** 


Enter  Coupon  Code  EX1117  at  checkout  for  free  UPS  Ground  Shipping  Expires  01/01/08. 

'30  Day  risk-free  tnal  begins  from  date  of  purchase.  Buyer  responsible  for  return  shipping  costs.  "Offer  available  to  qualified 
customers-see  musicsystem.tableradio.com  for  details.  Sales  tax  where  applicable  not  included.  Offer  expires  01/01/08. 
©2007  Tivoli  Audio,  die  Tivoli  Audio  logo  and  SpacePhase  are  trademarks  of  Tivoli  Audio.  LLC.  iPod  is  a  registered  trademark 
of  Apple  Computer.  Inc  .  registered  in  the  U.S.  and  other  countries. 


Tivoli  Audio 

The  Original  Radio  Company. 


BEACHES  &  SHORES 


MOUNTAINS  &  TRAILS 


GOLF  &  LEISURE 


METROPOLITAN  : 


Ultimate  Resort®  Luxury  Destination  Clubs  is  a  private  club  offering  flexible  access  to  a 
growing  portfolio  of  spectacular  residences  in  25  resort  and  metropolitan  locations 
throughout  the  U.S.,  Mexico,  Europe  and  the  Caribbean.  These  beautifully  appointed 
homes  provide  memorable  settings  for  family  vacations,  romantic  getaways  and 
corporate  retreats  and  incentives,  and  all  are  yours  for  the  choosing  when  you  join 
Jltimate  Resort.  It's  the  Ultimate  way  to  bring  family  and  friends  together. 


ULTIMATE 
RESORT® 


LUXURY  DESTINATION  CLUBS 


Unique  offer  for  American  Express®  Cardmembers! 


loin  Ultimate  Resort  using  your  enrolled  American  Express  Card,  and  earn  double 
Membership  Rewards®  points*  for  every  dollar  spent  on  your  club  membership  fee 
and  annual  dues.  To  learn  more  about  this  offer  and  club  membership,  call  a 
Membership  Director  at  877.955.1900  or  visit  UltimateResort.com/metro. 


BONUS2 


2  M 

EXPRESS 

Cfl 


Jltimate  Resort,  LLC,  is  registered  with  the  State  of  Florida  as  a  Seller  of  Travel.  Registration  No.  ST364I3.  'Offer  valid  8/1/07  through  12/31/07.  To  be  eligible  to 
>arn  bonus  points,  you  must  be  enrolled  in  the  Membership  Rewards  program  ("Program")  at  the  time  of  purchase.  You  must  charge  your  purchase  on  an  eligible, 
enrolled  American  Express  Card.  Offer  excludes  additional  nights  and  concierge  services.  Bonus  points  will  be  credited  to  your  Program  account  within  6-8  weeks 
ifter  charges  appear  on  your  billing  statement  Individual  terms  and  conditions,  as  well  as  annual  Program  fees,  apply  for  certain  Card  products.  For  more 
nformation  on  the  Membership  Rewards  program,  visit  americanexpress.com/rewards  or  call  I -800-AXP-EARN.  Bonus  ID-5467. 


Agriculture.  Corporate  culture. 
And  every  kind  of  business  in  between 


L/oes  your  business  need  a  great  east  (       .  .  welcome  lo  oudoun 

just  25  miles  from  Washington,  D.C.  and  the  home  to  Washington  Dulles  International  Airport.  Getting 
here  is  easy.  Just  hop  on  any  of  the  20  daily  flights  from  San  Francisco.  A  lot  of  smart  people  are  here,  from  savvy 
vintners  to  entrepreneurial  CEOs,  and  there  are  plenty  of  reasons  why.  Access  to  the  federal  government,  connections 
to  technology  giants  like  AOL,  Verizon  Business,  Orbital  Sciences  and  the  world-renowned  Howard  Hughes  Medical  Institute 
Janelia  Farm  Research  Carrtpus.  Miles  and  miles  of  high-speed  fiber-optic  technology,  seven  historic  towns  and  some  of 
America's  most  gorgeous  J^rse  country.  We  know  you  love  San  Francisco.  And  for  similar  reasons,  we  think  you'll  love 
Loudoun  too.  To  learn  more,  please  visit  chooseloudoun.com  or  better  yet,  to  arrange  a  tour  of  Loudoun,  call  1.800.loudoun 


THE 
BCA 

2007 


When  it  comes  to  believing  in 
the  power  of  the  arts  to  inspire 
leadership,  creativity  and  success, 
the  best  companies  supporting 
the  arts  are  all  on  the  same  page. 

And  we're  happy  to  honor  them. 


IDEAS  MAKE  BUSW*5* 


THE  BCA  TEN:  Best  Companies 
Supporting  the  Arts  in  America 

presented  by 

Business  Committee  for  the  Arts,  Inc. 
and  FORBES  Magazine 

The  Boeing  Company 
The  Boldt  Company 
Deutsche  Bank 
Gibson  Guitar  Corp. 
Masco  Corporation 
McQuiddy  Printing  Company 
QUALCOMM  Incorporated 
Shell  Exploration  &  Production  Company 
Shugoll  Research 
The  Travelers  Companies,  Inc. 

BCA  HALL  OF  FAME 
Time  Warner  Inc. 

BCA  LEADERSHIP  AWARD 
Henry  W.  Bloch,  H&R  Block,  Inc. 

For  a  list  of  previous  honorees  and  to  nominate  for  2008,  www.bcainc.org/thebcaten.html 


Presenting  Sponsors: 

Deutsche  Bank,  The  First  American  Corporation,  Morgan  Stanley,  Principal  Financial  Group,  Thomas  P.  Putnam,  Target 


1* 


BCA 

Bringing  business  and  the  arts  together 
www.bcainc.org 


Forbes 

CAPITALIST  TOOL 


Media 
Sponsor 


TODAY 

usatoday.com 


■  N  A  PROCESSING  PLANT  IN  QINGDAO 
I  on  Chinas  northern  coast,  scores  of 
I  workers  pair  off  to  remove  the  head 
I  and  guts  of  Alaskan  pollock.  Dressed 
Hi  in  white  overalls,  hooded  and  gloved, 
they  fillet  25  tons  of  fish  a  day,  doing  spot 
inspections  for  worms  or  parasites  before 
the  catch  is  frozen  and  shipped  to  stores 
and  restaurants  domestically  and  abroad. 

This  is  just  one  of  20  such  Chinese 
plants  run  by  Pacific  Andes  International 
Holdings.  A  Hong  Kong  company  con- 
trolled by  the  Malaysian  Ng  family,  Pacific 
Andes  is  the  largest  fish  fillet  producer 
globally  by  volume.  As  per  capita  fish  con- 
sumption in  China  quintupled  between 
1983  and  2003,  the  fortunes  of 
emerging  Asia's  fish  industry — 
Pacific  Andes  foremost — have 
risen  apace.  Last  year  the  com- 
pany netted  $40  million  on  rev- 
enue of  $  1 .08  billion,  a  tripling  in 
sales  since  2001. 

A  lot  of  those  fillets  are 
exported.  Today  China  accounts  for 
about  half  of  Pacific  Andes  sales,  with 
Europe  and  North  America  combined  at 
40%.  Westerners  stew  about  ChL  tese  quality 
control,  at  least  when  they  read  headlines 


Blue  Waters 

Gray  Areas 

China  and  the  world  have  grown  hungrier  for 
fish.  Pacific  Andes  and  the  Ng  family  are  charting 
a  course  to  be  lead  suppliers.  Not  everyone  has 
been  pleased  |  By  Megha  Bahree 


about  toothpaste  and  toys,  but 
they  keep  buying.  Its  hard  to  beat 
the  prices.  The  Ng  family  has  also 
overcome  allegations  that  some 
of  the  fish  they  pack  was  caught 
illegally. 

Ng  Joo  Siang,  48,  the 
eldest  of  six  siblings,  today 
leads  Pacific  Andes,  in  which 
the  family  has  a  51%  stake.  The  entity's 
China  Fishery  Group  subsidiary  is  the 
second-largest  catch-and-freeze  seafood 
company  in  Asia,  after  Japan's  Nippon 


Suisan  Kaisha,  and  is  gaining  on  the 
Japanese  company. 

The  Ngs  left  Malaysia  for  Singapore  in 
1963  when  Joo  Siang  was  4  years  old.  Ng 
Swee  Hong,  his  father,  amalgamated 
interests  that  ranged  from  trading  rice  and 
other. commodities  and  chartering  out 
cargo  vessels  to  running  a  shrimp  and  fish 
business  in  Taiwan.  He  also  dabbled  in 
real  estate. 

After  graduating  from  Louisiana  State 
University  in  1980  with  a  degree  in 
international  trade  and  finance,  Joo  Siang 
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Allianz  is  ready  to  help  yoi 


Allianz  is  ready  to  help  you  find  t 
the  world  that  help  you  reach  your  goals.  Reliable  insurance  products  to  protect  you 
property.  And  dependable  retirement  plans  to  help  you  look  forward  to  anything  but  wc 
As  a  leading  Fortune  Global  500*  company,  Allianz  gives  you  the  confidence  you  need, 
whatever  your  moment,  www.allianz.com/confident 

Allianz.  Financial  solutions  from  A-Z 


NSURANCE  |  ASSET  MANAGEMENT  |  BANKING 


Allianz  ® 


Allianz  is  a  registered  trademark  of  Allianz  SE,  Germany.  Allianz  SE  is  the  parent  company  of  entities  around  the  world  such  as  ACF,  Allianz  Global 
Investors  and  Dresdner  Bank.  The  range  of  services  in  different  markets  may  vary.  ©2007  Allianz  SE  ,  ,  . 


Pacific  Andes 


joined  as  his  father's  right-hand  man. 
However,  a  series  of  corporate  bankrupt- 
cies in  Singapore  sent  the  stock  and  real 
estate  markets  crashing  in  the  early  1980s, 
and  the  Ng  family  found  itself  wiped 
out — in  fact,  $30  million  in  debt. 

"I  was  overwhelmed  with  creditors," 
recalls  Joo  Siang  over  coffee  in  his 
modest  office  in  Qingdao,  which  he  visits 
at  least  twice  a  month.  The  family  sold 
everything,  including  the  young  man's 
brand-new  Mercedes,  and  moved  to 
Hong  Kong  in  1985.  They  soon  activated 
the  shell  of  Pacific  Andes. 

In  its  early  life  the  company  imported 
fish  from  India,  Pakistan  and  South 
America  and  sold  it  to  Taiwan.  This  was 
the  germ  of  what  became  its  global  fishing 
business.  Pacific  Andes  took  on  exporting 
shrimp  to  the  U.S.  and  U.K.  from  Taiwan 
and  China.  "When  we  moved  to  Hong 
Kong  we  didn't  want  to  reveal  our  back- 
ground to  anyone  there,"  says  Joo  Siang. 
"We  kept  ourselves  quiet.  We  wanted  to 
make  money  and  have  the  breathing  space 
[from  creditors]."  The  debts  were  finally 
cleared  in  1992. 

By  then  his  father  was  becoming  less 
involved  in  daily  operations,  although  he 
would  remain  as  chairman  until  his  death 
last  year  (Swee  Hong's  wife  now  holds  the 
title).  Joo  Siang  realized  that  despite  a  few 


good  years,  shrimp  couldn't  be 
the  company  mainstay,  espe- 
cially since  Taiwan- flagged  ves- 
sels faced  restrictions  in  certain 
fishing  grounds.  He  also  saw 
that  rising  incomes  in  China 
meant  an  increase  in  seafood 
consumption  there. 

But  catching  overfished 
varieties  such  as  cod  is  an 
expensive  proposition.  So,  at  first  using 
contract  Russian  trawlers,  Joo  Siang  went 
looking  for  his  company's  growth  in  under- 
utilized species.  In  1991  Pacific  Andes 
zeroed  in  on  the  Alaskan  pollock.  The  fish, 
which  gives  firm,  bone-free  fillets,  had 
been  overlooked  and  undermarketed. 
Because  of  its  abundance,  the  Russians 
used  it  for  fish  meal  and  feedstock.  Joo 
Siang  decided  to  bring  it  into  China.  This 
was  also  the  time  when  fisheries  had 
collapsed  in  Newfoundland,  signaling  a 
crisis  in  cod.  Since  the  Alaskan  pollock  is 
a  relative  of  the  cod,  similar  in  texture  and 
taste,  it  was  a  natural  substitute.  Good  call: 
The  price  has  shot  up  from  $240  per  ton  in 
the  early  1990s  to  $1,300  per  ton  today. 

Pacific  Andes  also  targeted  the  U.S. 
market,  offering  fast-food  chains  and 
wholesalers  credit  terms.  Within  a  year  it 
had  its  hands  on  25%  of  the  import 
market  for  Alaskan  pollock. 


Ng  Joo  Siang  and  late 
father,  Ng  Swee  Hong 


To  get  the  fish,  Pacific 
Andes  would  advance  its 
Russian  suppliers  money  to 
cover  expenses  for  fuel,  ves- 
sels and  fishing  equipment, 
thus  cementing  relationships 
with  a  fleet  hit  hard  by  the  col- 
lapse of  the  Soviet  Union.  In 
return,  the  Russians  offered 
Pacific  Andes  their  catch  at  a 
cheaper  rate. 

But  such  fleet  financing 
was  expensive  as  repairs  for 
each  vessel  cost  $3  million  to 
$4  million,  and  company  rev- 
enues were  hovering  around 
$60  million  then.  So  in  1994 
Pacific  Andes  listed  on  the 
Hong  Kong  Exchange,  and  in 
1996  an  arm  that  handles 
storage,  distribution  and 
trade  had  an  offering  in  Sin- 
gapore. "We  chose  to  list  in 
Singapore  because  we  wanted 
to  announce  to  everyone  that 
we  were  back,"  Joo  Siang  says. 

Then  came  the  Asian 
financial  crisis,  and  lenders 
began  recalling  loans.  By 
mid- 1998  the  company  was 
left  with  only  7  of  its  26  banks. 
"Everyone  was  worried  about 
the  future,"  recalls  Joo  Siang. 
The  company  streamlined.  It  reduced  its 
40  species  of  fish  to  5.  "We  decided  to 
follow  the  80:20  rule.  We  also  decided 
to  fish  with  two  legs — one  in  China  and 
one  in  export." 

Squeezing  the  most  out  of  available 
resources  comes  naturally  to  Joo  Siang,  he 
says.  On  his  frequent  business  trips  he  buys 
a  coach  ticket  if  the  flight  is  shorter  than  six 
hours  (it  no  doubt  helps  that  he  usually  gets 
upgraded),  and  he  travels  on  weekends.  "I 
think  the  weekday  should  be  spent  in  the 
office,  at  work,"  he  says. 

This  attention  to  cost  led  to  a  produc- 
tion insight.  In  the  early  1990s,  when 
Pacific  Andes  began  filleting  operations 
in  Qingdao's  Shandong  Province,  the 
company  realized  that  it  could  capitalize 
even  further  on  low-cost  labor  in  China. 
It  switched  its  skinning  routine  from 
machines  to  humans.  Hand  processing 
turns  two-thirds  of  the  weight  of  the  fish 
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Parifie  Andes 

into  fillets;  machine  processing  yields 
only  half. 

Pacific  Andes  looks  for  cheap  long 
leases  on  its  factories,  and  in  China  such 
fixed  assets  are  easy  to  come  by.  "Our 
philosophy  is  if  we  can  rent,  we  don't  buy, 
and  if  we  can  buy,  we  don't  build,"  says 
Joo  Siang. 

The  company  returned  to  profitability 
by  2000,  but  it  soon  got  into  a  different 
kind  of  trouble:  In  a  world  where  three- 
quarters  of  sea  fish  varieties  are  consid- 
ered to  be  fully  fished  or  depleted,  illicit 
operators  use  subterfuge  to  exceed  catch 
limits.  The  early  Pacific  Andes  business 
model — in  which  it  supplied  capital  to 
boat  owners  in  return  for  some  of  their 
catch — left  it  too  close  to  fishermen  who 
crossed  the  line. 

In  2002  the  Australian  navy  appre- 
hended two  long-liners  fishing  for  tooth- 
fish  (sea  bass)  without  licenses  in  the 
Southern  Ocean.  Investigators  found 
that,  in  all,  13  boats  with  alphabetically 
sequenced  names  had  coordinated  activ- 
ities at  sea,  including  transshipment  of 
fish,  refueling,  and  changing  of  crew  and 
provisions,  to  evade  boat-specific  limits 
on  catch.  Documentation  found  on  board 
and  interrogations  pointed  to  a  group  of 
companies  (including  Pacific  Andes) 
established,  controlled  and  managed  out 
of  Hong  Kong  by  Ng  Swee  Hong  and 
business  associates. 

According  to  a  report  by  the  Coali- 
tion of  Legal  Toothfish  Operators,  an 
industry  group  out  of  Perth,  Pacific 
Andes  was  disguising  the  origin  of  the 
fish  and  fish  products  from  these  illegal 
operations  through  its  processing, 
distribution  and  trading  arrangements. 
A  years  haul  of  26,000  tons  of  toothfish 
was  then  worth  at  least  $200  million 
wholesale. 

In  2003  the  same  Australian  trade 
group  tied  Pacific  Andes  to  several 
deep-sea  fishing  vessel  owners  from  Spain, 
known  as  the  Galician  syndicate,  and 
accused  the  company  of  helping  process 
and  distribute  illegally  caught  toothfish. 
Then  in  2005  a  Greenpeace  report  accused 
the  company  of  encouraging  bottom 
trawling,  a  powerful  fishing  method  that 
damages  ocean  ecosystems,  with  its 
purchase  agreements. 


Some  of  these  and  later  episodes  have 
been  brought  before  the  35-nation  Con- 
vention on  the  Conservation  of  Antarctic 
Marine  Living  Resources.  More  recently, 
with  the  reappearance  of  four  of  the  same 
alphabet  boats  in  Australian  waters,  critics 
are  focusing  on  the  relationship  between 
Pacific  Andes  and  the  vessels'  owner, 
state-owned  China  National  Fisheries 
Corp.  An  arm  of  the  latter  held  a  stake  in  a 
subsidiary  of  Pacific  Andes.  In  none  of 
these  instances,  however,  is  there  public 
record  of  any  punishment  imposed  on 
Pacific  Andes,  which  with  its  business 
model  until  recendy  owned  no  boats. 

At  a  reporter's  mention  of  illicit 
catches,  Joo  Siang,  whose  conversation  is 
otherwise  given  to  genial  joshing  with  a 
big  laugh,  becomes  impatient,  his  foot 
tapping  restlessly.  "The  vessels  were 
poaching. . . .  But  we  don't  own  the  vessels. 
There  was  no  proof  that  we  were  buying 
the  fish,"  he  says  of  the  2002-03  cases. 
"The  allegation  came  to  us  because  we 
were  too  dominant  in  the  industry.  . . .  We 
are  now  very  careful  in  choosing  our  part- 
ners. Then  we  worked  with  anyone  and 
gave  them  support  to  repair  vessels,  for 


fuel  and  crew.  Today  we  screen  our  suppli- 
ers and  won't  work  with  anyone  that  has  a 
record  of  illegal  fishing." 

Of  the  Greenpeace  complaint,  Joo 
Siang  at  first  joked,  "The  whole  world  will 
have  to  be  vegetarian  if  we  listen  too  much 
to  the  green  groups."  When  pressed  later, 
he  insists  that  Pacific  Andes  adheres  to 
sustainable  fishing  practices. 

Pacific  Andes  last  year  appointed 
Deloitte  &  Touche  to  audit  its  fish  intake 
and  verify,  each  quarter,  that  all  purchases 
are  accompanied  by  proper  paperwork. 
Also,  the  company  has  changed  its  busi- 
ness model  and  now  has  34  vessels  of  its 
own  (in  addition  to  chartering  23  super- 
trawlers).  The  Chinese  government  sold 
its  stake  in  the  Pacific  Andes  subsidiary 
last  year.  "Probably  we  were  not  careful, 
we  were  not  smart  [before],"  he  sighs. 

Meantime,  the  business  expansion 
proceeds.  Pacific  Andes  spent  $180  mil- 
lion in  Peru  in  the  last  ten  months  on  six 
factories,  one  canning  plant  and  a  fishing 
fleet  of  34  boats.  Joo  Siang  wants  to  mar- 
ket the  Peruvian  anchovy  as  canned  sar- 
dines. Also  on  the  list:  the  abundant 
Chilean  jack  mackerel  in  the  southern 
Pacific  Ocean,  for  human  consumption 
in  Africa,  and  Antarctic  krill,  for  fish  oil 
and  fishmeal. 

In  China,  Pacific  Andes  is  construct- 
ing a  3.5-million-square-foot  processing 
complex  in  Hongdao,  near  Qingdao.  The 
$85  million  factory,  equal  to  ten  existing 
ones,  will  employ  up  to  13,000  and  will 
have  the  biggest  single-floor  cool  room 
in  China.  The  company  plans  to  pump  in 
seawater  and  use  that  for  cleaning  the  fish 
in  the  initial  stages.  It  has  also  started 
measuring  the  carbon  footprint  of  each 
factory.  Such  gestures  may  not  placate  the 
Greenpeaces  of  the  world. 

The  company  is  also  seeking  to  be  clean 
on  the  processing  front.  It  has  managed  to 
avoid  the  recent  tainted-food  scandals 
emerging  from  China,  thanks  to  a  separate 
laboratory  business  it  owns,  Sino  Analytica. 
The  lab  tests  fish  for  microbes  and  heavy 
metals. 

"We've  done  a  lot  of  hand  washing  in 
the  last  22  years,"  says  Joo  Siang.  "People 
say  we've  been  very  successful.  . . .  We're  a 
close  family  business,  and  I  don't  feel  we're 
entided  to  [success] — as  yet."  F 
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Your  changing  business  is  connected  to  a  wide  variety  of  computing  devices 

is  connected  to  new  threats  that  attack  those  devices 
is  connected  to  the  power  of  one  comprehensive,  integrated  solution 

to  manage  their  security. 


ymantec  Endpoint  Protection.  The  next  generation  of  security  from  the  leader  in  antivirus. 

ew  threats  require  new  means  of  protection.  Antivirus  alone  is  no  longer  enough.  That's  why  we've  combined  our 
oven  security  and  advanced  threat  prevention  technologies  with  our  Network  Access  Control  capabilities  in  a  single 
lent,  managed  by  a  single  console.  Now  you  can  have  maximum  security  in  a  smaller,  less  intrusive  product  that 
akes  it  easier  for  you  to  help  protect  every  endpoint  in  your  company.  Visit  symantec.com/sep 


Confidence  in  a  connected  world. 


Symantec, 


i 

I  Makers  f  Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

Room  at  the  Inn 


The  hotel  industry  has  been  riding  high  with  surging  occupancy  and  room 
rentals.  Let's  face  it,  though:  Lodging  is  a  cyclical  sector.  But  the  nations  largest 
hotelier,  Marriott  International  (41,  MAR),  is  in  a  strong  position  because  it 
doesn't  own  hotel  rooms.  Instead,  it  manages  252,000  of  them — that  is,  it  hires 
the  bellhops  and  so  on — and  also  lends  out  its  brand  names  and  reservation 
system  to  the  operators  of  another  253,000  rooms.  A  significant  fraction  of  its  fee  income 
is  safe  even  when  guests  become  scarce. 

That's  why  Marriott  did  far  better  than  rivals  in  the  lodging  slump  brought  on  by 
the  Sept.  1 1  attacks.  Competitors  Hilton  (soon  to  be  taken  over  by  Blackstone  Group) 
and  Starwood  have  only  recently  started  shifting  to  such  a  strategy.  "Marriott  does  a 
good  job  of  creating  earnings  using  other  people's  money,"  says  Rod  Petrik,  lodging 
analyst  at  Stifel  Nicolaus. 

With  2,900  hotels  under  its  high-end  Ritz-Carlton,  the  utilitarian  Courtyard  and 
14  other  brands,  the  company  is  benefiting  from  rapid  growth  in  India  and  China.  The 
company's  worldwide  pipeline  of  hotels  under  construction,  awaiting  conversion  or 
approval  for  development,  totals  115,000  rooms— one-fifth  of  its  current  room  total. 
Next  year  50%  of  the  new  full-service  rooms  it  will  manage  will  be  international.  In 
China,  where  the  company  currendy  operates  30  properties,  it  will  triple  the  size  of  its 
portfolio  over  the  next  six  years. 

For  2007's  first  nine  months  Marriott  racked  up  solid  growth,  with  revenue  per 
available  room  advancing  6.4%.  Net  income  saw  a  very  nice  boost  of  34%  to  $520  mil- 
lion, partly  because  of  one-time  gains  from  selling  remaining  properties. 

Marriott  trades  at  23  times  trailing  earnings.  Starwood's  price/earnings  ratio  is  21, 
and  Hilton's  (because  of  the  takeover)  is  33.  —Carrie  Coolidge 
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In  a  cashless  society  VERIFONE  (45,  PAY 

may  be  a  smart  stock  to 
own.  This  maker  of 
electronic-payment  ter- 
minals is  everywhere. 
Plans  to  install  termi- 
nals in  taxis  sparked 
(unsuccessful)  legal 
challenges  from  cash- 
tip-loving  cabbies  in 
New  York  and  Philadelphia. 

VeriFone's  hardware  is  sold  in  China 
Russia,  India  and  Brazil,  says  Wedbusl 
Morgan  analyst  Gil  Luria.  A  series  o 
acquisitions  has  eaten  into  its  earnings 
Regardless,  the  stock  has  continued  t< 
inch  up  and  now  has  an  astronomical  P/l 
of  114.  VeriFone's  revenues  for  the  firs 
three  quarters  of  this  fiscal  year  (througl 
July)  are  up  57%,  to  $666  million.  One 
earnings  spring  back,  the  multiple  shouk 
fall  to  52  next  year,  Luria  says.  Its  growd 
makes  this  palatable.     — Asher  Hawkin 


Farmed  Out 


Stock  price 


Outsourcing  kingpin  HEWITT  ASSOCIATES  (36 

HEW)  has  benefited  from  a  growing  corporafc 
trend  For  the  first  three  fiscal  quarter 
(ended  in  June)  it  swung  back  to  profitabil 
ity.  Restructuring-related  writedowns  had  lec 
to  red  ink  the  year  before.  The  stock  is  up  409 
in  the  last  12  months. 

But  problems  lurk, 
says  Zacks  Equity's  Steven 
Ralston.  Benefits  out- 
sourcing, Hewitt's  largest 
business,  has  had  a  slight 
revenue  drop.  Mean- 
while, the  firm  is  invest- 
ing in  new,  higher-mar- 
gin services  to  keep  the  momentum  going 
among  them  "business  process  outsourcing 
meaning  recruiting,  payroll  and  relocatioi 
services  for  clients.  Last  quarter  the  nev 
business  line  lost  $38  million  before  inter 
est  and  taxes.  The  whole  company  mad 
only  $72  million.  In  an  economic  slowdowi 
some  corporate  clients  might  run  to  Hewit 
but  odds  are  many  more  will  simpl 
retrench.  Short  the  stock. 

—David  Armstron 
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Protection.  It  is  more  than  personal  -  it  is  a  duty  to  care  for  the  ones 
we  love. 

But  we  cannot  always  be  there.  In  an  imperfect  world,  we  need  to 
•  protect  ourselves  and  our  families  regardless  of  our  personal 
schedules. 

With  the  TASER®  C2,  you  can  have  police  proven,  effective 
protection  that  is  convenient  to  carry  and  easy  to  use. 


Available  at  leading  sporting  arms  dealers  and: 


 PROTECT  LIFE 

SPORTS+OUT  DOORS^   &&&&  OGANDEIW 


Over  270,000  law  enforcement  professionals  have  come  to  rely  on 
TASER  devices  to  protect  life.  Protect  your  life  and  those  you  love 
with  professional  grade  technology  starting  at  only  $299.95. 

The  TASER  C2  is  available  at  leading  stores,  buy  online  at 
www.iTASER.com/FB3or  by  phone  at  1.888.827.3788.  Receive  free 
shipping  with  coupon  code  "FB3". 


Portfolio  Strategy 


PUT  SOME 
MONEY  IN 
JAPAN 


ACADEMICS  SAY  THAT  THE  STOCK  MARKET  IS 
random — that  there  is  no  pattern  to  price  move- 
ments. Now  take  a  look  at  the  chart,  which  plots  a 
foreign  exchange  rate  along  with  a  price  index  for 
the  global  stock  market.  Random?  Not  a  chance. 
This  year  these  two  price  series  have  marched  almost  in  lockstep. 

When  the  euro  appreciates  against  the  yen,  stocks  tend  to  do 
well.  When  the  euro  falls,  stocks  tend  to  do  badly.  The  correlation 
between  daily  changes  in  closing  price  in  the  two  price  series  is 
0.93,  on  a  scale  where  1.0  would  tell  you  that  one  change  is  always 
a  fixed  multiple  of  the  other.  The  stock  price  used  here  is  the 
Morgan  Stanley  World  Index,  which  tracks  1,869  stocks  in  the 
worlds  developed  markets. 

What's  going  on?  The  connection  starts  with  the  weak 
Japanese  economy.  To  give  it  a  spark,  the  Japanese  central  bank  keeps 
interest  rates  extremely  low.  These  low  rates  have  not  inspired  the 
Japanese  to  put  capital  into  either  machinery  or  houses.  Instead, 
the  capital  is  being  swept  abroad.  Speculators  in  Europe  and  North 
America  borrow  in  yen  at  those  low  rates,  convert  the  yen  into  euros 
and  other  currencies,  and  invest  in  higher-yielding  assets  elsewhere. 
This  is  called  the  yen  carry  trade. 

The  borrowed  Japanese  money  buys  gold,  stocks,  bonds,  you 
name  it.  But  the  net  flow  of  capital  is,  ultimately,  heavily  into 
stocks.  On  days  when  the  process  moves  in  the  forward  direc- 
tion, the  euro  is  bid  up,  the  yen  is  bid  down,  and  stocks  in  the 
U.S.,  Europe  and  Australia  are  bid  up. 

I  expect  this  flow  of  capital  to  continue.  But  what  if  it  went 
into  reverse?  What  if  the  Bank  of  Japan  suddenly  raised  short- 
term  interest  rates,  choking  off  the  yen  carry  trade?  Then  folks 
would  sell  stocks  globally.  They  would  sell 
euros,  Aussie  dollars  and  U.S.  dollars  in 
order  to  buy  yen  and  repay  the  loans.  That 


Ken  Fisher 


would  send  capital  flooding  back  into  Japan — making  Japanese 
stocks  strong  relative  to  all  else. 

It  is  noteworthy  that,  in  two  corrections  this  year  (starting  in 
February  and  July),  Japanese  stocks  outperformed.  They  also  out- 
performed when  the  Bank  of  Japan  twice  raised  rates  a  hair. 
Overnight  money  in  Tokyo  is  now  priced  at  0.5%. 

Again,  I  expect  the  flow  of  capital  out  of  Japan  to  continue, 
and  I  remain  very  bullish  about  non-Japanese  stocks.  Right  now 
you  should  be  particularly  heavy  in  emerging  markets,  in 
Germany,  in  energy,  industrials  and  materials.  But  a  smart 
investor  hedges  his  bets.  To  hedge  against  the  possibility  that  yen 
carry  trades  reverse,  you  should  also  have  money  in  Japanese 
stocks.  At  the  moment  I  have  12%  in  Japan  versus  the  world's 
weighting  of  10%.  Here  are  some  you  should  consider. 

Nippon  Telegraph  &  Telephone  (23,  NTT)  is  dominant  in 
landlines,  wireless  and  Internet.  The  stock  is  cheap  at  70%  of  rev- 
enue, 35  times  earnings  for  the  year  that  ended  last  March  and  1 3 
times  likely  earnings  for  fiscal  2008. 

TDK  Corp.  (85,  TDK)  is  buying  back  its  own  stock  and  taking 
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over  other  firms.  TDK's  core  business  is  magnetic  components  for 
electronic  memories,  a  tough  field — but  it  grows  moderately, 
improving  earnings.  It  sells  at  1 .6  times  revenue,  which  is  cheap 
for  an  electronics  firm,  and  at  17  times  2008  earnings. 

NEC  (5,  NIPNY)  is  the  granddaddy  of  Japan's  tech  firms,  trading 
in  America  since  1963.  But  it's  in  trouble  now — just  got  delisted 
from  Nasdaq  for  failing  to  file  financials  on  a  timely  basis  tied  to 
very  complicated  revenue  recognition  rules.  Its  dilemma  is  your 
chance  to  buy  cheaply.  NEC  sells  at  20%  of  trailing  revenue  and  at 
ten  times  my  estimate  of  2008  earnings. 

Besides  beer,  Klrin  Brewery  (13,  KNBWY)  makes,  tea,  coffee, 
dairy  products  and  processed  meats.  It's  as  safe  a  Japanese  stock 
as  you'll  find  yet  should  be  responsive  to  a  Japanese  rally.  It  sells 
at  one  times  revenue  and  19  times  my  estimate  of  2008  earnings. 

Konami  Corp.  (29,  KNM)  sells  an  array  of  entertainment  prod- 
ucts and  services:  It  makes  videogames,  toys,  exercise  equipment 
and  systems  for  gambling,  and  it  runs  health  clubs.  It's  affordable 
at  17  times  2008  earnings. 

If  you  don't  want  to  fret  over  single  stocks,  just  buy  the  MSCI 
Japan  iShares  (14,  EWJ).  This  fixed  basket  of  354  stocks  has  a 
0.54%  expense  ratio.  F 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 
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ullet  proof  your  nest  egg! 

ick  in  14+%  yields  with  Energy  Trust  Bargains! 


7orbes  has  an  advisory  service  for  every 
/estor  seeking  refuge  from  stock  market  volatility, 

If  capital  preservation  and  maximum  income  are  primary  investment 
als,  you  may  already  have  discovered  the  market-defying  advantages  of... 

•  Investment  grade  and  high-yield  bonds 

•  Tax  advantaged  Preferreds  and  Dividend  stocks 

•  Canadian  Energy  Trusts  and  convertibles 

•  Current  yields  of  10%  and  more 

For  many  savvy  investors  these  low-risk  income  securities  are  the 
mor  that  protects  the  conservative  portion  of  a  portfolio. 

But  if  you  are  an  equity  investor  who's  feeling  whipsawed  by  market 
rmoil,  and  you  are  wondering  "what  now?"  . .  perhaps  it's  time  you 
nsider  putting  at  least  part  of  your  portfolio  into  income  securities. 

Are  you  going  to  continue  to  ride  the  stock  market  roller  coaster?  Or 
p  you  ready  for  the  certainty  that  your  capital  is... 

•  Safe  from  the  volatility  of  the  stock  market 

•  Earning  up  to  100%  greater  income  than  it  would 
from  stocks 

;  •  Positioned  to  grow  by  14%. .  .18%. .  .even  20%  or  more  a  year 
|  Now,  whether  you  know  a  preferred  from  a  convertible,  Forbes  has 
imed  up  with  the  leading  authority  on  income  securities  to  offer  you 
•pert  guidance. 


3  FREE  Bonus  Reports  When  You  Subscribe: 

•  "Top  3  Yield  Gushers  To  Fatten  Your  Wallet" 

•  "Insiders  Guide  to  Buy  ing  High  Yielding 
Preferreds  and  Trusts" 

•  "Richard Lehmann's  Income  Securities  Owners  Manual" 


s  NASDAQ  plummeted  40%  in  2000,  Richard 
ehmann's  portfolio  of  high-yield  bonds  actually 
ent  up  in  value  while  it  paid  13.25%  cash  income! 
1 2003,  Lehmann's  portfolio  had  a  total  return  of 
7.3%!  In  2004  and  2005,  he  beat  stocks  again. 
1 2006,  Lehmann's  relatively  safe  Medium 
isk  portfolio  returned  a  respectable  14.3%. 


Income  Securities  Investor  is  a  joint  effort  from  Forbes  and  Richard 
Lehmann  that  enables  you  to  match  income  securities  to  your 
risk/reward  goals.  Compared  to  the  volatile  stock  market,  all  of  our 
model  portfolios  are  a  safe  harbor,  even  if  you  maximize  your  income 
by  selecting  high-yield  bonds  or  preferreds  of  8%  and  higher. 

In  each  monthly  issue  you'll  find  9  specific  buy  recommendations, 
plus  holds,  sells  and  follow  up  information  you  need  to  execute  your 
own  program.  You  also  get  Richard's  "Pick  of  the  Month."  You'll  find 
detailed  reasons  for  every  recommendation  that  you  won't  get  from 
most  brokers  or  bond  funds.  Currently  Richard  is  taking  advantage  of 
the  juicy  15+%  yields  in  beaten  down  Canadian  Energy  Trusts. 

The  best  and  easiest  way  to  decide  if  income  securities  make  sense 
for  you  is  to  begin  your  subscription  to  get  our  3  Free  Reports.  If  not 
delighted,  you  can  cancel  and  we  will  send  a  full  refund  for  any  issues 
you  haven't  yet  received.  Even  if  you  cancel,  you  are  welcome  to  keep  the 
3  Special  Reports  with  our  compliments.  Right  now  we  are  offering 
Richard's  profitable  advice  for  just  $195  for  12  montly  issues  delivered 
online,  a  savings  of  more  than  $160  off  the  single  issue  cost.  Act  now,  mail 
the  coupon  below  or  subscribe  online  at 

www.forbesnewsletters.com/lehmann 


Forbes/Lehmann  Income  Securities  Investor 


In  turbulent  times  like  these,  income  securities  offer 
:| perous  returns  and  most  importantly  peace  of  mind.  You'll  have  all 
|:  information  you  need  to  get  started  when  you  subscribe  to 
|  'bes/Lehmann  Income  Securities  Investor. 

you're  interested  in  asset  protection  and  reliable 
come,  there's  no  belter  expert  than  Richard  Lehmann. 

Richard  Lehmann  has  been  a  recognized  authority  on  income  secu- 
es  for  more  than  30  years.  He  is  the  Fixed  Income  columnist  for 
rbes  Magazine.  He  is  frequently  quoted  in  the  Wall  Street  Journal 
r/vns,  Money  and  the  New  York  Times. 


□YES!  Please  start  my  annual  subscription  to  Forbes/Lehmann  Income 
Securities  Investor  and  reserve  a  one  year  online  subscription  (12 
monthly  issues)  in  my  name  at  the  money  saving  rate  of  $164  off  the 
single  copy  cost  Upon  receipt  of  payment,  you'll  also  send  me  copies  of 
the  3  bonus  reports.  If  I  am  not  delighted  I  can  cancel  at  any  time  and 
receive  a  full  refund  for  issues  that  have  not  been  delivered. 
□  Check  enclosed  for  $195  payable  to  Forbes/Lehmann 
Income  Securities  Investor 

□  Charge  my:  □  Visa  □  MasterCard  □  AmEx.  □  Diners  Club 

Card  Number  

Expiration  date  

Name  

Email  address  (required)  

Address  


City 
State 


Zip 


.  Telephone . 


MAIL  TO:  Subscription  Director,  Forbes  Newsletters,  90  Fifth  Avenue, 
4th  FL,  New  York,  N.Y  1001 1  or  fax  this  form  to:  212.367.3371  FNGM907 


Yes,  But  James  Grant 


PACIFIC 

OVERTURES 


GREAT  QUARTER,  GUYS!"  I  CHIRPED,  DOING  MY  BEST 
impression  of  a  brokerage  house  analyst  on  a 
conference  call,  "and  great  6  months  and  great  trailing 
12  months."  The  recipient  of  the  flowery  well  wishes — 
for  once,  well  deserved — was  David  J.  Winters, 
founder  and  portfolio  manager  of  the  Wintergreen  Fund. 

Winters  and  his  fund  starred  on  this  page  a  year  ago  (FORBES, 
Nov.  13,  2006).  He  was  44,  his  fund  only  one.  Here  was  a  strange 
turn  of  events,  I  observed:  An  established,  moneymaking  mutual 
fund  investor  had  quit  a  big  money  management  company, 
Franklin  Mutual  Advisers,  to  roll  his  own.  His  own  mutual  fund, 
that  is.  Youd  have  thought  Winters  would  start  a  hedge  fund. 

Certainly  he's  got  the  investment  record  a  hotshot  from 
Greenwich,  Conn,  would  envy:  up  an  annualized  22.7%  since 
inception,  versus  15.9%  for  the  S&P  500.  The  secret  of  his 
success?  Finding  terrific  companies  selling  for  less  than  they're 
worth.  Simplicity  itself. 

Actually  Winters  could  make  things  as  complicated  as  he 
chooses.  His  remit  is  the  world.  No  restrictions  in  his  charter  on 
where  or  how  to  invest.  He  can  buy  common  stocks  or  sell  them 
short;  he  can  invest  in  distressed  securities,  foreign  currencies  or 
restricted  securities.  Think  of  your  investment,  he  encouraged  his 
shareholders  in  the  first  Wintergreen  annual  report,  as  "the 
antithesis  of  an  index  fund."  Unhampered  and  unpigeonholed,  he 
added,  the  fund  can  be  "agnostic  with  respect  to  geography, 
market  capitalization,  sector  and  security  type." 

Winters  is,  in  most  ways,  the  archetypical  "Yes,  but"  investor. 
He  walks  in  the  way  of  Graham  and  Dodd.  He  does  his  own 
thinking.  And  he's  deeply  cynical  about  Wall  Street.  Yet  he's  as 
cheery  as  a  growth-stock  investor  when  the  Nasdaq  is  flying. 
"We're  delighted  with  the  way  things  have  gone,"  he  says,  "and  we 
think  there  are  tremendous  opportunities  out  there." 

He  mentions  a  long-established  and  faraway  conglomer- 
ate, Swire  Pacific  Ltd.  "It's  family  controlled,"  Winters  relates. 
"It's  essentially  a  Scottish  conglomerate  that's  Hong  Kong- 


based.  We  think  it  trades,  give  or  take,  at  a  35%  discount  to  net 
asset  value.  They've  been  consistent  buyers  of  their  own  stock. 
The  NAV  grows,  give  or  take,  10%  to  15%  [a  year]  over  time.  And 
they're  really  not  promotional  at  all.  They  make  no  effort  to 
encourage  people  to  be  enthusiastic  owners  of  their  stock,  which 
we  like." 

Swire  is  Hong  Kong-listed,  and  so  is  Shun  Tak,  which  owns  and 
develops  real  estate  in  Macau,  the  world's  number  one  gambling 
destination — that  is,  not  counting  the  Shanghai  stock  market.  Of 
course,  says  Winters,  not  only  are  they  not  making  any  more  real 
estate  in  Macau,  they're  also  not  reclaiming  much.  He  estimates  that 
Shun  Tak,  which  has  interests  in  hotels,  ferry  transport  and  invest- 
ment securities,  is  quoted  at  a  20%  discount  to  its  net  asset  value 
and  "it  could  be  much  bigger." 

Members  of  the  value-investing  tribe  generally  steer  clear  of 
China,  seeing  that  the  mainland  equities  markets  are  bubbling  as 
if  it  were  1999  again.  Winters  understands  the  argument  but 
likens  himself  to  the  conservative  merchants  who  sold  jeans  and 
shovels  to  the  prospectors  in  California  during  the  1849  gold 

rush.  "A  lot  of  our  companies 


Unhampered 
by  geographic 
or  style  rules, 
two-year-old 
Wintergreen 
Fund  has  found 
good  fortune 
in  Asia. 


capitalize  on  what's  going  on  [in 
China],"  he  says,  "but  are 
undervalued  as  opposed  to 
trading  at  100  times  earnings." 

Winters  admits  to  lighting 
up  a  cigar  now  and  then, 
though  not  to  chewing,  dipping 
or  cigarette- smoking.  So  it's  not 
because  he  uses  their  products 
that  he's  built  substantial 
positions  for  his  fund  in 
the  makers  and  marketers 
of  cigarettes:  Japan  Tobacco, 
Imperial  Tobacco  Group, 
Reynolds  American  and  Altria. 
Tobacco  companies  can  raise  their  prices  and  make  the 
increases  stick.  How  many  other  businesses  can  do  the  same? 

A  year  ago  Wintergreen  fund  held  25%  of  its  assets  in  cash. 
Who  knows?  Winters  then  reflected.  "We're  just  always  waiting 
for  that  big,  slow  pitch  in  our  zone,"  he  said.  In  the  July- August 
credit  fright,  says  Winters  now,  he  did  swing,  repeatedly.  But  the 
the  beaten-down  banks,  brokers  and  mortgage  lenders  did  not 
tempt  him  (indeed,  HSBC,  one  of  Winters'  former  favorites,  got 
the  heave-ho  last  spring). 

His  2006  annual  report  closed  with  an  expression  of  worry  about 
excessive  corporate  leverage  and  a  corresponding  expression  of  hope 
for  "a  return  of  the  bankruptcy  cycle  and  opportunities  to 
participate  in  the  resulting  restructurings."  That  time  has  not  yet 
come,  Winters  observes  today;  too  much  money  is  chasing  too  few 
orphaned  bonds.  But,  he  adds  cheerfully,  better  days — or  rather,  in 
this  context,  worse  days — surely  lie  ahead.  F 


Forbes 


James  Grant  is  the  editor  of  Grants  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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WHEN  THEY  STRIKE  A  POSE... 
THEY  STRIKE  IT  RICH. 
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Capital  Markets  Marilyn  Cohen 


THE  BELOVED 
5%  MUNI 


OST  INVESTORS  HAVE  MAGIC  NUMBERS  ON 
which  they  rely.  Some  are  looking  for  a  certain 
threshold  price/earnings  ratio,  dividend  yield, 
interest  coverage  or  percentage  yield  over 
Treasurys.  Municipal  bond  investors  perceive 
their  magic  yield  as  5%. 

That  sterling  number  is  hard  to  find.  Until  recently,  and 
briefly,  it  had  been  five  years  since  long-term  munis  yielded  5%. 
We  reached  that  level  for  a  few  days  in  August  during  the  bond 
market  meltdown.  Even  though  municipalities  (governments, 
that  is,  as  opposed  to  entities  borrowing  against  a  nontax 
revenue  stream)  are  more  reliable  as  borrowers  than  the  average 
corporation,  the  selloff  hit  munis,  too. 

When  the  selling  panic  was  intense,  traditional  muni  holders 
like  insurers  added  to  the  frenzy  because  they  needed  to  raise 
cash  so  their  portfolios,  which  are  marked  to  market,  wouldn't  be 
hurt  even  more.  Municipal  arbitrage  funds,  and  hedge  funds  in 
particular,  were  tossing  bonds  out  with  geyserlike  force.  Panic  at 
seeing  the  bond  values  drop  was  one  reason:  Sell  them  before 
they  fall  more.  Another  reason  was  meeting  redemptions  from 
panicked  investors. 

At  the  height  of  the  selling  tumult  25-  to  30-year  long-term 
municipal  bonds  yielded  5%,  more  than  the  yield  on  long-term 
Treasurys.  That  muni  yield  translated  to  a  taxable  equivalent  of 
7.7%  (assuming  you're  at  the  highest  federal  bracket). 

If  you  blinked,  though,  the  opportunity  vanished.  Now  saner 
minds  prevail,  prices  are  back  up  and  yields  are  down  to  the 
neighborhood  of  4.5%.  No  longer  is  earning  5%  on  a  long-term 
muni  possible. 

The  exception:  zero  coupon  bonds,  which  don't  pay  you 
your  interest  until  maturity,  so  they  have  more  rate  risk  built 
into  them.  In  return,  issuers  need  to  entice  buyers  with  slightly 
higher  interest  rates. 

These  bonds  are  sold  at  a  discount,  the 
interest  accumulates  beyond  your  reach  during 


the  bond's  life,  and  they  are  redeemed  at  face  value.  Since  they 
are  munis,  you  are  not  taxed  for  the  "imputed"  interest  that  is 
building  up  in  the  interim,  which  is  the  fate  of  investors  owning 
taxable  zeros.  The  rate  risk,  it  must  be  confessed,  works  against 
you.  If  rates  shoot  up,  you  are  stuck  with  a  low  yield  for  many 
years.  If  rates  collapse  and  the  bond  is  callable,  the  issuer  can 
cancel  the  deal  by  calling  it  in  early;  typically  at  only  a  modest 
premium  to  its  accreted  value. 

Given  that  you  might  not  see  cash  out  of  the  bond  for  20  or 
30  years,  you  should  lend  only  to  borrowers  you  trust.  Insist  that 
the  issuer  have  at  least  a  single-A  rating  on  its  own,  apart  from 
any  credit  enhancement  coming  from  an  insurance  company. 
Steer  away  from  special-purpose  bonds  for  things  like  stadiums 
and  airport  terminals.  Water  and  sewer  pipes  provide  essential 
services  and  can  be  trusted. 

If  you  live  in  California  or  a  state  without  an  income  tax, 
buy  the  Yuba  California  Community  College  District  zero  due 
Aug.  1, 2033.  These  are  general  obligation  bonds,  Ambac-insured, 
boosting  them  to  AAA  ratings.  The  underlying  credit  is  rated  A 

all  on  its  own.  The  source  of  pay- 
ment is  property  taxes.  Selling 
at  27  cents  on  the  dollar,  the 
bonds  are  priced  to  yield  5.2% 
to  maturity  and,  if  called  Aug.  1, 
20 1 7,  would  give  you  5.55%. 

Another  buy  is  the  White- 
house  Texas  Independent 
School  District  zero  due  Feb.  15, 
2028.  Priced  at  36,  the  bond 
yields  5.1%  to  maturity  and 
5.54%  to  its  2017  call.  This 
general  obligation  issue  has  the 
Texas  Permanent  School  Fund 
guarantee,  which  gives  it  an 
AAA  rating.  It  also  is  undergirded  by  a  property  tax. 

Comparison  shop.  If  you  buy  bonds  in  the  secondary  market, 
refer  to  the  Securities  Industry  &  Financial  Markets  Association 
Web  site.  Another  help  is  www.investinginbonds.com,  for  recent 
prices  on  municipal  and  corporate  bonds.  You  would  never  buy 
a  stock  without  getting  a  quote  beforehand.  So  when  buying 
municipals,  ask  for  the  Cusip  number  that  identifies  a  bond. 
Pop  the  number  into  the  space  provided  in  the  Web  site  and  see 
where  the  bonds  previously  traded.  You'll  see  both  retail  and 
institutional  trades,  giving  you  a  good  idea  of  the  best  purchase 
or  sale  price.  It's  not  perfect  transparency,  but  it  shows  you  the 
transactions  that  have  taken  place. 

And  ignorance  can  be  costly.  In  early  September  one  investor 
didn't  check  the  Web  site  for  previous  trades.  If  he  had,  he  would 
have  known  not  to  sell  his  $50,000  Illinois  State,  AA-rated  general 
obligation  bonds  due  in  2016  at  98  through  a  brokerage  firm. 
Two  days  earlier  they  traded  at  108.  F 


Try  finding  a 
Treasury  to 
yield  that 
much.  Even 
munis  fall  shy. 
A  delightful 
exception:  zero 
coupon  munis. 
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Look  for  the  right  lighthouse:  Van  Kampen.  For  e; 

fund  managers,  a  long-term  track  record  or  a 
home  for  your  investments,  ask  your  financial 
call  1  800  421  9098  or  visit  us  at  vankampen.com 
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INVESTMENTS 


'ast  performance  is  no  guarantee  of  future  results.  Consider  funds'  investment  objectives,  risks,  charges  and 
ixpenses  carefully  before  investing.  The  prospectus  contains  this  and  other  information  about  the  fund.  To  obtain  a 
irospectus,  contact  your  financial  advisor  or  download  one  at  vankampen.com.  Read  it  carefully  before  investing. 
D  2007  Van  Kampen  Funds  Inc.  IU07-00283P-N04/07 


J£>  y  Protect  your  patent  from  unauthorized  use. 


FIGHTING  A  PATENT  VIOLATION  IS  TOUGH 

WE  SHOULD  KNOW;  WE  DO  IT  ALL  THE  TIME. 


You  know  your  patent  has  been  violated, 
but  you  think  you  can't  protect  it  from 
that  big  company. 

The  U.S.  Patent  and  Trademark  Office 
defines  patent  infringement  as  "the  unautho- 
rized making,  using,  offering  for  sale,  selling 
or  importing  of  any  patented  invention 
during  the  term  of  your  patent."  Patent 
infringement  is  against  the  law.  Your  patent 
is  your  property;  it's  your  right  to  defend  it. 

The  problem  is,  most  legal  firms  will 
make  you  pay  all  of  the  upfront  costs  to 
take  your  case,  regardless  of  the  outcome. 

According  to  the  2003  Report  of  the 
Economic  Survey  by  the  American  Intellectual 
Property  Law  Association,  the  average  cost  of 
patent  litigation  is  $2  million.  That's  a  big 
gamble  for  you,  the  patent  holder.  It  also 
means  you  could  end  up  losing — twice. 

Our  firm  takes  a  different  approach  to 
defending  your  patent  rights. 


www.jimsokolove.com 


We'll  offer  our  legal  services  to  you  on 
a  value-billing  basis,  which  means  we  will 
pay  the  costs  upfront  and  charge  you  only 
if  we  win  your  case. 

Don't  be  intimidated  if  you  feel  someone — 
whether  it  is  an  individual  or  a  large  company 
— has  violated  your  patent.  Our  resources  and 
experience  in  patent  cases  allows  us  to  defend 
your  patent  against  offenders  of  any  size.  We 
know  protecting  your  patent  is  important. 

Contact  us  today  for  a  free  and  confidential 
legal  consultation.Visit  www.jimsokolove.com 

or  Call  1-800-254-0039. 

THE   LAW  OFFICES  of 

JAMES  SOKOLOVE 


Attorney  Advertisement.  James  Sokolove  admitted  in  MA  and  NY  only;  In  Massachusetts:  13-40  Centre  St.,  Suite  102, 
Newton  Center,  MA  02459.  In  New  York:  329  Main  St.,  Catskill,  NY  12414.  Not  available  in  all  states.  The  choice  of  a 
lawyer  is  an  important  decision  that  should  not  be  based  solely  upon  advertisements.  No  representation  is  made  that  the 
quality  of  the  legal  services  to  be  performed  is  greater  than  the  quality'  of  legal  services  performed  by  other  lawyers. 
Anyone  considering  a  lawyer  should  independently  investigate  the  lawyer's  credentials  and  ability',  and  not  rely  upon 
advertisements  or  self-proclaimed  expertise.  Prior  results  do  not  guarantee  a  similar  outcome.  While  this  firm  maintains  joint 
responsibility,  most  cases  of  this  type  are  referred  to  other  attorneys  for  principal  responsibility.  You  may 
be  responsible  for  certain  costs/expenses.  Legal  fees  are  calculated  prior  to  the  deduction  of  any  costs/expenses. 
FREE  BACKGROUND  INFORMATION  AVAILABLE  UPON  REQUEST. 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 
Ht  having  a  picnic  in  the  hills.  Or  a  hunting  trip.  Or  a  snowy 
drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had 


a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV" 
can  ever  stake  claim  to.  Jeep.com 


Have  fun  out  there.  Jeep 


tNo  deductible.  See  dealer  for  a  copy  of  limited  warranty  and  details.  Non-Transferable.  Not  available  on  SRT,  diesel  and  certain  fleet  vehicles. 
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THE  ADVENTURER 


Over 
Easy 

Looping  the  loop  and 
doing  hammerhead  stalls 
looks  scary.  And  there's  a 

reason  for  that:  It  is. 

By  Mary  Ellen  Egan 


■ WAS  OVERWHELMED.  I  KNEW  AIR- 
planes  killed  people,  but  the  sensa- 
tion of  freedom,  the  noise,  the 
unseen  bumps,  the  ability  to  chose 
one's  angle  of  bank" — all  of  that, 
wrote  former  IBM  chief  executive 
Thomas  J.  Watson  Jr.,  attracted  him  to 
aviation.  After  having  recreationally 
flown  helicopters,  jets,  hang  gliders  and 
just  about  every  other  form  of  aircraft,  he 
took  up  aerobatics — the  ultimate  test  of 
any  pilot's  skill. 

The  FAA  defines  an  aerobatic  maneu- 
ver as  anything  requiring  more  than  30 
degrees  of  pitch  or  more  than  60  of  bank. 
You  seek  to  master  the  kind  of  extreme 
situations  other  pilots  sedulously  avoid. 

Most  people  with  the  hubris  to  try 
loop-the-loops  have  at  least  a  pilot's 
license.  I  didn't.  I'd  never  even  had  a 


1E  ADVENTURER  with  Jim  Clash 

I 


iver  people  who  push  the  limits  in  adventure  and  business,  travel  to 
ordinary  places,  encounter  cars  that  take  speed  to  new  limits  and  more. 

to:  www.forbes.com/adventurer  J 
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leep  is  «  registered  trademark  o*  Chrysler  LLC 
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lesson.  Still,  I'd  always  wanted  to  try 
aerobatics.  So  when  I  was  offered  a  chance 
to  go  up  in  a  stunt  plane  with  an  experi- 
enced pilot,  I  took  it.  (For  information  on 
how  you  can  arrange  your  own  aerobatic 
flight,  see  below.) 

On  a  bright,  cloudless  Sunday  morn- 
ing in  late  September,  I  drove  to  the 


product  of  this  acceleration  and  your 
weight.  Sit  on  a  merry-go-round  or  in  a 
car  taking  a  curve  and  you  have  a  different 
acceleration.  Depending  on  your  speed 
and  how  tight  the  turn  is,  the  resulting 
centrifugal  force  can  be  bigger  than  the 
force  of  gravity.  If  the  force  is  enough,  you 
suffer  a  blackout  (temporary  loss  of 


When  instinct  made  me  let  go  of  the  stick,  thank  God  he  grabbed  it:  instructor  Jody  Bradt. 


Princeton,  N.J.  airport  to  meet  Joseph 
(Jody)  Bradt,  an  aerobatic  flight  instructor. 
Bradt,  27,  is  the  engineer  test  pilot  for 
American  Champion  Aircraft  Corp.  in 
Rochester,  Wis.,  a  maker  of  aerobatic  and 
nonaerobatic  planes. 

Before  I  set  foot  in  the  cockpit  Bradt 
briefed  me  on  what  to  expect  and  what  to 
do  in  case  of  an  emergency. 

There  are  two  physical  challenges 
intrinsic  to  aerobatic  flight:  motion  sick- 
ness and  acceleration.  The  trick  to  com- 
batting motion  sickness  when  the  plane  is 
flying  upside  down  or  right-side  up,  I  was 
told,  is  to  fix  your  gaze  on  a  point  on  the 
horizon.  When  the  plane  is  doing  a  loop, 
you're  supposed  to  turn  your  head  all  the 
way  to  the  left  and  stare  at  the  ground 
until  it  disappears.  Once  it  does,  you  must 
look  straight  ahead  until  it  reappears. 
Once  you're  back  to  horizontal,  you  again 
focus  on  the  horizon. 

At  rest  on  the  ground,  the  human 
body  is  subject  to  the  acceleration  of  grav- 
ity, whose  force,  as  Newton  told  us,  is  the 


vision);  if  it's  still  greater,  a  loss  of 
consciousness.  That  can  result  in  a  crash  if 
you  are  out  for  too  long. 

During  the  stunts  we'd  be  performing, 
the  forces  would  range  from  -1  times 
gravity  (flying  upside  down)  to  +4  times 
gravity  (in  a  loop).  To  combat  these,  Bradt 
instructed  me  to  tighten  my  abdominal 
muscles  and  squeeze  my  legs  down  into 
the  seat  during  climbs  and  descents.  He 
assured  me  g-forces  usually  aren't  a  prob- 
lem for  first-timers,  since  neophytes  are 
pumping  more  than  enough  adrenaline  to 
compensate. 

The  plane  we'd  be  flying  was  a  2005 
Super  Decathlon,  which  has  a  base  price 
of  $142,000  without  the  radio.  Its  180- 
horsepower  engine  has  a  fuel  system  that 
allows  it  to  fly  upside  down  for  up  to  two 
minutes  without  a  conkout.  (In  a  regular 
airplane,  if  you  try  a  vertical  ascent  or 
descent,  the  engine  will  stop.)  Since  it  was 
an  instructor's  plane,  the  front  and  back 
seats  both  had  controls. 

Bradt  handed  me  a  parachute.  Noth- 


ing so  concentrates  the  mind  as  one  of 
those  when  you  climb  into  the  front  seat 
of  an  airplane. 

A  stunt  plane's  seat  belts  are  similar  to 
the  five-point  restraint  harnesses  used  in 
Nascar:  one  belt  over  each  shoulder,  two 
around  the  waist  and  one  between  the 
legs.  Once  I  was  strapped  in  Bradt  showed 
me  how  to  work  the  joystick  and  then 
how  to  start  the  engine.  He  took  the  seat 
behind  me,  we  put  on  our  headsets,  and  I 
started  the  engine. 

We  taxied,  got  clearance  and  took  off. 
Beautiful  fields  and  woods  dotted  the 
autumn  landscape.  The  air  was  virtually 
turbulence  free  and  the  sound  of  the 
engine  a  pleasant  hum. 

Once  we  reached  1,500  feet  Bradt 
demonstrated  how  to  turn  and  bank  the 
plane  and  then  bring  it  back  to  level.  With 
sweaty  palms,  I  took  over  and  made  a 
180-degree  turn  to  the  left,  leveled  the 
plane  and  then  made  a  180-degree  turn  to 
the  right.  Look,  Ma,  I'm  flying! 

Bradt  next  announced  we  were  going 
to  perform  an  aileron  roll.  Talking  his  way 
through  the  process,  he  tilted  the  nose  up 
30  to  40  degrees,  held  it  steady  for  a  couple 
of  seconds,  then  pushed  the  stick  all  the 
way  to  left.  We  flipped  over  at  once,  and 
when  the  roll  was  completed  he  centered 
the  stick  to  bring  the  nose  back  up  to  level. 
The  entire  maneuver  took  only  three 
seconds  and  reminded  me  of  one  of  my 
favorite  amusement  rides— a  souped-up 

SKYLARKING 
ON  YOUR  OWN 

The  easiest  way  to  experience  aerobatic 
flight,  says  Vicki  Cruse,  president  of  the 
International  Aerobatic  Club,  is  to  contact 
any  flight  school  affiliated  with  the  iac 
(www.iac.org).  The  faa  doesn't  allow  pilots 
to  sell  aerobatic  rides.  But  you  can  sign  up 
for  a  single  lesson.  The  cost  will  depend  on 
the  type  of  aircraft  flown  and  how  much 
your  pilot  charges  for  instruction.  Renting  a 
Super" Decathlon  costs  from  $100  to  $150  an 
hour.  Pilot's  fees  run  around  $50  an  hour. 
Feeling  more  ambitious?  Buy  a  plane.  Super 
Decathlons  can  be  bought  through  dealers 
or  directly  from  the  factory 
(www.americanchampionaircraft.com). 
Allow  six  months  for  delivery.  —M.E.E. 
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Formula  for  Speed 

You  can  get  behind  the  wheel  of  a  real  Formula  One 
car,  if  you  bring  a  checkbook,  a  driver's  license  and 
some  intestinal  fortitude  |  By  James  M.  Clash 


ForhesLife  

Ferris  wheel  that  spins  riders  upside 
down.  I  was  pumped. 

I  took  over  the  controls  and  executed 
the  same  roll  without  a  hitch.  Next,  Bradt 
did  an  aileron  roll  to  the  right,  as  did  I. 
Nothing  to  this  stunt  flying,  I  thought. 
And  then  came  the  loop. 

Before  we  began  the  maneuver,  he 
reminded  me  about  the  protocol  for  ward- 
ing off  motion  sickness  and  g-forces.  As 
we  started  to  climb  I  looked  out  of  the  cor- 
ner of  my  eye  at  the  ground,  tightened  my 
abs  and  squeezed  my  legs.  The  next  thing 
I  knew  we  were  staring  at  an  expanse  of 
sky.  Then  we  started  to  turn  upside  down. 
Until  that  point  I'd  been  holding  on  to  the 
stick  so  I  could  learn  how  to  execute  the 
maneuver.  But  the  minute  we  were  upside 
down,  instinct  took  over:  I  let  go  of  the 
stick  and  grabbed  the  overhead  strut. 

Bradt  held  the  stick,  and  we  finished 
the  loop.  After  hed  leveled  the  plane  he 
asked  me  how  I  was  feeling.  A  little  dis- 
oriented, I  said,  but  not  nauseous.  My 
mistake,  he  explained,  was  that  I  had 
glanced  out  of  the  corner  of  my  eye 
instead  of  turning  my  head  all  the  way  to 
the  left  to  look  at  the  ground  when  we 
started  the  loop.  He  offered  to  let  me  try 
my  own  loop,  but  I  declined,  fearing  I'd 
let  go  of  the  stick  again  when  we  were 
upside  down.  "That's  when  you  have  to 
trust  your  seat  belts,"  he  chided.  "Not 
there  yet,"  I  said. 

From  here  on  I  was  strictly  along  for 
the  ride.  Bradt  did  an  Immelmann — a 
half-loop  followed  by  a  half-roll— then  a 
hammerhead  stall.  For  the  hammerhead, 
you  do  a  one-quarter  loop  straight  up, 
which  slows  the  plane,  then  you  pivot  to 
one  side,  shoot  straight  down  like  a  rock 
and  then  pull  up  into  a  one-quarter  loop. 
Not  only  do  you  feel  for  a  moment  that 
you're  floating  weightless,  but  it's  a  rush 
when  you  speed  toward  the  ground  and 
then  suddenly  pull  up. 

For  our  last  stunt  Bradt  said  we  would 
fly  upside  down.  "Trust  the  restraints,"  he 
advised.  He  flipped  the  plane  over  and  we 
cruised  upside  down  for  one  full  minute.  I 
kept  my  hands  on  the  stick  the  entire 
time— progress!  Bradt  righted  the  plane, 
and  we  flew  back  to  the  airport.  It  was 
exhilarating.  After  this,  commercial  flights 
are  going  to  be  a  real  snooze.  F 


FEWER  THAN  4,000  PEOPLE  (IN- 
cluding  the  pros)  have  driven  a  For- 
mula One  car.  Now  you  can  join 
their  ranks.  Last  year  French-born 
entrepreneur  Pierre-Louis  Moroni  opened 
a  school  in  Las  Vegas,  LRS  Formula  USA, 
where  amateurs  can  get  behind  the  wheel 
for  a  mere  $3,395.  LRS  since  has  added  two 
more  tracks  in  the  U.S. 

Moroni  uses  two  retired  F- 1  machines — 
a  2001  ex-Prost  team  car  and  a  1997 
ex- Arrows  car  (once  driven  by  world  cham- 
pion Damon  Hill)  retrofitted  with  3.5-liter 
engines.  Less  powerful  than  those  used  on 
the  F-l  circuit,  the  engines  still  deliver  700 
horsepower.  The  cars,  weighing  1,500 
pounds,  have  half  a  horsepower  per  pound 
of  vehicle  weight,  ten  times  a  typical  passen- 
ger car's  ratio.  That  fat  engine  accelerates 
these  welterweights  from  zero  to  lOOmph 
in  under  five  seconds. 

At  9:30  a.m.  one  day  in  April  a  half-dozen 
classmates  gathered  for  a  briefing  at  Las  Vegas 
Motor  Speedway's  1.8-mile  outside  road 
course.  The  group  included  tween  pop 
singer  Jesse  McCartney  and  fund  manager 
Harindra  de  Silva  De  Silva,  47,  who  races  vin- 
tage Lotus  and  Lola  cars,  runs  the  SI. 2  billion 
Old  Mutual  Analytic  Defensive  Equity  Fund. 

After  an  hour  in  the  classroom  and  a 
tour  of  the  track,  during  which  Moroni 
gave  tips  on  where  to  brake,  each  student 


was  issued  a  fireproof  driving  suit,  helmet, 
gloves  and  shoes.  They  ran  practice  laps  in 
F-2000s,  older  tube-frame  machines  that 
look  like  F-ls  but  have  a  fifth  the  horse- 
power. The  higher-horsepower  versions 
are  expensive  beasts,  needing  $25,000 
engine  overhauls  after  1,500  miles. 

After  the  warm-up  runs  drivers  are 
strapped  into  the  F-ls.  Gun  the  throttle  and 
LED  lights  illuminate  on  the  steering  wheel. 
The  pit  crew  gives  a  push  as  the  driver 
releases  the  clutch.  The  car  snorts  and  stag- 
gers, then  takes  off  with  a  frightening  lurch. 
The  shift  is  on  the  back  of  the  steering  wheel, 
in  the  form  of  a  paddle.  Pull  the  right  pad- 
dle to  upshift,  the  left  to  downshift.  Once 
out  of  low  gear  you  don't  need  the  clutch. 
An  F-l  engine  on  the  racing  circuit  tops  out 
at  19,000  revolutions  per  minute.  Moroni's 
don't  go  beyond  12,500,  but  still,  your  old 
family  sedan  would  probably  throw  a  rod 
above  6,500  rpm. 

On  his  last  lap  De  Silva  hit  a  top  speed 
of  140mph,  averaging  95mph  on  the 
twisting  course.  "It's  mind-blowing,"  he 
says.  "To  drive  an  F- 1  car  on  the  real  race 
circuit  would  cost  you  over  $1  million." 

Four-lap  programs  at  LRS  start  at 
$3,395;  additional  laps,  $600.  Other  tracks 
are  in  Elkhart  Lake,  Wis.  and  Joliet,  111. 
www.lrsformulausa.com.  (For  the  longer 
story/slide  show,  see  www.forbesautos.com.)F 
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There  are 
many  proven, 
effective  ways 
to  reduce 
stuttering. 

Doing  nothing 

is  not 
one  of  them. 


We  can  help,  but 
you  have  to  take 
the  first  step. 
We're  here  for  you. 


THE 

Stuttering 
foundation' 

A  Nonprofit  Organization 


1-800-992-9392 
www.stutleringhelp.org 

3100  Walnut  Grove  Road,  Suite  603 
RO.  Box  11749  •  Memphis,  TN  38111-0749 
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Armstrong  Wealth  Management  Group 

1801  West  Evans  Street,  Suite  C 
Florence,  SC  29501 

843-292-9997  www.armstrongwealth.com 
For  over  ten  years,  Armstrong  Wealth  Manage- 
ment Group  has  provided  comprehensive 
wealth  management  services  to  high  net  worth 
families,  retirees  and  those  soon  to  retire. 

Reginald  Armstrong  is  a  registered  Principal  with  and  offers 
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Berkeley  Wealth  Professionals,  LLC 

7940  Williams  Pond  Ln.,  Ste.  225 
Charlotte,  NC  28277 

704-243-1 604  www.berkeleywealth.com 
With  more  than  35  years  of  experience, 
Berkeley  Wealth  Professionals  specialize 
in  developing  a  strategic  wealth  plan  for 
business  owners,  primarily  in  the  medical  and 
technology  fields  throughout  the  Carolinas. 

The  Wealth  Enhancement  Group,  Inc. 
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The  Wealth  Enhancement  Group  is  an 
independent  fee-based  registered  investment 
advisor.  They  specialize  in  the  areas  of  estate, 
business,  retirement  and  investment  planning 
for  high  net-worth  individuals,  business 
owners  and  celebrities. 

Chitwood  Advisory  Group 

4956  Valleydale  Rd. 
Birmingham,  AL  35242 

205-980-8113  www.chitwoodadvisory.com 
CAG  provides  highly  personalized  wealth 
management  and  tax  services  designed 
to  manage  risk.  Since  1988  their  primary 
goal  has  been  the  development  of  long  term 
relationships  with  clients  who  become  much 
more  than  accounts. 

Sovereign  Wealth  Management,  Inc. 

1000  Ridgeway  Loop  Road,  Suite  103 
Memphis,  TN  38120 

901-685-5050  www.sovereignwealth.com 
Sovereign  provides  sophisticated  investment 
solutions — including  private  equity  and  hedge 
funds — to  high  net  worth  investors. 

415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to 
evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of 
the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons 
between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes1'  magazine. 


Ahrens  Investment  Partners 


3809  Ambassador  Caffery,  Ste.  105 
Lafayette,  LA  70503 
337-981-1 376  www.ahrensinvptr.com 
AIP  utilizes  alternative  investment  strategies 
to  compliment  traditional  asset  allocations. 
AIP  provides  ongoing  professional  fee  based 
advice  to  ensure  clients  meet  their  goals. 

D.L.  Blain  &  Co.,  LLC 

1440  McCarthy  Blvd. 
New  Bern,  NC  28562 
252-633-0107  www.dlblain.com 
D.  L.  Blain  &  Co.,  LLC  is  an  independent  fee- 
only  wealth  management  firm  headquartered 
in  New  Bern,  N.C.,  serving  clients  in  the 
Mid-Atlantic  and  Southeastern  U.S. 

Regatta  Research  and 
Money  Management,  LLC 

2121  N.  Causeway,  Ste  257 
New  Orleans,  LA  70001 
504-831-4636  www.regattaresearch.com 
Managed  by  Eric  Greschner  and  Rudy 
Blanchard  Regatta  Research  offers  fee-only 
financial  planning,  research,  continuing 
education  and  portfolio  management  services 
throughout  the  U.S. 

Abele  Financial  Group,  LLC 

2100  A  Southbridge  Parkway,  Ste.  650 
Birmingham,  AL  35209 
205-871-1692  www.abelefinancial.com 
Abele  Financial  Group  serves  a  limited 
number  of  high  net  worth  individuals  and 
families  to  assure  utmost  attention  and  excel- 
lent service. 
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INTERNATIONAL 


First-Class  Premium  Sampler 

limited  time  offer! 


only$10 


$10! 

(*43  value! 


If  you  like  handmade  cigars,  you're  gonna  love  Cigars  International! 
To  prove  it,  I've  compiled  a  sampler  with  8  of  the  finest  cigars  in  the 
world  for  one  super-low  introductory  price:  instead  of  the  normal 
retail  of  s47.01,  my  offer  to  you  is  just  *  10!*  I'm  betting  once  you 
receive  these  outstanding  cigars,  together  with  our  free 
68-page  cigar  catalog,  you'll  become  a  lifetime  customer.  Now  that's 
an  offer  you  can't  refuse!  One  per  customer  please, 
r  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  -, 

•  Send  me  one  each  of  8  top  brands  for     I  Code:  SA713a  ltem#  SP-CA01  I 

!  10  +  s5  s/h.  Offer  expires  12-15-07        '  1 

'  Pennsylvania  residents  add  6%  tax  -  remittance  of  any  taxes  on  orders  shipped  outside 
of  PA  is  the  responsibility  of  the  purchaser. 

Name  

Address  

City/State/Zip  

Daytime  Phone  (  )  

Email  


Includes  1  each  of:  Fonseca  •  Slow-Aged  •  Toraho  •  Indian  Tabae  •  Perdomo  Reserve  •  Gurkha  • 
Felipe  Dominicana  •  5  Vegas  tfrom  t'me  to  time  a  substitution  may  occur  based  on  availabihl , 


1-888-244-2790  mention  code  SA713a 

www.CigarsIntl.com/SA713a 

Vou  must  enter  complete  web  address  for  special  offer 


Signature  _ 


Birth  Date 


(I  certify  that  I  am  21  yrs  or  older) 


Payment:  a  Check  cis enclosed}  □  Visa  □  MC  □  Amex  □  Discover 
Card  #  Exp  


CIGARS  INTERNATIONAL  6771  Chrisphalt  Drive,  Bath  PA  18014 


ABSOLUTE 


AUCTION 


We  See  Your  Success 


WATERFRONT  -  Savannah,  GA 

THUR,  NOVEMBER  29,  2007  •  1PM 

OATLAND  ISLAND  -  Enjoy  Southern  living  at  its  best 
in  this  "low  country"  style  waterfront  estate  located  6 
minutes  from  downtown  Savannah.  This  custom  built 
new  home  on  Richardson  Creek  has  unbelievable  views  of 
the  marshes  and  Savannah  River. 

•  Dock  w/Deep  Water  & 

Direct  Ocean  Access  GRAND  ESTATES 

•  3-5  Bedrooms/3.5  Baths  auction  company' 

•  4200±sf  &  1200±sf  of  ca"  for  a  FREE  color  brochure 
Unfinished  Space  1.800.552.8120 


www.G-E-A.com  •  Robert  Kirk  GAAuctioneer  NR002828  /  Broker  243707 


We  help  our  clients  grew  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  !  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 
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Technology  upstart  increases 
revenues  by  an  astonishing 
165,900%  from  $44,000  to  over 
$73.000.000'  in  under  6  months! 


trustcash 


Trustcash  Holdings,  Inc. 
www.trustcash.com 
Phone:  212-752-9446 

NASDAQ  OTCBB:  TCHH 

Web  privacy  and  stored  value  company  being 
called  "The  new  eCommerce  privacy  standard" 
by  many  -  their  amazing  business  model  taps 
into  millions  of  potential  customers  every  day. 

Trustcash  has  developed  the  safest,  smartest  way  for  consumers  to 
buy  online  without  revealing  their  identity  or  risking  their  privacy  or 
security,  and  this  has  proven  to  be  the  "Magic  Bullet' 'for  websites, . . 

If  you  could  jam  actual  dollar  bills  into  your  computer  to  pay  for  the 
goods  &  services  you  want,  you'd  remain  safe  from  ID  theft  and 
prying  eyes.  But,  of  course,  you  can't  stuff  your  computer  with  cash. 
You  give  up  your  credit  card  numbers  instead.  And  the  moment 
you  do,  you  create  a  paper  trail  that  leads  right  back  to  you,  your 
security,  and  your  privacy. 

Trustcash  is  the  new  payment  processing  system  that,  as  of 
this  writing,  has  already  established  working  relationships 
with  more  than  1,000  websites  and  50.000  retail  stores. 

Why  The  Rush  To  Trustcash? 

Just  like  using  cold  cash,  Trustcash  offers  consumers  protection  from 
ID  theft  and  prying  eyes!  Internet  sites  are  gladly  paying  Trustcash 
a  hefty  percentage  of  their  sales  for  this  advantage... 
because  merchants  know... 

•  80%  of  consumers  report  that  secure  and  convenient  payment 
options  are  more  important  to  them  than  price  when  making  an 
online  purchase  decision. 

•  53%  of  consumers  have  stopped  providing  personal  information 
over  the  Internet. 

•  50%  have  either  cut  back  their  online  purchases  or  stopped 
buying  products  and  services  online  entirely. 

•  S3  billion  has  been  lost  to  online  fraud  this  year  in  the  US  and 
Canada  alone,  a  7°/o  increase  over  the  year  before. 


So  as  much  as  Internet  sites  try  to  put  consumers  at  ease,  the  fact 
remains  that  the  safest,  smartest  way  for  consumers  to  make 
purchases  is  with  cash.  And  in  today's  age  of  fraud  and  ID-theft 
riddled  e-Commerce,  the  new  cash  is  Trustcash. 

Trustcash  Is  The  New  Cash 

Here's  how  Trustcash  works:  Consumers  purchase  a  Trustcash  card. 
Actually,  consumers  don't  "purchase"  Trustcash,  they  get  to  use  the 
service  FREE. 

For  instance,  if  you  want  $1,000  in  your  Trustcash  account,  you  fund 
the  account  with  $1,000.  Not  a  penny  more.  No  service  fees  of  any 
kind  are  charged  to  consumers.  Naturally,  this  arrangement  is  quite 
appealing  to  anyone  seeking  security,  safety,  and  secrecy. 

And  Trustcash  has  a  netwoik  of  marketing  that  simply  cannot  be  beat. 
It  costs  the  company  zero!  1,000  websites  and  50,000  retail  stores 
around  the  world  and  a  rapidly  growing  number  of  web  sites  make  it 
easy  for  their  consumers  to  "buy"  Trustcash.  Each  one  of  these 
businesses  serve  as  a  marketing  agent  for  Trustcash...  at  no  cost  to 
the  company...  and  at  no  cost  to  consumers. 

Since  you  can't  shove  dollar-bill  cash  into  your  computer  to  purchase 
goods  and  services,  Trustcash  gives  consumers  a  unique  12-digit 
anonymous  access  code  and  consumers  use  this  code  to  make 
purchases,  just  as  they  would  use  their  12-digit  credit  card  number. 

But  no  paper  trail  exists  to  lead  back  to  the  consumer.  If  Trustcash 
is  purchased  with  a  check  or  a  credit  card,  that  information  is  imme- 
diately erased  from  its  military-grade  encrypted  system  once  the 
funds  are  posted  to  the  account,  so  there  is  never  a  tell-tale  trail  back 
to  the  consumer. 

How  Does  Trustcash  Make  Money? 

Consumers  use  the  service  FREE.  It's  the  merchants,  whether 
regular  retail  or  Internet  sites,  paying  Trustcash.  And  they  pay  every 
time  a  transaction  is  made,  the  same  way  VISA  and  MasterCard  and 
American  Express  are  paid  transaction  fees  by  merchants...  only 
Trustcash  gets  a  much  larger  fee  from  merchants. 

Visa  and  MasterCard  get  anywhere  from  2%  to  4%  of  the  sale. 
American  Express  gets  a  little  more.  But  Trustcash,  because  of  the 
unique  advantages  offered  to  users,  gets  the  most  -  up  to  50%  of 
each  sale  they  process! 

How  is  this  possible?  And  why  would  an  Internet  site  pay  Trustcash 
up  to  50%  of  the  money  consumers  spend  with  them?  One  word: 
PROTECTION!  No,  maybe  it's  two  words:  PRIVACY  PROTECTION! 

The  Internet's  Biggest  Players  Are  Flocking 
To  Trustcash 

MoneyGram  is  a  Trustcash  partner.  So  is  Playboy!  And  you  better 
believe  Playboy  embraces  Trustcash  because  it  knows  its  customers 
crave  privacy.  Playboy  gets  about  16  million  search  requests  a  month. 


m Ah  tit  i  umtsr 


And  the  activity  on  this  site  is  indicative  of 
most  people's  use  of  the  Internet.  They  seek 
entertainment.  But  they  do  not  seek  scrutiny. 
Playboy  knows  they  can  make  more  sales 
when  their  customers  purchases  can  be  kept 
totally  anonymous.  That's  why  they  gladly 
pay  Trustcash  a  hefty  payment-processing 
fee.  And  other  adult-entertainment  sites  are 
quickly  following  Playboy's  lead. 


Consider  this  -  right  now,  there  are  4.2  million  Internet  sites  providing 
adult  entertainment...  this  is  12%  of  the  total  number  of  websites. 
Search  requests  for  adult  entertainment  is  a  staggering  68  million  A 
DAY...  this  is  25%  of  all  Internet  requests.  In  fact,  every  second  of 
every  minute  of  every  hour  of  every  day,  $3,075  is  spent  on  adult 
entertainment.  The  revenue  exceeds  that  of  ABC,  NBC,  and  CBS  com- 
bined. And  with  Trustcash  commanding  up  to  a  50%  transaction  fee, 
the  enormous  revenue  potential  becomes  obvious. 

Thanks  in  part  to  a  series  of  brilliant  acquisitions,  Trustcash  also  owns 
and  markets  a  range  of  stored  value  products  serving  the  telecommu- 
nications and  wireless  markets,  two  of  the  hottest  sectors  in  the 
booming  stored  value  prepaid  products  market.  This  year,  Trustcash 
companies  will  serve  more  than  30,000  wireless  customers,  activate 
more  than  50,000  consumer  wireless  subscriptions  and  sell  over 
50,000  phones,  all  coming  together  to  generate  more  than 
696,000,000  network  minutes  annually!  With  over  7,500  distribution 
locations  marketing  over  50  different  products,  it's  easy  to  see  how 
Trustcash  revenues  have  exploded  from  next  to  nothing  to  an 
incredible  $73,000,000!' 

Is  TCHH  the  next  MySpace  or  YouTube? 

/^-»  •        In  recent  times,  it  seems  like  many  of  the 

VjO  C  )Q  1C     brightest  technology  stars  get  snapped  up 
by  the  big  players  like  Google  before  they 
_  go  public.  Trustcash  provides  investors 

^JjJ*!  with  that  rare  opportunity  to  get  in  early 

^h^M?  on  a  Company  that  the  "big  boys"  have 

already  shown  respect  for.  Like  Trustcash, 
PayPal  is  also  a  payment  processor.  They 
now  have  123  Million  Customers.  You  can't 
buy  stock  in  PayPal  because  eBay  snapped  up  this  company  early 
on.  Wise  decision.  But  you  can  buy  stock  in  Trustcash  (OTCBB:TCHH). 
Another  wise  decision.  As  Trustcash  continues  its  rapid  rise,  share 
prices  could  soar.  Could  Trustcash  be  acquired  by  a  multi-billion 
dollar  corporation?  Perhaps.  And  if  that  happens, 
make  out  like  a  bandit  - ;/  you  are  a  Trustcash 
stockholder. 


OTCBB:  TCHH 


jpid  rise,  snare 
■nulti-billion  a 

'A 


/  Powerful  Picks  for  Rapid  Returns 


For  more  information  on  TrustCash  Holdings,  Inc.,  read  Randall  Rutherford's  Fair  Value 
Report  at  www.otcmarketdigest.com.  For  a  limited  time,  register  online  using  promotion  code  S1AB  and 

receive  Premium  Member  benefits  absolutely  risk  free.  f  Annualized  run  rate,  as  of  closing  of  publicly  announced  transactions. 
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One  day,  his  son  would 
speak  to  the  world. 

He  wanted  them  to  understand. 


Rosetta  Stonef  The  fastest  and 
easiest  way  to  learn  %uSS//W 


Introducing 
Rosetta  Stone®  Version  3! 

The  world's  leading 
language-learning  software 
just  got  better. 


NEW  Proprietary  speech  recognition  technology  gets  you  speaking  from  the  start  and  NEW 
speech  analysis  tools  perfect  your  pronunciation. 

NEW  Contextual  Formation™  feature  uses  real-world  simulations  to  give  you  the  benefits 
you  need  to  succeed. 

NEW  Adaptive  Recall™  Language  feature  tracks  progress  to  reinforce  your  strengths  and 
revisit  needs. 

NEW  Milestone  feature  lets  you  try  out  your  new  language  knowledge  in  real-life  simulations. 
IMPROVED  Intuitive,  sequential  learning  makes  every  lesson  count  and  build  progressively. 


Act  now  to  receive  a 

10%  discount. 

Offer  expires  Feb.  29,  2008. 


Level  1        $293-  NOW  $188.10 

Level  1&2    $339"  NOW  $305.10 
Best  Value! 

Level  1,2  &  3  $439"  NOW  M49.10 

Personal  Edition.  Solutions  for  organizations  also  available. 
©2007  Rosetta  Stone  Ltd.  all  rights  reserved. 


Version  3  now  available  in  10  languages,  20  other  languages  available  for  Version  2. 

• 

The  fastest  way  to  learn  a  language.  Guaranteed.™ 

RosettaStone* 

(888)  232-8823 

Use  promotional  code  fbsll7  when  ordering 

RosettaStone.com/fbsll7 

Forbes 


Subscriber  Service 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservice 

or  call. ..800-888-9896 


iharter  your  own 
Floating  Villa... 


And  cruise 
among  the 
4,000  Greek 
;M  islands 


You  plan  your  own  itinerary  with  your  captain  .... 
You  select  your  cuisine  with  your  chef  ... 
You  set  your  own  . . .  Pace  ... 

AND  IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP! 


VALEF  YACHTS  LTD. 

North  American  Headquarters: 
7254  Fir  Rd.,  Ambler,  PA  19002  U.S.A. 
Tfcfc  215-641-1624  •  1-800-223-3845  •  Fax:  215-641-1746 
E-mail:  info^'valelyachts  com  •  Website:  www.valefyaehts.eoin 

International  Headquarters: 
2;  Plotarchou  Hatlikonstahti  Str.,  18536  Piraeus,  Greece 
Tel:  30  210  418  2381  •  30  210  418  2392  •  Fax:  30  2 10  45 1  8820 
F-mail:  eontaet(oJvalefyaelits.ec>fn  •  Website:  www.valefyaehts.eom 
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Life  insurance  prices 
drop  to  all-time  lows 

Call  or  visit  lnsure.com  today.  Compare  prices  in  seconds. 
Freedom  to  buy  from  the  company  of  your  choice. 
Also  quoting  auto,  health,  home  and  more! 


Monthly  Rates  for  Females 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$440 

40 

$116 

$240 

$617 

45 

$201 

$423 

$1,076 

50 

$328 

$652 

$1,623 

55 

$498 

$1,019 

$2,542 

60 

$755 

$1,536 

$3,833 

65 

$1,269 

$2,533 

$6,326 

70 

$2,069 

$4,134 

$10,329 

Monthly  Rates  for  Males 

Age 

$5  Million 

$10  Million 

$25  Million 

35 

$84 

$162 

$486 

40 

$123 

$240 

$661 

45 

$214 

$423 

$1,186 

50 

$353 

$701 

$1,973 

55 

$597 

$1,188 

$3,417 

60 

$967 

$1,928 

$5,909 

65 

$2,028 

$4,051 

$10,153 

70 

$3,233 

$6,461 

$16,214 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  — Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  —  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 


"The  best  Web  site  I've  found. 


The  Dallas  Morning  News 


"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."  —  Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  News  &  World  Report 


visit  lnsure.com 

Or  call  1-800441-0072  for  FREE  quotes  and  advice 


Ad  Code:  FORBS  11/07 


NOTE:  The  sample  10  year  California  term  life  premiums  shown  above  are  not  specific  to  any  individual  person  or  insurer.  Please  call  lnsure.com  or  visit 
www.insure.com  to  obtain  quotes  specific  to  your  health  history  profile.  Copyright  ©1984-2007  lnsure.com,  Inc.,  8205  South  Cass  Avenue,  Suite  102, 
Darien,  Illinois.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  In  California,  lnsure.com,  Inc.  dba  lnsure.com  Insurance  Services  under 
agent  #0827712,  in  LA  as  agent  #205078.  In  Utah,  lnsure.com,  Inc.  dba  lnsure.com  Insurance  Services,  Inc.  under  agent  #90093.  All  rights  reserved. 
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RKETPLACE 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 


Direct  Mail  •  Email 


MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE 


www.macromark.com    J^J  &QXO  r/lu^Tjt 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


Forbes 


LUXURY  PROPERTIES 


For  Advertising  please  contact 
Jim  Wilson: 
215-735-4619 
329Wilson@comcast.net 
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It's  About  Time 

©  © 

Los  Angeles     NetoYork  : 

©  © 

London        Hong  Kong  . 

B  a 

Ownership 

We  invite  you  to  inquire. 
800-733-2191 

wise 


60-80% 

OFF  RETAIL 


NEVADA  COPORAHON 
Garry  Jones,  Esq. 


Protect  your  home,  family 
and  properties.  LLC,  LPS, 
Trusts  and  Corporations 


(800)640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


NEVINE  CARMELLE 
E.A..  M.S.  TAXATION 


For  a  private  consultation  please  call 

949-623-8596 


LEARN  HOW  TO  SELL  YOUR  REAL  ESTATE 
FASTER  THEN  ANYONE  ELSE 

HOW  TO  SELL  The  second  most  important 
YOUR  REAL  ESTATE  book  you  will  ever  buy  !! 

When  Real  Estate  is  Not  Selling  '  * 


Order  online  and  save  38% 


Steve  Hochman 


Only  $19.95  incl.  s&h. 
www.how1oseliyourrealestate.com 


American  Diagnostic  Centers 


Net  annual  income  of  $500,000 

Own  and  operate  a  Medical  Diagnostic  Center  in  your 
area.  Business  Management  experience  is  a  must. 
$800,000  Cash  investment  required.  Can  reach 
profitability  in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www.americandiagnosticcenters.com 
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For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exclusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $12,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


cca  On*  firfling 

UNSECURED  LOANS 

$1,000 -$100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-300-458-7695 


Male  Enlargement  Pill!  100%  Money  Back  Guarantee! 

Doctor  Approved  Pill  for  Male  Enlargement  up  to  5  Inches  in  A  Few  Weeks!!! 

FEATURED  ON  20/20  TELEVISION.  SIZE  MATTERS.  LENGTH  &  GIRTH  ARE  IMPORTANT.  LARGER  IS  MORE  DESIRABLE. 
THE  ORIGINAL  &  WORLD'S  LARGEST  SELLING  MALE  ENLARGEMENT  PILLS 
WITH  OVER  30  YEARS  EXPERIENCE 

CREDIT  CARD  ORDERS  TOLL  FREE 

1-866-765-PILL(7455)  fax 1-818-345-4643 

WEB:  www.proplusmedical.com 
or  www.pluspills.com 

'  PRO  PLUS  MEDICAL   dept.  711FTR 
Box  1835,  North  Hollywood,  CA  91614 
Credit  Card  orders  only  Toll  Free  24  hours  7  days 
1-866-765-PILL(7455)  Fax  1-818-345-4643 


►  Because  there  is  more  blood  flow  you  will  have 
a  longer,  thicker  enlargement  even  when  you  do 
not  have  an  erection.  You  will  have  bigger,  firmer 
erections  when  you  want  them  every  time. 


HOW  LONG  WILL  IT  TAKE  FOR 
MAXIMUM  ENLARGEMENT? 

After  a  month  or  two  you  will  see  a 
change  in  length  and  width.  After 
the  third  month  a  change  not  just 
in  size  but  you  will  look  firmer  and  -- 
stronger  than  you  ever  dreamed  pjjj 
possible.  No  other  pill  sold  any-  ij 
where  can  give  you  the  maximum  !«■ 
potential  you  want.  You  need  three 
to  four  months,  a  full  240  pills  to  — 
grow  to  your  maximum  potential. 

Discovered  by  Dr.  Dmitri  Zorken  and  his  research 
team  PRO+PLUS  PILLS  is  a  powerful  natural  herbal 
enlargement  formula  that  increases  size,  stronger 
erections  &  maintains  your  sexual  virility. 

WHICH  FORMULA  IS  BEST 
FOR  YOU? 

PRO+PLUS  PILLS  ADVANCED  FORMULA 

Our  exclusive  advanced  formula  for  men  with  a 
form  of  HYPOSPADIAS  or  small  size  since  they 
were  young.  Size  now  is  less  then  6  inches  and 
need  a  guarantee  of  accelerated  enlargement  to 
reach  a  much  larger  size.  Can  also  be  used  by 
men  larger  than  6  inches  and  need  a  guaranteed 
maximum  enlargement. 
PRO+PLUS  PILLS  ORIGINAL  FORMULA 
This  formula  is  for  men  with  a  size  now  of  6  inches 
or  more  and  want  to  be  guaranteed  maximum 
enlargement.  


Phone  and  credit  card  orders  specify  dept  (shown  above) 
next  to  address,  and  product(s)  and  quantity. 

□  Check  DM/0  DCash  DVisa  DMC  DAM  EX  □  Discover 


PRO+PLUS  PILLS  ADVANCED  FORMULA  S 

□  1  bottle  (1  month  supply.  60  pills)  $80.00 

□  3  bottles  (3  months  supply)  $160.00 

□  I  have  ordered  3  or  more  bottles. 
SEND  FREE  1  bottle  -  Total  240  Pills 

PRO+PLUS  PILLS  ORIGINAL  FORMULA  $ 


□  1  bottle  (1  month  supply,  60  pills)  $60.00 

□  3  bottles  (3  months  supply)  $120.00 

□  I  have  ordered  3  or  more  bottles. 
SEND  FREE  1  bottle  -  Total  240  Pills 

Total  Purchase:  $  

CA  Residents  add  sales  tax:  $  

Shipping  &  Insurance:  sago. 

□  Rush  Service  $2.00:  $  

Total  enclosed  or  charged: 

Orders  discreetly  shipped  WW)  UPS  or  Pnorrty  Mail 

Foreign  Orders  add  $10 .00  S4H  Money  order  kl  U  S  Funds  only. 


SIGNATURE  (I  am  over  18  years  old) 
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 ... .  — 


L&lfl  ...  -  _ — , — j  


fovember  12,  2007 


For  Marketplace,  call  888-305-6830 


THOUG HTS 


On  the  Business  of  Life 


ne  used  to  be  able  to  say  of  a  bad  man  that  "he  stinks."  No  longer.  Now  the  good  and  the  bad 
smell  the  same,  for  men's  scent  has  become  big  business.  Some  200  companies  are  busy 
turning  out  hundreds  of  "manly"  aromas  which  now  add  up  to  an  estimated  $400  million 
to  $500  million  in  annual  sales.  Gone  is  the  day  when  a  man  who  smelted  sweet  was  considered  so. 

Gone  too  are  the  relatively  odorless  eau  de  colognes.  —MALCOLM  FORBES  (1966) 


A  man  has  his  distinctive  personal  scent 
which  his  wife,  his  children  and  his  dog 
can  recognize.  A  crowd  has  a  generalized 
stink.  The  public  is  odorless. 

— W.H.  AUDEN 


Until  you  walk  a  mile  in  another  man's 
moccasins  you  can't  imagine  the  smell. 

—ROBERT  BYRNE 


My  favorite  thing  about  the  Internet  is  that 
you  get  to  go  into  the  private  world  of  real 
creeps  without  having  to  smell  them. 

— PENN  JILLETTE 

Fish  is  the  only  food  that  is  considered 
spoiled  once  it  smells  like  what  it  is. 

—P.J.  O'ROURKE 

The  lovesick,  the  betrayed  and  the  jealous 
all  smell  alike. 

—COLETTE 


They  haven't  got  no  noses 
The  fallen  sons  of  Eve; 
Even  the  smell  of  roses 
Is  not  what  they  supposes; 
But  more  than  mind  discloses 
And  more  than  men  believe. 

— G.K.  CHESTERTON 

One  has  a  nose.  The  nose  scents  and  it 
chooses.  An  artist  is  simply  a  kind  of  pig 
snouting  truffles. 

—IGOR  STRAVINSKY 


/  don't  want  loyalty  I  want  loyalty. 
I  want  him  to  kiss  my  ass  in  Macy's 
window  at  high  noon  and  tell  me  it  smells 
like  roses. 

—LYNDON  BAINES  JOHNSON 


When  I  put  my  nose  in  a  glass  I  move  into 
another  world,  where  everything  around 
me  is  just  gone,  and  every  bit  of  mental 
energy  is  focused  on  that  wine. 

—ROBERT  PARKER  JR. 


Where  all  stink,  one  is  not  smelt. 

—SAINT  BERNARD 

Perfume  is  the  unseen,  unforgettable, 
ultimate  accessory  of  fashion.  It  heralds 
your  arrival  and  prolongs  your  departure. 

— GABRIELLE  (COCO)  CHANEL 


If  men  have  a  smell  it's  usually 
an  accident. 

—JEFF  FOXWORTHY 


/  always  liked  the  smell  of  a  smoke-filled 
room.  I  think  it's  a  good  smell. 

—DENNIS  FRANZ 


Everyone  coming  out  of  a  perfume  store 
is  smelling  the  back  of  their  hand. 

—JONATHAN  CARROLL 


The  question  about  those  aromatic 
advertisements  that  perfume  companies 
are  having  stitched  into  magazines 
these  days  is  this:  Under  the  freedoms 
guaranteed  by  the  First  Amendment,  is 
smelling  up  the  place  a  constitutionally 
protected  form  of  expression? 

—CALVIN  TRILLIN 


To  attract  men,  I  wear  a  perfume  called 
New  Car  Interior. 

—RITA  RUDNER 

A  Text ...  

Dead  flies  cause  the  ointment  of  the 
apothecary  to  send  forth  a  stinking 
odor:  so  doth  a  little  folly  him  that  is 
in  reputation  for  wisdom  and  honor. 

— ECCLESIASTES  10:1 

Sent  in  by  James  Sarah,  Munising,  Mich. 
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ROBERT  NARDELLI, 
JAMES  PRESS  AND 
THOMAS  LASORDA 


ie  new  BMW  6  Series.  We  obsessed  over  every  detail  as  only  an  independent 
impany  could.  We  tuned  the  pitch  of  the  engine  to  harmonize  with  the  sounds  of  the  wind 
id  road.  We  perfected  the  feel  of  everything  that  hands  touch,  from  the  door  handles 
the  smallest  control  dial.  We  made  the  interior  as  stunning  to  behold  as  the  striking 
terior.  We  created  a  car  so  pleasing,  it's  a  pity  we  only  have  five  senses.  The  6  Series. 


Insurance  isn't  rocket  science. 

Unless,  of  course, 
you're  insuring  a  rocket. 


From  jet  engine  manufacturers  to  Hollywood  productions,  complex 
industries  face  complex  insurance  challenges.  Challenges  that  won't 
be  solved  by  off-the-shelf  thinking.  At  Travelers,  our  underwriters 
have  an  intimate  knowledge  of  your  business,  so  they  can  offer 
solutions  that  are  truly  in-synch  with  your  needs.  Talk  to  your 
independent  agent  and  keep  up  with  your  world  today.  Or  whatever 
world  you're  heading  toward  tomorrow. 


TRAVELERS] 

travelers.com  Insurance,  /n-synch. 


FIDELITY  INTERNATIONAL  FUNDS 


One-stop 
shopping 
the  rest  of 
the  world. 


**  Avera°e  ™e'9h['n9  °?  U  S-  and  n°n'US-  securities  in  the  MSCI  All  Cap  World  Free  Index,  bs  of  6/30/07. 

4  Fidelity  lntTmILnafS|rr\^    t0l'Cal  and'ncl"de  changes  in  share  price,  reinvestment  of  dividends,  and  capital  gai 

t  riaenty  international  Small  Cap  Opportunities  Fund  inception  date  8/2/2005. 

Before  investing  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses. 
Lontact  Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

Fidelity  Brokerage  Services,  Member  NYSE  SIPC 


77%  of  the  world's  investment  opportunities  are  outside  the  U.S.* 

And  nobody  can  help  you  find  these  opportunities  quite  like  Fidelity.  We  have 
over  900  investment  professionals  in  25  countries  speaking  31  languages,  all 
for  one  purpose:  helping  to  maximize  your  investment  returns. 


1 

AVERAGE  ANNUAL  TOTAL  RETURNS** 

As  of  9/30/07 

1  Year                   5  Year               10  Year/Life 

Fidelity  International 
Discovery  Fund1 
(Expense  Ratio:  1 .09%) 

31.52% 

25.59% 

11.78% 

Fidelity  International  Small  Cap 
Opportunities  Fund24 
(Expense  Ratio:  1.28%) 

.26% 

N/A 

31.16% 

Fidelity  Emerging  Markets  Fund3 

(Expense  Ratio:  1.11%) 

.27% 

39.02% 

10.96% 

"Performance  data  shown  represents  past  performance  and  is  no  guarantee  of  future  results, 
nvestment  return  and  principal  ctuate,  so  you  may  have  a  g.  ?n  shares  are  sold. 

Zurrent  performance  may  be  higher  or  lower  than  that  quoted.  Visit  Fidelity.com/performance  for  most 
■ecent  month-end  performance. 

zoreign  investments,  particularly  those  in  emerging  markets,  involve  greater  risk  than  U.S.  investments. 


Call  866.201 .0603  or        C  | Fidelity 

mm.,      I        ■•.  /II  INVESTMENTS  mW 

visit  Fidelity.com/globe 


Smart  move! 


A  journey  brings  us  face  to  face  with  ourselves. 

Berlin  Wall.  Returning  from  a  conference. 

Tel.  866.VUITTON  www.louisvuitton.com 

Mikhail  Gorbachev  and  Louis  Vuitton  are  proud  to  support  Green  Cross  International 


LOUIS  VUITTON 
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America's  Largest 
Private  Companies 


168  Chrysler's  Last  Stand 

Will  private  ownership  be  the  model  that  saves  the  struggling 
By  Joann  Mutter 

180  The  BMW  of  Forklifts 

The  ultimate  lifting  machines  come  from  New  Bremen,  Ohio. 
By  Emily  Schmatt 

184  Rebuilding 

Its  Iraq  mission  came  a  cropper,  but  this  feisty  private 
engineering  company  is  building  on  a  much 
brighter  future.  r 
By  Heidi  Brown  ^MuB^^k,  %. 


the  struggling  U.S.  auto  industry? 


190  The  Top 

Private  Companies 


We  rank  firms  with  revenues  of  at 
least  $1  billion. 
By  Shlomo  Reifman 
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'It's  either  a  quick  yes, 
or  a  quick  no. 
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CAN  A  PICKUP 
GIVE  2f000 
PEOPLE  A  LIFT? 

It's  a  question  that  keeps  us  thinking  at 
Toyota.  It's  also  the  inspiration  behind  our 
belief  in  building  automobiles  where  people  drive  them?  One  example:  the  new  Toyota 
Tundra  plant  in  San  Antonio,  TX.  It  not  only  employs  2,000  people  but  will  also  inject 
thousands  of  other  new  jobs  into  the  area.  It's  something  that  happens  around  all  of 
our  operations  across  America.  And  can  give  a  lift  to  an  entire  community. 

toyota.com/whynot 


WHY  NOT? 
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'Sure  you  increased 
enterprise  value,  but 
you  never  won 
anything." 


ALSO  IN  THIS  ISSUE 

96    Slap  Shot!  Who  Scores  Hockey's 
Big  Bucks 

The  Toronto  Maple  Leafs  haven't  had  the  Stanley 
Cup  in  40  years.  So  how  can  they  be  the  most 
lucrative  hockey  team  on  the  planet?  Plus:  NHL 
Team  Values.  By  Nathan  Vardi 

42    Buffett:  Shaming  the  Rich 

Warren  Buffett  isn't  happy  that  the  rich  pay  less 
in  taxes  than  their  secretaries,  so  now  he's 
challenging  Forbes  400  members  to  fork  it  over. 
By  Matthew  Miller 

78    Cancer:  The  Quest  for  a 
Protective  Diet 

Lots  of  foods  and  minerals  stop  tumors  in  rats. 
Proving  the  effect  in  humans  is  another 
matter.  By  Robert  Langreth 

84    Hank  Greenberg's  Revenge 

aig's  board  banished  Hank  Greenberg  amid 
fraud  charges  that  haven't  materialized.  He's 
plotting  a  comeback — and  perhaps  a  proxy  fight. 
By  Charles  Gasparino 
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IT'S  LIKE  AN  ATM 
THAT  GIVES  YOU 
TIME  INSTEAD 
OF  MONEY. 


EMBASSY  SUITES 
HOTELS" 


Introducing  Embassy  Connectivity,  including  our  EmbassyDirect™  Registration  Kiosks  for  convenient  check-in, 
check-out,  and  boarding  pass  printing,  our  complimentary  BusinessLink™  Business  Centers''  with  PrinterOn®  remote 
printing,  high-speed  Internet  access  in  every  suite  and  wireless  access  in  the  atrium,  and  an  MP3  clock  radio  in  every 
suite.  Just  some  of  the  ways  Embassy  Suites  Hotels®  is  connecting  everything  you  do. 

EVERYTHING  FOR  A  REASON® 


^  EMBASSY  SUITES  OFFERS  ^  COMPLIMENTARY,  COOKED-TO-ORDER  BREAKFAST.  ^  TWO-ROOM  SUITES, 

TheHiltonFairuly    ^open-air  atriums  and  ^  evening  manager's  reception*  for  locations  &  reservations. 

PLEASE  VISIT  EMBASSYSUITES.COM  OR  CALL  800EMBASSY  FOR  OUR  BEST  RATES.  GUARANTEED. 

"Subject  to  state  and  local  laws.  Must  be  of  legal  drinking  age.  ©2007  Hilton  Hospitality,  Inc. 
'Embassy  BusinessLink  available  at  participating  hotels. 
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42  Soak  the  Rich  ...  If  only  we  knew 

who  they  were.  By  Janet  Novack 

46  Feed  the  Beast  Wall  Street  spends 
scads  of  money  modeling  risk.  So  what 
accounts  for  its  mortgage  debacle? 
By  Neil  Weinberg  and  Bernard  Condon 

48  The  Battle  of  Mobile  Web  Google's 
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Microsoft— and  maybe  the  Feds. 
By  Quentin  Hardy 
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investors  protected?  By  Neil  Weinberg 
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broadband  to  fliers.  By  Matthew  Swibel 

60  Digital  Tools  |  Backing  Up  Your 
Computer  By  Claire  Cain  Miller 
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65  The  Fund  That  Lost  Its  Way 

American  Century  Ultra's  struggles  show 
the  folly  of  straying  from  your  mission. 
By  James  M.  Clash  and  Mark  Tatge 
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developers,  enjoying  boom  times,  want  your 
capital.  By  Megha  Bahree 


'We've  changed 
little  in  how  we 
deal  with  those 
extra  30  years." 


ENTREPRENEURS 

74  Southern  Discomfort  w.L.  Lyons 
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Lines 


Life  Isn't  Fair 


VITAL  QUESTION,  FOR  PATIENTS  AND  POLITICIANS:  HOW  MUCH 
of  the  differences  in  life  spans  can  be  attributed  to  differences  in 
medicine?  You  see  Congress  struggling  with  this  question  in  the 
bitter  fight  over  extending  federal  health  insurance  to  middle-class 
children.  You  see  health  insurers  struggling  to  contain  costs 
without  being  branded  cruel  naysayers.  On  p.  137  Carrie  Coolidge 
tells  how  one  middleman,  Humana,  tries  to  cope. 

Yes,  access  to  care  makes  all  the  difference  if  the  population 
you  are  looking  at  is  the  world's.  •  •  . 

Americans  get  childhood  vac- 
cines, Ugandans  don't,  and  the 
resulting  disparity  in  life  spans  is 
great.  But  what  if  you  confine  your 
attention  to  the  U.S.?  There  is  still 
a  great  dispersion  in  outcomes; 
the  standard  deviation  in  life 
spans  is  in  the  neighborhood  of  12 
years.  Who  or  what  is  to  blame  if 
some  people  die  young? 

There's  gender.  Women  last 
four  years  longer  than  men.  (This  and  some  other  numbers  here 
are  from  the  Society  of  Actuaries.)  There  are  lifestyle  choices. 
Smoking  knocks  six  years  off  your  life.  Staying  lean  adds  to  it.  Tail- 
gating,  too  much  alcohol  and  some  occupational  choices  subtract. 

Next  on  the  list:  luck.  Some  people  fall  under  the  wheels  of  a 
bus  or  get  exposed  to  methicillin-resistant  bugs.  Don't  blame  the 
insurance  company. 

The  most  important  choice  of  all  in  longevity  is  to  select  good 
parents.  Three  in  five  deaths  are  from  cancer  or  cardiovascular 
disease,  says  Dr.  David  Altshuler  of  Massachusetts  General 
Hospital,  and  genetic  factors  probably  explain  a  third  to  a  half  of 
the  causation. 

Now,  what  about  differences  in  access  to  medical  care?  We're 
not  talking  about  the  basics,  like  vaccines  or  lifesaving  appendec- 
tomies, since  everybody  can  get  those.  We're  talking  about  the 
last  third  or  so  of  our  country's  $2  trillion  health  care  bill — the 
visit  to  the  specialist,  the  second  opinion,  the  test  ordered  to  fend 
off  lawsuits.  Dr.  Elliott  Fisher  and  researchers  with  him  at 
Dartmouth  Medical  School  studied  differences  in  Medicare 
utilization  across  the  country  and  came  to  the  surprising 
conclusion  that  extra  spending  does  not  confer  longer  life. 
Paradoxically,  the  reverse  may  be  true.  "In  theory,  you  could  send 
30%  of  our  health  care  workers  to  Africa  and  improve  health 
outcomes  on  both  continents,"  he  says. 

Next  time  your  health  insurer  denies  a  claim,  get  angry  if  you 
want,  but  don't  assume  that  it  is  sending  you  to  an  early  grave. 

EDITOR 
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Reminiscence 


During  the  1990s  I  worked  in  a  small  restau- 
rant in  Rhinebeck,  N.Y.  that  Jim  Michaels  and 
his  wife  frequented.  Whenever  I  saw  the 
Michaels  name  in  the  reservation  book  I  knew 
that  I  was  in  for  a  great  evening.  He  was  a 
fabulous  raconteur  of  all  things  business  and 
political.  I  particularly  remember  one  occasion 
when  there  was  a  young  couple  at  his  table  that 
was  spellbound  by  his  tales,  as  was  I. 
He  had  stories  ranging  from  World  War  II  to  the  Clinton  Administration 
and  from  GM  in  the  Fifties  to  Microsoft  in  the  Nineties.  And  how  they  all  fit 
together  in  the  world  today.  When  he  was  on  Forbes  on  Fox  I  always  tried  to 
schedule  time  so  I  could  see  and  hear  him  again  since  I  no  longer  worked  at 
the  restaurant.  He  was  a  great  man,  and  I  will  miss  him. 

JAMES  P.  HILL 
Poughkeepsie,  N.  Y. 


Sky-High  Education 

Re  "Economics  101"  (Nov.  12,  p.  144),  my 
daughters  attended  Cornell  University,  the 
University  of  Massachusetts  at  Amherst 
and  the  Tuck  Business  School  at  Dart- 
mouth. Although  they  received  excellent 
educations,  there  is  no  justification  for  the 
$150,000  cost  of  a  four-year  undergradu- 
ate degree,  nor  the  $130,000  price  of  a  two- 
year  M.B.A.  If  I  had  to  do  it  all  over  again 
I  would  have  sent  my  daughters  to  a  New 
York  State  university  at  a  fraction  of  the 
cost.  I  see  too  many  friends  and  clients 
borrowing  money  from  their  401  (k)s  and 
taking  home  equity  loans  to  pay  exorbi- 
tant college  costs,  only  to  realize  as  they 
approach  retirement  that  they  have  a 
large  six-figure  debt  to  pay  back. 

STUART  J.  PASTRICH 
Dix  Hills,  N.Y. 

Technical  Solution 

As  an  employee  of  a  public  two-year 
college  I  would  like  to  mention  two 
important  issues  that  your  story  on  rising 
tuitions  for  higher  education  ("Econom- 
ics 101,"  Nov.  12,  p.  144)  fails  to  point  out. 
First,  over  half  of  all  students  in  America 
start  their  higher  education  in  a  commu- 
nity or  technical  college,  where  they  can 
complete  the  first  two  years  of  schooling 
at  a  reasonable  cost,  or  opt  for  training 


that  leads  to  jobs  in  high-growth  fields. 

Second,  you  neglected  to  address  the 
real  travesty  in  American  higher  educa- 
tion: the  billions  of  tax  dollars  misspent 
to  subsidize  students  to  attend  four-year 
schools,  where  these  students  pursue 
academic  majors  that  offer  little  career 
opportunity  following  graduation. 
Inevitably,  these  students  enroll  in  their 
local  community  college  to  develop 
skills  relevant  in  the  economy. 

JIM  KLAUBER 
Greenwood,  S.C. 

Generation  Gap 

Sumner  Redstone  will  soon  learn,  if  he 
hasn't  already,  that  the  love  of  a  child 
trumps  the  money  he  appears  to  confuse 
with  his  personal  wealth  ("Family  Feud," 
Nov.  12,  p.  108).  In  addition,  the  criticism 
leveled  at  his  daughter  is  clearly  a  blatant 
case  of  gender  politics;  no  aggressive 
male  would  ever  be  slammed  by  senior 
executives  as  "meddlesome."  Damn  right 
she's  meddlesome.  She's  a  key  owner. 

GEOFFREY  D.  BATROUNEY 
New  Rochelle,  N.Y. 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Has  North  Korea  Annexed  Oklahoma? 


AN  EXTRAORDINARY  INCIDENT  UNFOLDED  IN  THE  STATE  OF 
Oklahoma  on  Oct.  2.  Three  individuals  were  arrested,  shackled 
and  arraigned.  Their  crime:  trying  to  curb  the  spending  excesses 
of  Sooner  State  politicians.  They  were  accused  of  violating  an 
arcane  and  certainly  unconstitutional  law  that  imposes  restric- 
tions on  who  can  circulate  petitions  in  the  state. 

Paul  Jacob — president  of  the  pro-initiative  group  Citizens  in 
Charge  and  a  senior  fellow  at  the  Sam  Adams  Alliance,  a  grass- 
roots political  organization — and 
colleagues  Susan  Johnson  and  Puck 
Carpenter  incurred  the  wrath  of 
Oklahoma's  Soviet-minded  political 
establishment  for  trying  in  2005  to 
get  an  initiative  on  the  ballot  to  limit 
state  spending.  The  three  could  get 
as  many  as  ten  years  in  prison. 

Back  in  2005,  despite  organized 
harassment  from  unions  and  other 
pro-government  forces,  Jacob  and 
other  activists — with  the  help  of  a 
professional  petition-signing  firm — managed  to  collect  the 
required  number  of  names  to  get  the  antispending  item  on  the 
ballot.  In  a  tantrum  worthy  of  an  Iranian  ayatollah  the  pro-polit- 
ical class  Oklahoma  Supreme  Court  ruled  the  petitions  invalid. 

Why?  Oklahoma  has  a  statute  that  states  petitions  can  be  carried 


Paul  Jacob,  Susan  Johnson  and  Rick  Carpenter  are  taken 
in  handcuffs  from  court  after  being  indicted. 


only  by  Oklahoma  residents.  What  is  a  resident?  According  to  prece- 
dent, residency  is  determined  by  an  individuals  intention  to  be  a  res- 
ident. When  out-of-staters  moved  to  the  state  to  help  local  people 
get  signatures  for  the  antispending  petitions,  the  State  Supreme  Court 
decided  that  precedent  didn't  matter  and  concocted  a  new  inter- 
pretation: Petitioners  had  to  make  Oklahoma  their  "permanent  home." 

That  was  bad  enough.  But  just  to  be  sure  no  one  ever  again 
tries  to  restrict  free-spending  pols,  the  state's  hoodlumesque 
attorney  general,  Drew  Edmondson 
(Dem.),  has  decided  to  seek  to 
imprison  the  petition  leaders. 

The  Oklahoma  case  stands  out  as 
an  extreme  move  to  restrict  the 
behavior  of  political  activists.  But 
unless  this  thuggish  behavior  is  firmly 
punished,  other  states  and  municipal- 
ities will  quickly  follow  suit.  After  all, 
many  local  pols  and  their  developer 
friends  have  been  making  ample  use 
of  the  Supreme  Court's  hideous  deci- 
sion two  years  ago  that  allows  local  authorities  to  seize  private 
properly  to  help  politically  connected  private  developers.  Jacob 
has  worked  with  Oklahomans  pushing  an  initiative  that  would 
bar  this  type  of  eminent  domain  abuse,  as  well  as  a  state  term 
limits  initiative.  Now  he  is  accused  of  committing  a  felony. 


Ben  and  Alan's  Inflation 


AT  STARBUCKS  THE  OTHER  DAY  I  WAS  ALL  SET  TO  BUY  ONE  OF 
the  crumb  cakes  until  I  noticed  that  they  were  about  half  their 
usual  size.  Some  of  us  are  old  enough  to  remember  the  1960s  and 
1970s,  when  food  companies  shrank  the  size  of  candy  bars,  cakes 
and  other  products  to  avoid  increasing  nominal  prices. 

Broad-based  inflation  is  happening  again  globally.  The  Russ- 
ian government  has  "persuaded"  food  producers  to  keep  prices  of 
sensitive  items  stable  until  after  upcoming  parliamentary  elec- 
tions. Argentina  has  been  imposing  price 
controls  on  many  products,  and  in  China 
rising  inflation  is  creating  increasing  anxiety. 

The  global  inflation  unleashed  by  Alan 
Greenspan  and  the  Federal  Reserve  in  2004  is 
now  showing  up  more  and  more  in  traditional 
price  indexes.  The  Fed  and  other  whistlers- 
past-the-graveyard  state  that  "core"  inflation 
is  not  too  bad.  But  core  inflation  leaves  out 
"volatile"  food  and  energy  prices.  Add  these 
in  and  you  get  a  much  more  alarming  picture. 


The  whole  idea  of  core  inflation  is  reminiscent  of  a  prank  Herb 
Stein,  head  of  President  Richard  Nixon's  Council  of  Economic 
Advisers,  played  in  the  early  1970s.  When  a  bad  batch  of  numbers 
was  released,  Stein  deadpanned  that  if  you  took  out  all  the  items  in 
the  Consumer  Price  Index  that  had  gone  up,  there  would  be  no 
inflation.  Amazingly,  most  reporters  took  this  as  a  profound  insight. 

Voters  are  already  cranky  over  rising  property  taxes,  college 
tuitions  and  health  care  costs.  They'll  really  be  in  a  throw-the- 
rascals-out  mood  when  inflation  starts  hit- 
ting a  lot  of  consumer  products. 

The  Fed's  cheapening  of  the  dollar  put  the 
already  hot  housing  market  on  steroids,  which 
led  to  the  still  lingering  credit  crisis  that  recently 
cost  the  CEOs  of  Merrill  Lynch  and  Citigroup 
their  heads  and  will  claim  many  more  exec- 
utive-suite victims  in  coming  months. 

Debasing  the  dollar  has  hurt  invest- 
ments here  (see  Current  Events,  p.  29).  If  we 
don't  deal  with  this  now,  it's  going  to  damage 


Will  crumb 
cake  be  down- 
sized to  this? 
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us  a  whole  lot  more  later.  Poor  Ben  Bernanke  doesn't  know  what  to 
do.  If  he  raises  interest  rates,  that  will  roil  the  markets  and  perhaps 
rekindle  last  summer's  panic.  If  he  eases,  he'll  be  creating  more 
inflation  and  economic  distortions  of  the  kind  that  hit  housing. 

Alas,  Bernanke  has  been  taught  to  ignore  the.  best  gauge  of 
monetary  policy:  the  price  of  gold.  If  he  were  to  announce  that 
the  Fed  was  no  longer  going  to  peg  interest  rates  but  was  instead 


going  to  use  gold  as  its  guide  (within  a  broad  range),  the  markets 
would  heave  a  sigh  of  relief,  knowing  we  were  going  to  defend 
the  integrity  of  the  dollar.  Short-term  interest  rates  would  actually 
trend  downward. 

There's  no  chance  Bernanke  will  see  the  light.  Instead  he'll 
flounder  about,  sometimes  doing  things  right  but  more  often  doing 
them  wrong.  Expect  more  stomach-turning  turbulence  ahead. 


Warren  Wants  to  Buffet  You  With  Higher  Taxes 


WARREN  BUFFETT  HAS  BEEN  GETTING  A  LOAD  OF  PUBLICITY 
lately  by  declaring  that  the  members  of  The  Forbes  400  have  lower 
tax  rates  than  corporate  receptionists  and  other  middle-class 
Americans.  In  an  interview  with  Tom  Brokaw,  Buffett  said:  "The 
Forbes  400,  a  bunch  of  my  fellow  rich  guys,  their  tax  rate  overall  to 
the  federal  government  [is]  less  than  that  of  their  receptionist." 

Nice  sound  bite,  but  he's  deliberately  mixing  up  the  income  tax 
with  the  Social  Security  portion  of  the 
payroll  tax.  Every  worker  pays  this  tax  on 
earnings  up  to  $97,500.  Employees  pay 
6.2%,  and  employers  match  that,  for  a 
combined  rate  of  12.4%.  This  tax  disap- 
pears on  earnings  above  $97,500.  Thus, 
most  of  Warren  Buffett's  income  is  not 
subject  to  that  12.4%  levy.  Social  Secu- 
rity taxes  are  supposed  to  fund  Social 
Security,  period.  It's  a  forced  pension  tax. 

The  income  tax  is  a  different  animal. 
That  money  goes  to  fund  all  non-Medicare, 
non-Social  Security  federal  programs. 

So  we're  talking  about  two  issues 
here:  the  federal  income  tax  code  and  financing  Social  Security. 

Buffett  says  that  upper-income  earners  aren't  taxed  enough. 
Federal  income  tax  returns  show  that  assertion  to  be  nonsense. 
About  one-third  of  those  who  file  federal  income  tax  returns  end 
up  owing  no  federal  income  tax  at  all.  In  contrast,  the  top  1%  of 
income  earners — who  receive  21%  of  the  nation's  reported 
income— pay  39%  of  federal  income  taxes.  The  top  5%  pay  60%, 
and  the  top  50%  pay  97%  of  federal  income  taxes. 

Buffett  claims  his  total  income  tax  rate  is  17.7%.  But  most  of 
his  income  is  in  capital  gains  and  dividends.  Otherwise,  he'd  be 


A  flat  tax  and  Social  Security  reform  will  sharply 
reduce  the  tax  burden  for  everyone,  including 
Warren  Buffett's  office  workers. 


hit  by  the  alternative  minimum  tax  of  26%  to  28%.  Capital  gains 
are  not  the  same  as  salary  income.  Surely  Warren  knows  the  dif- 
ference between  the  two.  As  for  dividends,  they're  already  taxed 
at  the  corporate  level.  That's  why  the  personal  rate  was  cut  to  15% 
in  2003.  It's  still  double  taxation,  but  less  egregious  than  before. 
Or  does  Buffett  believe  that  dividends  should  be  fully  taxed 
twice— once  at  the  corporate  level  and  then  again  at  the  individ- 
ual level? 

If  Buffett  had  focused  on  the  need  to 
reform  the  tax  code,  he'd  be  on  sound 
ground.  The  incomprehensible,  corrupt- 
ing code  has  been  an  abomination  for 
decades.  A  simple  flat  tax  is  the  answer. 
I  have  long  proposed  a  17%  rate  that 
applies  after  generous  exemptions  for 
adults  and  children.  A  family  of  four,  for 
example,  would  pay  no  federal  income 
tax  on  their  first  $46,000  of  income. 
There  would  be  no  taxes  on  their  sav- 
ings. Everyone  would  come  out  ahead 
under  such  a  system. 
As  for  Social  Security,  a  basic  reform  would  let  younger  peo- 
ple have  personal  Social  Security  accounts.  These  accounts  would 
have  proper  safeguards,  just  as  the  federal  Thrift  Savings  Plan 
does  for  millions  of  federal  employees.  Half  the  current  Social 
Security  taxes — that  is,  the  employees'  contributions — could  go 
into  these  individual  accounts  instead  of  into  the  hands  of  Wash- 
ington politicians  for  earmarks  such  as  those  bridges  to  nowhere. 

Now,  that  would  be  a  heck  of  a  tax  cut  for  Buffett's  reception- 
ist— and  for  just  about  everyone  else.  Everyone  would  accumu- 
late capital  from  the  time  they  got  their  first  paying  job. 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


©  Bottino— 246  10th  Ave.,  between  24th  and  25th  streets  (Tel.: 
212-206-6766).  Handsome,  contemporary  West  Chelsea  eatery 
with  friendly  service  and  very  good  food.  Highlights  among  the 
starters  are  the  tuna  tartar  and  the  beet  salad  The  lamb,  filet  mignon 
and  penne  with  speck  are  favorites  among  the  main  courses. 
•  York  Grill— 1690  York  Ave.,  near  89th  St.  (Tel.:  212-772- 
0261).  Good,  traditional  American  restaurant  a  stone's  throw 
from  Gracie  Mansion.  The  menu  is  simple  but  varied,  the  am- 
bience is  comfortable  and  the  service  courteous  and  efficient. 


Try  the  American  red  snapper,  the  Canadian  swordfish  and  the 
rack  of  lamb.  Desserts,  though  not  sophisticated,  are  good. 
•  FR.OG— 71  Spring  St.,  near  Lafayette  St.  (Tel.:  212-966- 
5050).  The  name,  short  for  "France  Origine,"  alludes  to  the 
menu,  which  is  made  up  of  dishes  inspired  by  the  food  found 
in  parts  of  colonial  France — Vietnam,  Morocco  and  Lebanon. 
Best  dishes:  warm  avocado  soup  with  toasted  almonds  and 
peekytoe  crab,  sirloin  steak  marinated  with  lemongrass  and 
pineapple,  sauteed  pork  loin  with  caramelized  ginger  sauce.  F 
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The  average  woman  spends 
11  years  out  of  the  workforce 
taking  care  of  family. 


LEAVING  HER  WITHOUT  ENOUGH 
RETIREMENT  MONEY  TO  TAKE  CARE  OF  HERSELF. 


Those  11  years  are  spent  doing  important  work, 
caring  for  children  or  elderly  parents.  But  they  can 
also  hurt  her  ability  to  retire. 

Fact  is,  women  are  still  earning  less  than  men  do, 
and  they  live  longer.  So  they  need  to  save  even  more 
for  retirement.  Unfortunately,  those  11  years  out  of 
the  workforce  put  a  woman  even  further  behind, 
costing  her  an  average  of  $659,139  in  earnings. 

How  can  we  help  America's  women  close  this 
retirement  savings  gap?  Allstate  has  some  ideas: 

1.  MAKE  EVERY  EARNING  YEAR  COUNT. 
Right  now,  only  47%  of  working  women  participate  in 
a  company  retirement  plan.  American  businesses 
can  do  much  more  to  help  that  number  grow.  401  (k) 
strategies  such  as  company  matches,  encouraging 
participation  by  part-time  workers,  automatic 
enrollment  and  automatic  increases  in  contributions 
as  employees  get  raises  are  all  proven  ways  to  help 
build  savings.  And  the  earlier  an  employee  starts 
saving,  the  more  prepared  she'll  be  for  retirement. 


2.  PROMOTE  SPOUSAL  IRAs. 

Non-working  women  (and  men)  can  invest  up  to 
$4,000  to  grow  tax-deferred  in  a  Spousal  IRA 
for  the  2007  tax  year,  as  long  as  there  is  a  spouse 
in  the  workforce.  The  limit  will  increase  to  $5,000 
in  2008. 

3.  EDUCATE:  OFFER  FINANCIAL  SEMINARS 
FOR  EMPLOYEES  AND  SPOUSES. 
Knowledge  is  power:  53%  of  women  (and  interestingly, 
33%  of  men)  with  a  retirement  plan  said  they'd 
increase  their  annual  contributions  after  they 
attended  a  financial  education  seminar. 

Women  care  for  America.  It's  time  we  showed  that 
America  cares  about  their  future. 


Let's  save  retirement  by  saving  for  retirement. 
That's  Allstate's  Stand 


W  Allstate 

You're  in  good  hands. 


Auto 

Home 

Life 

Retirement 


le  Cupped  Hands  logo  is  a  registered  service  mark  and  "Thai's  Allstate's  Stand"  is  a  service  mark  of  Allstate  Insurance  Company.  Allstate  Lite  Insurance  Company,  Northbrook.  IL.  Lincoln  Benefit  Life  Company,  Lincoln,  NE  In  New  York,  Allstate  Lite  Insurance 
ompany  ot  New  York,  Hauppauge,  NY  ©  2007  Allstate  Insurance  Company 


Other  Comments 


Even  if  it  doesn't  work,  there  is  something  healthy  and  invigorating  about  direct  action. 

—HENRY  MILLER,  Remember  to  Remember 


Civics  Lesson  [The  indictment]  is  a  dagger  at  the  heart 
of  people's  ability  to  directly  influence  the  political  decision 
making  process.  Initiative  and  referendum  is  where  people  who 
aren't  bigshot  politicians  can  come  up  with  an  idea  and,  working 
with  their  neighbors,  really  make  a  difference.  If  anyone  thinking 
of  getting  involved  as  a  citizen  in  the  process  has  to  factor  in 
possibly  going  to  prison  for  10  years,  a  lot  of  husbands  and  wives 
will  decide  that  sort  of  citizen  activism  isn't  for  them.  I  believe 
people  ought  to  be  free  and  the  way  to  keep  people  free  is  to  keep 
people  in  charge  of  politicians  rather  than  the  other  way  around. 

— PAUL  JACOB,  Libertarian  political  activist, 
interviewed  by  BRIAN  DOHERTY  in  Reason  Online 

False  Alarm  Politicians  are  eager  to  show  they're  in  touch 
with  the  common  man.  So  we've  seen  a  plethora  of  tax  plans  that 
seek  to  make  the  "rich"  pay  their  "fair  share."  This  is  nonsense  of 
the  highest  sort — but  popular  all  the  same.  In  2005,  the  latest  full 
year  for  data,  the  top  1%  of  earners  accounted  for  21.2%  of  all 
income,  but  paid  39.4%  of  all  federal  taxes.  The  top  5%  earned 
35.8%  of  all  income  and  paid  60%  of  the  taxes.  That's  right:  The 
top  5%  paid  more  in  income  taxes  than  the  remaining  95% 
combined.  Go  back  to  1980— the  dawn  of  the  Reagan  era— and 
the  top  1%  paid  just  19%  of  all  taxes  and  the  top  5%  just  37%.  It  is 
an  irrefutable  fact,  therefore,  that  taxes  are  more  progressive  (rich 
pay  more,  in  Democrat-speak)  than  ever.  And  it  happened  with 
Republican  presidents  holding  office  in  19  of  27  years,  during  a 
period  when,  paradoxically,  tax  rates  on  the  highest  incomes  fell. 

Yet  just  two  years  ago,  Pulitzer  Prize-winning  journalist  David 
Cay  Johnston  asserted  that  there  was  a  "covert  campaign  to  rig  our 
tax  system  to  benefit  the  super  rich."  Such  nonfactual  thinking, 
repeated  over  and  over  in  the  mainstream  press,  has  become  em- 
bedded in  Americans'  minds.  Many  people  have  come  to  believe 
that,  somehow,  they  get  screwed  by  the  tax  code,  while  the  rich  walk 
away  with  paying  little  or  nothing.  But  that's  simply  not  true.  The 
bottom  50%  in  income  in  the  U.S.— including,  by  definition,  half 


"Take  the  groundhog — now  that's  a  sweet  gig!' 


of  those  who  are  middle  class — paid  just  3%  of  all  income  taxes  in 
2005.  That's  right:  The  top  50%  in  income  paid  97%. 

—Investors  Business  Daily 

Fed  Up?  The  thing  for  [Republicans]  to  remember  is  that 
the  ball  is  in  Nancy  Pelosi's  court.  It  is  to  the  Congress  that  the 
Constitution  delegates  the  power  to  regulate  the  value  of  the  dollar 
and  of  foreign  coin.  It's  one  thing  for  the  Congress  to  delegate  this 
power  in  turn  to  the  Fed.  But  if  it  delegates  this  power  to  a  Fed  that 
allows  the  value  of  the  dollar  to  collapse  to  barely  an  800th  of  an 
ounce  of  gold  from  a  265th  of  an  ounce  of  gold  over  the  course  of 
a  single  presidency,  people  are  going  to  start  asking  why  the 
Congress  has  failed  to  step  up  to  its  constitutional  responsibilities. 

— New  York  Sun 

Hide-and-Seek  Nearly  three  years  after  the  Clinton 
Library  opened — and  more  than  21  months  after  its  trove  of 
records  became  subject  to  the  Freedom  of  Information  Act — 
barely  one  half  of  1%  of  the  78  million  pages  of  documents  and 
20  million  e-mail  messages  at  the  federally  funded  facility  are 
public,  according  to  the  National  Archives.  [Hillary]  cites  her 
years  of  experience  as  First  Lady  as  one  of  her  prime  qualifica- 
tions to  be  President.  Like  other  Democratic  candidates,  she  has 
decried  the  "stunning  record  of  secrecy"  of  the  Bush  Administra- 
tion; her  campaign  Web  site  vows  to  bring  a  "return  to  trans- 
parency" to  government.  But  Clintons  appointment  calendar  as 
First  Lady,  her  notes  at  strategy  meetings,  what  advice  she  gave 
her  husband  and  his  advisers,  what  policy  memos  she  wrote, 
even  some  key  papers  from  her  health-care  task  force — all  of  this, 
and  much  more  documenting  her  years  as  First  Lady,  remains 
locked  away,  most  likely  through  the  entire  campaign  season. 

—MICHAEL  ISIKOFF,  Newsweek 

Brain  Drain  The  World  Bank  is  an  institution  in  search 
of  a  reason  to  exist,  and  it  appears  to  have  found  one:  brain  injury 
prevention.  One  of  [our]  colleagues  received  an  e-mail  from  the 
Hanoi  office's  communications  officer,  Nguyen  Hong  Ngan, 
reminding  everyone  to  wear  our  helmets,  presumably  while  rid- 
ing a  bicycle,  although  this  was  not  specified.  Mr.  Nguyen  also 
provided  a  lot  of  information  about  how  to  wear  it  correctly,  the 
three  ways  in  which  helmets  protect  you,  and  even  what  color 
helmet  to  wear — white  helmets  are  associated  with  a  24%  lower 
rate  of  accidents  compared  to  black  helmets.  However,  and  this  is 
most  important  to  note,  helmets  "are  NOT  designed  to  prevent 
injuries  to  other  parts  of  the  body."  Your  tax  dollars  at  work. 

— Far  Eastern  Economic  Review 

Thanks,  But  No  Thanks  Who  does  not  thank  for  ? 

little  will  not  thank  for  much. 

—ESTONIAN  PROVERB  F 
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1911  DISCOVERY 

ENGINEERED  FOR  ADVENTURE 

The  thoroughly  modern  precision  sports  watch  from  Ebei.  Water-resistant  to  10  ATM.  COSC-certified  Swiss  Automatic 
Chronograph  with  day/date  function.  Sapphire  crystal  with  double-sided  anti-reflective  treatment  for  maximum  legibility. 

Three-dimensional  dial  with  hand-applied  hour  markers. 
Screw-down  crown.  Ultra-flexible,  highly  comfortable  stainless  steel  bracelet. 
www.1 91 1DISCOVERY.com  or  call  800  920  3153 

Armel  Jewelers  Barmakian  Jewelers  Unicorn  Jewelry  &  Fine  Gifts 

941  388  3711  508  872  5454  858  487  6454 
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MASERATI 


EXCELLENCE  THROUGH  PASSION 


A  Dream  Car  for  the  Real  World 


THE  OUATTROPORTE  AUTOMATIC 


Finally,  the  dream  becomes  reality.  "Seriously  smooth,"  "A  supercar  disguised  as  a  glamorous  sedan,"  and  according  to  Top  Gear  magazine, 
"The  finest  automatic  offered  any-where."  Why?  The  new  Ouattroporte  Automatic  delivers  engineering  innovation  equally  at  home  on 
Fifth  Avenue  as  the  Nurburgring — it's  the  highest-revving  automatic  transmission  available,  designed  to  perfectly 
harness  the  Ouattroporte's  400  hp  Ferrari-engineered  V8.  It's  also  the  only  automatic  luxury  sedan  configured 
with  a  rearward  weight  bias  for  superior  traction  and  handling.  But  the  dream  doesn't  end  there — the  2007 
Ouattroporte  features  a  new  braking  system  so  powerful  that  it  surpasses  not  only  competing  sedans,  but 
many  of  the  world's  most  exotic  sports  cars  as  well.  The  newest  Ouattroporte  even  delivers  10%  better  fuel 
efficiency  without  sacrificing  its  legendary  performance  attributes.  Priced  from  $110,600*  To  experience  the 
dream,  visit  your  local  authorized  Maserati  dealer  today,  or  call  1-877-MY-MASERATI.  maseratiamerica.com/qpfb 


-92007  Maserati  North  America.  All  rights  reserved.  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 
'Standard  Ouattroporte.  Car  shown  with  optional  automatic  transmission  and  19"  wheels.  Excludes  dealer  prep,  transportation  and  taxes. 


Current  Events 


By  David  Malpass,  Chief  economist, 
Bear  Stearns  &  Co.  Inc. 


Washington:  Out  of  Tune  With  Growth 


AS  THE  U.S.  ECONOMY  SLOWS  IN  COMING  MONTHS  THE  FOCUS 
of  markets  and  voters  will  likely  shift  to  recovery — how  to  get 
back  to  a  strong  growth  trend.  Unfortunately,  Washington  seems 
increasingly  out  of  tune  with  growth.  We're  poised  to  deepen 
what  could  be  a  sharp  2008  slowdown  with  a  weak  dollar,  tax 
increases  and  protectionism,  the  opposite  of  the  growth  policies 
that  are  working  abroad  and  have  worked  here  in  the  past. 

The  time-tested  path  to  recovery  is  through  sounder  money, 
lower  tax  rates,  freer  trade  and  tighter  restraints  on  government 
expansion.  As  Britain's  economy  slouched  through  the  1960s,  an 
investing  watchword  emerged:  "It's  never  too  late  to  short  the 
pound."  Some  fear  this  now  applies  to  the  dollar.  Margaret 
Thatcher  reversed  Britain's  devastating  decline  with  tax  cuts,  dereg- 
ulation and  a  policy  of  sound  money,  which  was  exactly  how 
Ronald  Reagan  fought  off  the  weak-dollar  malaise  of  the  1970s. 

In  mid- 1993  China's  Vice  Premier,  Zhu  Rongji,  chose  sound 
money  to  break  China  out  of  the  inflationary  economic  depres- 
sion surrounding  the  Tiananmen  Square  debacle.  He  replaced  the 
black  market  currency  with  a  stable  yuan  to  stop  high  inflation  and 
food  hoarding.  Sound  money  in  conjunction  with  price  decontrols 
and  tax  cuts  in  rural  areas  have  brought  1 5  years  of  very  fast  growth, 
policies  that  could  work  almost  as  well  in  Latin  America  and  parts 
of  Africa  if  the  U.S.  and  the  IMF  stopped  discouraging  them. 

When  Vladimir  Putin  replaced  Boris  Yeltsin  as  Russia's  autocrat, 
amid  economic  chaos  on  the  last  day  of  1999,  one  of  his  first  eco- 
nomic steps  was  to  stabilize  the  ruble.  His  government  then  adopted 
a  flat-rate  income  tax,  ending  Russias  days  as  an  economic  basket  case. 

The  path  to  economic  recovery  is  staring  the  US.  in  the  face: 
Put  a  high  priority  on  a  strong  and  stable  dollar,  cut  high  tax  rates 
and  restrain  Washington's  economic  expansionism. 

Supersonic  Capabilities  but  Engine  Rattles 

If  the  economy  slows,  we  should  be  looking  for  problems  in  the  en- 
gines of  growth — labor,  capital  formation  and  innovation.  We  know 
we're  riding  in  a  championship  flying  machine  that's  capable  of  going 
supersonic  when  allowed  But  we  don't  have  to  look  far  for  engine  rat- 
tles: a  mountainous  tax  code,  dollar  weakness  and  constant  lawsuits. 

Nowhere  else  do  so  many  middle-income  people  have  to  hire 
so  many  tax  preparers.  Our  corporate  tax  rates  are  second  highest 
in  the  developed  world,  penalizing  job  creation  and  investment. 
Washington  levies  heavy  income  taxes  on  Americans  working 
abroad,  discouraging  precisely  the  skill  mix  we  need  most. 

The  capital  gains  tax,  a  critical  determinant  of  asset  values, 
was  lowered  to  15%  in  2003,  causing  the  predictable  stock  and 


housing  market  booms.  But  it's  not  indexed  for  inflation.  And  it's 
already  scheduled  to  go  up  by  a  third  in  201 1,  with  Democratic 
presidential  candidates  proposing  even  bigger  and  earlier  rate 
hikes.  As  the  housing  crisis  deepens,  we  should  be  lowering  or 
inflation -indexing  capital  gains  taxation  to  increase  asset  values. 

The  uncertainty  in  US.  tax  rates  and  the  scheduled  tax  rate 
increases  have  been  reason  enough  for  investors  to  prefer  foreign 
investments.  While  many  other  countries  are  making  clear  their 
plans  and  techniques  to  cut  rates,  the  2007  Washington  tax  debate 
was  solely  about  which  taxes  should  be  increased  in  order  to  get 
Congress  to  stop  other  taxes,  such  as  the  AMT,  from  going  up. 

Shrinking  Dollar  Means  Less  Investing  in  U.S. 

As  the  weak-dollar  trend  embedded  itself  during  the  Fed's 
ultralow  interest  rate  days  in  2003-05,  corporate  investment  plans 
shifted  abroad.  While  the  economic  establishment  still  seems  to 
think  that  investors  like  weak  currencies  so  they  can  buy  on  the 
cheap,  experience  shows  clearly  that  global  investors  are  heavily 
growth-  and  momentum-oriented.  They  know  that  "cheap"  often 
gets  "cheaper."  Instead,  they  bought  Japan  in  the  1980s,  when  the 
yen  was  strengthening,  and  the  U.S.  in  the  strong-dollar  1990s. 
Now  they're  buying  and  investing  in  Europe,  China  and  other 
emerging  markets  more  than  in  the  U.S.  Investors  want  to  buy 
and  use  strong  and  stable  currencies,  not  weakening  ones. 

Dollar  weakness  has  the  added  risk  of  building  foreign  wealth 
faster  than  U.S.  wealth.  The  hot  topic  at  international  finance 
gatherings  these  days  is  how  to  keep  the  trillions  of  weak  dollars 
amassed  in  Asia  and  the  oil  exporters  (Russia,  Saudi  Arabia, 
Venezuela,  etc.)  from  shifting  the  world's  economic  direction 
away  from  market-oriented  private-sector  growth. 

Much  of  the  world  has  used  the  opportunity  provided  by  the 
2003-05  flood  of  Greenspan  dollars  to  increase  the  soundness  of 
their  monetary  systems,  create  permanently  lower  tax  rates  and,  for 
some,  fund  their  social  security  systems.  Think  how  much  more 
Americans  would  be  worth  if  beginning  in  2005  they  had  been 
allowed  to  invest  some  of  their  Social  Security  payments  in  per- 
sonal retirement  accounts  instead  of  having  Washington  spend  it. 

The  waning  days  of  the  global  boom  find  the  U.S.  with  a  weak 
dollar  pumping  up  prices  and  discouraging  investment  here,  an  un- 
workable tax  system  studded  with  rate  increases,  and  government 
processes  bent  on  expanding  federal  power  rather  than  limiting  it. 
The  2008  election  offers  a  chance  for  Washington  to  get  back  in 
tune  with  growth,  but  for  now  Washington's  processes  are  stacked 
against  a  quick  economic  recovery.  F 
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Samsung  is  leading  the  way  in  mobile  communications  with  Mobile 
WiMAX,  a  next-generation  technology  designed  to  make  wireless 
broadband  services  as  ubiquitous  as  wireless  voice.  So  you  can  keep 
up  with  just  about  anything  while  on  the  go. 


Digital  Rules 

By  Rich  Karlgaard,  publisher 


How  Fast  Can  You  Learn? 


TECHNOLOGY  IS  HOT,  BUT  HOW  LONG  THIS  HAPPY  INVESTMENT 
cycle  will  last  is  anyone's  guess.  It  ended  badly  last  time.  It  may  do  so 
again.  Don't  ask  me.  Ask  a  great  market  timer  like  Ken  Fisher.  It's 
enough  to  know  that  technology  investment  cycles  can  be  dramatic. 

The  progress  of  technology  is  dramatic,  too,  but  not  cyclical. 
It's  a  predictable  path.  For  performance,  the  path  goes  right  and 
up.  For  cost,  the  path  goes  right  and  down.  The  popular  Apple 
iPod  comes  with  a  160-gigabyte  hard  disk.  Ten  years  ago  that 
amount  of  storage  would  have  cost  five  figures  and  20  years  ago 
seven  figures — one  steep  slope. 

Such  a  slope  over  even  a  few  years  causes  inflection  points, 
wild  disruptions  and,  sometimes,  an  earthquake  that  leaves  per- 
manent change.  We  live  now  in  the  early  years  of  a  new  era  of 
cheap  tech  products,  affordable  around  the  world. 

From  the  1960s  through  the  early  1990s  nearly  all  of  the  neat 
digital  technologies  appeared  first  in  the  workplace.  Only  the  best- 
funded  organizations  could  afford  the  costly  early  computers, 
copy  and  facsimile  machines,  cell  phones  and  design  and  publish- 
ing software.  As  predicted,  the  prices  of  these  items  fell  rapidly. 
Soon  they'd  plunge  to  a  point  low  enough  for  affluent  consumers 
to  buy  them.  Then  the  middle  class,  then  students  and  so  on. 

But  today's  chips,  storage,  displays  and  connections  have 
become  so  cheap  that  the  coolest  products  are  pitched  first  to 
consumers  worldwide.  Only  later  do  these  technologies  make 
their  way  into  the  workplace.  Then  all  hell  breaks  loose  as  large 
organizations  decide  how,  or  whether,  to  let  these  products  into 
the  workplace.  What  a  stunning  change. 

The  Web  was  first  embraced  by  individuals,  not  organiza- 
tions. Ditto  for  search  engines  such  as  Yahoo  and  Google.  It  was 
early-adopting  (often  young)  employees,  not  the  IT  departments, 
who  brought  the  Palm  Treo,  the  BlackBerry  and  now  the  Apple 
iPhone  into  their  organizations,  forcing  change.  Wi-Fi  was  con- 
sumer led.  Wikis  were  consumer  led.  Now  come  social  networks 
such  as  MySpace,  Linkedln  and  Facebook. 

(Take  the  Facebook  plunge,  if  you  haven't.  You'll  be  surprised 
at  the  number  of  CEOs  and  financiers  on  the  site.  Even  magazine 
publishers:  Heck,  I  promise  to  be  your  friend,  if  asked.) 

Joy's  Law  and  the  Talent  Explosion 

"No  matter  who  you  are,  most  of  the  smartest  people  work  for 
someone  else."  Say  again?  What  organizational  leader  will  admit 
he  can't  hire  the  smartest  people  in  the  world? 

This  provocative  statement  was  first  made  by  Sun  Microsys- 
tems' Bill  Joy  in  1990.  Joy  was  always  the  freethinker  of  Sun's 
founding  quartet.  Few  took  him  seriously.  His  argument,  aimed 
at  Microsoft— because  Bill  Gates  liked  to  think  of  Microsoft  as  an 


IQ  monopolist — was  a  rationale  for  open-systems  computer  and 
software  architecture.  It's  better,  Joy  said,  to  create  an  ecology  that 
gets  all  the  worlds  smartest  people  toiling  in  your  garden  for  your 
goals.  If  you  rely  solely  on  your  own  employees,  you'll  never  solve 
all  your  customers'  needs. 

What  Joy  said  in  1990  is  unimaginably  truer  and  more  pow- 
erful in  2007.  In  1990  the  average  PC  cost  $2,000  (or  about 
$4,000  in  denuded  Bernanke  Bucks).  There  was  no  World  Wide 
Web  available  to  the  average  Smith,  Chin  or  Singh  in  1990.  Not 
that  the  Web  would  have  mattered  much;  dial-up  lines  ran  at  a 
very  slow  28.8  kilobits  per  second. 

Now  a  billion  people — hundreds  of  millions  of  diem  smart  and 
capable — are  plugged  into  the  grid  at  megabit  speeds.  The  plugged- 
in  population  will  double  in  five  years.  Your  job,  as  a  leader  of  an 
organization,  is  to  tap  into  this  mass  of  innovators,  investors  and 
consumers.  Your  job  is  to  enlist  as  many  smart  people  as  you  can 
to  pull  your  company  in  the  direction  you  want  it  to  go.  Your  job 
is  to  learn  and  adapt  as  fast  as  the  digital  networks  will  let  you. 

Can  you? 

The  Power  of  One,  the  Wisdom  of  Many 

The  early  success  stories  are  out  there.  Wikipedia,  apart  from 
contemporary  politics,  has  been  shown  to  be  almost  as  accurate 
as  the  Encyclopaedia  Britannica.  Fast-growing  Cirrus  Design 
magnifies  the  power  of  its  R&D  by  listening  to  the  praises  and 
rants  of  its  2,500-plus  airplane  owners  in  the  Cirrus  Owners  & 
Pilots  Association.  Cirrus  adopts  the  pilots'  tips  and  thereby 
improves  its  new  airplanes  faster  than  the  competition.  Procter 
&  Gamble,  Eli  Lilly  and  Colgate-Palmolive  offer  cash  prizes  for 
good  ideas  at  InnoCentive,  an  online  business.  Colgate  wanted  a 
more  efficient  way  to  inject  fluoride  into  toothpaste.  It  posted  the 
problem  and  awarded  $25,000  to  a  Canadian  engineer. 

Note  what  Colgate's  InnoCentive  example  is  not:  It  is  not  the 
wisdom  of  crowds.  It  is  finding  one  smart  person  on  the  outside. 

If  collective  wisdom  is  what  you  want,  Joy's  Law  covers  that, 
too.  Here's  a  great  idea  from  Gary  Hamel  in  his  new  book,  The 
Future  of  Management.  Why  not  create  a  prediction  market  and 
let  your  employees,  suppliers  and  customers  buy  "shares"  in  new 
product  offerings?  Why  let  just  your  CEO  or  marketing  VP 
decide  which  new  products  to  launch?  Prediction  markets 
repeatedly  beat  the  experts  and  polls  in  elections.  Can  they  do 
the  same  for  new  products?  Who  is  willing  to  try? 

More  germane  to  our  day,  who  dares  not  to  try?  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 


NOVEMBER  26,  2007  FORBES 


31 


The  Laugher  Curve? 

Bucking  conservative  orthodoxy,  two  uc,  Berkeley  econom- 
ics professors  suggest  in  a  new  study  that  lower  taxes  do 
not  in  fact  curb  government  spending.  Christina  D.  Romer 
and  David  H.  Romer  write  that  the  big  federal  tax  cuts  in 
1948,  1964,  1981,  2001  and  2003  tended  to  be  followed  by 
spending  increases  and,  within  a  few  years,  tax  increases. 
They  call  their  findings  consistent  with  the  "shared  fiscal 
irresponsibility"  theory,  which  holds  that  neither  tax-cutters 
nor  spenders  care  about  deficits.  Noteworthy  conclusion: 
"No  evidence  of  a  starve  the  beast  effect."  — W.P.B. 


INFORMER@FORBES.COM 

Stock  on  a  Hot  Tin  Roof 

Shares  of  House  of  Taylor 
Jewelry  have  fallen  92%  since 
mid-2005  when  actress 
Elizabeth  Taylor  and  model 
Kathy  Ireland  obtained 
control  via  a  reverse  merger. 
The  West  Hollywood  com- 
pany recentiy  traded  at  60 
cents,  a  $29  million  market 
cap  compared  with  $279  mil- 
lion two  years  ago.  The  firm 

markets  higher-end  jewelry 
Kathy  Ireland  and  Elizabeth  Taylor.  ,         ,       ,     r  . 

under  the  brands  ot  the  two 

glamorous,  well-known  celebrities,  who  don't  sit  on  its  board. 
Latest  financials,  for  the  half-year  to  June,  show  $9  million  in  sales, 
up  140%,  but  also  a  rising  $3  million  in  losses  and  far  more  long- 
term  debt  than  equity.  Filings  describe  convoluted  capital 
refinancings,  including  one  last  month  in  which  the  exercise  price 
of  warrants,  or  long-term  options,  held  by  Taylor,  75,  was  reduced 
from  $5  a  share  to  95  cents.  She  now  has  a  35.1%  stake,  with  an- 
other 15.4%  held  by  Ireland,  44.  The  headquarters  phone  directory 
has  only  18  employees.  Corporate  comment  was  not  forthcoming. 
The  sagging  share  price  just  prompted  a  regulatory  warning  about 
a  future  delisting.  —  William  P.  Barrett 

Camelot  Was  Never  Like  This 

In  1996  Florida  physician  Kerry  S.  Lane  paid  $5,000  toward  buy- 
ing and  fixing  up  for  resale  a  sailboat  named  Flash  II  once  owned 
by  President  John  F.  Kennedy  Lane  eventually  threw  in  $70,000 
more.  But  another  investor,  who  had  anted  up  $15,000,  was  a 
marijuana  trafficker.  Even  though  Flash  II  wasn't  used  for  such 
transport,  federal  authorities  later  seized  the  1930-vintage  boat, 
arguing  it  represented  proceeds  of  a  crime,  and  sold  the  craft  at 
auction  in  2005  for  $100,000.  But  after  a  lengthy  legal  battle 
Boston  federal  judge  William  G.  Young  just  ruled  for  Lane,  deep- 
sixing  the  forfeiture  claim  because  legal  investor  money  like 
Lane's  had  been  commingled  with  illegal  drug  loot.  The  judge 
ordered  Lane  be  paid  his  share  of  the  $100,000.—  Asher  Hawkins 


IRS:  We  Love  Paperwork 

After  six  years  of  study — and  despite  an  initial  push  by  then 
Internal  Revenue  Service  commissioner  Charles  O.  Rossotti — the 
agency  has  decided  against  changing  rules  for  certain  charitable 
trusts  that  require  filing  of  as  many  as  three  returns  with  largely 
duplicative  information.  Rossotti  himself  had  called  for  the 
review  in  2001  after  being  queried  by  estate  lawyer  Frank  Berall 
at  an  attorneys  forum  and  confessing  he,  too,  couldn't  understand 
why  he  needed  two  returns  for  his  own  charitable  remainder 
trust.  Some  106,000  taxpayers  with  such  trusts  filed  at  least  two 
of  the  returns  in  2004.  But  IRS  bureaucrats  raised  all  kinds  of 
objections,  ultimately  concluding  that  fashioning  a  single  form 
would  "increase  ...  complexity."  — Ashlea  Ebeling 

Heir  Cut 

Once  again  California  seems  to  be  leading  the  way  with  a  new 
governmental  trend:  regulation  of  inheritance  financing  companies. 
This  industry,  which  arose  in  the  1990s  and  still  seems  centered 
in  the  Golden  State,  advances  immediate  money  to  heirs  involved 
in  probate  in  exchange  for  their  rights  to  the  eventual  bequest.  A 
recent  California  law  requires  solid  disclosures  about  fees  and  puts 
restrictions  on  the  firms,  which  sport  names  like  Heir  Advance  Co. 
and  Inheritance  Funding  Co.  In  the  absence  of  fraud,  that  law  also 
absolves  heirs  of  liability  should  the  ultimate  inheritance  come  up 
short.  It's  a  form  of  factoring,  with  the  companies  discounting  their 
quick  payouts  for,  among  other  things,  how  long  they  think  the 
probate  will  last.  —Janet  Novack 


■ 


Practicing  Criminal  Law  

A  company's  top  attorney  can  personally  run  afoul  of  the  penal  code.  — J.N.  and  W.P.B. 


GENERAL  COUNSEL  |  LOCATION 

ALLEGATIONS  THAT  LED  TO  CONVICTION  INCLUDED  ... 

SENTENCE 

Kevin  Heron  |  Philadelphia,  Pa. 

trading  on  Amkor  Technology  inside  information 

pending  I 

Mark  Kipnis  |  Chicago,  III. 

helping  Conrad  Black  swindle  Hollinger  Int'l 

pending 

John  Nadolny  |  Concord,  N.H. 

faking  documents  for  Pan  American  Airways 

6  months  ■ 

Kenneth  Selterman  |  New  York,  N.Y. 

giving  regulators  false  info  about  Take-Two 

probation 

William  F.  Sorin  |  Brooklyn,  N.Y. 

backdating  options  at  Comverse  Technology 

1  year 

Charles  B.  Spandoni  |  New  Haven,  Conn,  frustrating  bribery  probe  at  Triumph  Capital  Group 

3  years 

Howard  Udell  |  Abingdon,  Va. 

calling  OxyContin  safe  for  Purdue  Pharma 

probation 
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On  My  Mind  

By  Jerry  Taylor  and  Peter  Van  Doren,  senior  fellows  at  the  Cato  Institute. 


Hooked  on  Subsidies 

Why  conservatives  should  join  the  left's  campaign  against  nuclear  power. 


when  it  comes  to  politics,  we 

don't  often  find  ourselves  in  agree- 
ment with  Bonnie  Raitt  or  Graham 
Nash.  But  now  that  they  are  cam- 
paigning against  new  nuclear  plants, 
they're  our  friends.  Raitt,  Nash,  the 
Indigo  Girls  and  other  vocal  rockers 
are  attacking  a  provision  in  pending 
Senate  legislation  that  would  award 
what  they  call  "massively  expensive 
loan  guarantees — potentially  a  virtual 
blank  check  from  taxpayers"  for  nu- 
clear power  plant  construction. 

Even  without  the  new  legisla- 
tion there's  plenty  of  federal  money 
being  doled  out.  In  September  NRG 
Energy,  an  energy  wholesaler  in 
Princeton,  N.J.,  applied  to  the 
Nuclear  Regulatory  Commission 
for  a  license  to  build  and  operate  a 
two-reactor  nuclear  plant  near  Bay 
City,  Tex.  The  NRC  is  expecting  19 
similar  applications  in  the  next  18 
months.  If  approved,  they  will  be 
eligible  for  loan  guarantees  under 
the  Energy  Policy  Act  of  2005. 

Pro-nuclear  groups  herald  the  coming  flood  of  applications 
as  proof  that  nuclear  energy  makes  economic  sense.  Nonsense. 
The  only  reason  investors  are  interested:  government  handouts. 
Absent  those  subsidies,  investor  interest  would  be  zero. 

A  cold-blooded  examination  of  the  industry's  numbers  bears 
this  out.  Tufts  economist  Gilbert  Metcalf  concludes  that  the  total 
cost  of  juice  from  a  new  nuclear  plant  today  is  4.31  cents  per  kilo- 
watt-hour. That's  far  more  than  electricity  from  a  conventional 
coal-fired  plant  (3.53  cents)  or  "clean  coal"  plant  (3.55  cents). 
When  he  takes  away  everyone's  tax  subsidies,  however,  Metcalf 
finds  that  nuclear  power  is  even  less  competitive  (5.94  cents  per 
kwh  versus  3.79  cents  and  4.37  cents,  respectively). 

Nuclear  energy  investments  are  riskier  than  investments  in 
coal-  or  gas-fired  electricity.  High  upfront  costs  and  long 
construction  times  mean  investors  have  to  wait  years  to  get  their 
money  back.  The  problem  here  is  not  just  the  cost  per  watt, 
several  times  that  of  a  gas  plant,  but  the  fact  that  nuclear  plants 
are  big.  Result:  The  upfront  capital  investment  can  be  10  to  15 
times  as  great  as  for  a  small  gas-fired  turbine. 


The  only  reason  investors 
are  interested  in  nukes: 
government  handouts. 


A  nuclear  plant's  costs  are  not 
only  higher  but  more  uncertain. 
Investors  have  to  worry  that  com- 
pletion will  take  place  late — or 
never  (witness  the  abandonment  of 
the  reactor  at  Shoreham,  N.Y.). 
Accordingly,  nuclear  power  would 
have  to  be  substantially  cheaper 
than  coal-  or  gas- fired  power  to  get 
orders  in  a  free  market. 

So  why  does  NRG  want  to  build 
a  nuclear  plant  in  Texas?  Two  factors 
are  in  play.  First,  the  license  costs  a 
relatively  small  amount  compared 
with  the  cost  of  construction.  Second, 
the  federal  government  would  guar- 
antee up  to  100%  of  the  $6.5  billion 
to  $8.5  billion  NRG  might  borrow 
from  capital  markets  (as  long  as  it 
doesn't  exceed  80%  of  the  project 
cost).  Without  such  guarantees  no 
investor  would  lend  significant 
amounts  of  capital  to  NRG. 

How  do  France  (and  India, 
China  and  Russia)  build  cost- 
effective  nuclear  power  plants?  They  don't.  Governmental  offi- 
cials in  those  countries,  not  private  investors,  decide  what  is  built. 
Nuclear  power  appeals  to  state  planners,  not  market  actors. 

The  only  nuclear  plant  built  in  a  liberalized-energy  economy 
in  the  last  decade  was  one  ordered  in  Finland  in  2004.  The 
Finnish  plant  was  built  on  60-year  purchase  contracts  signed  by 
electricity  buyers,  by  a  firm  (the  French  Areva)  that  scarcely 
seems  to  be  making  good  money  on  the  deal. 

What,  then,  should  government  do  to  overcome  nuclear's 
economic  problems?  Absolutely  nothing.  There  is  no  more  to  the 
right-wing  case  for  nuclear  subsidies  than  there  is  to  the  left-wing 
case  for  solar  subsidies. 

If  the  permitting  process  is  broken,  then  by  all  means  fix  it.  If 
plant  safety  regulations  are.  excessive,  then  by  all  means  reform 
them.  If  greenhouse  gas  emissions  prove  to  be  a  problem,  then 
impose  a  reasonable  carbon  tax  across  the  board.  But  once  those 
tasks  are  complete,  the  role  for  government  ends. 

We  like  nuclear  power  as  much  as  anyone  else  on  the  right. 
But  friends  don't  let  friends  get  hooked  on  subsidies.  We're  glad 
to  see  Raitt  and  her  rocker  compadres  agree.  F 
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Heads  Up 


Crowd  Control 


1  HEN  ALBERT  GORE  III 
was  arrested  for  clocking 
lOOmph  with  drugs 
inside  his  Toyota  Prius 
on  July  4,  the  news 
traveled  quickly  among  hybrid  owners  on  the 
Internet.  Noting  the  interest,  Bruce  Ertmann, 
corporate  manager  of  consumer-generated 
media  at  Toyota  Motor  Sales,  couldn't  resist 
the  opportunity  to  make  a  sales  pitch.  "For 
those  of  you  who  thought  buying  a  Prius 
meant  giving  up  the  chance  to  hit  the  open 
road  and  let  it  all  hang  out,  it  seems  Al  Gore 
III  has  proved  you 
wrong,"  Ertmann  wrote 
on  a  blog  he  created  in 
June  for  Toyota.  Before 
signing  off,  he  linked  his 
post  to  a  photo  of  the 
son  of  former  Vice 
President  Al  Gore 
leaving  the  Orange 
County  jail  in  Santa 
Ana,  Calif. 

A  tricky  business 
here,  using  the  misfor- 
tune of  a  celebrity  to 
plug  a  product.  But  the 
rules  are  different  in 
blogdom  than  in  other 
public  space. 

Toyota  is  among  a 
number  of  marketers 
that  are  doing  more  than 
just  eavesdropping  on 
what  is  being  said  about 
their  companies  and 
their  brands  online:  They  are  tapping 
company  insiders,  like  Ertmann,  to  host 
and  jump  in  on  Internet  chatfests  held  on 
blogs,  message  boards,  social  networks 
and  product-review  sites.  By  using 
friendly  but  authoritative  online  reps  who 
identify  themselves  as  company  brass, 
these  marketers  hope  to  make  a  sale — or 
at  least  a  sales  pitch.  Often,  the  execs  end 
up  trolling  the  Internet  for  rumormon- 
gering and  negative  chatter  so  they  can 
steer  the  conversation  in  a  more  positive 
direction. 


GlaxoSmithkline  executives  believe 
that  anticipating  negative  Web  buzz 
around  Alii,  the  over-the-counter  diet 
drug  it  introduced  in  June,  helped  it 
control  the  conversation  about  the  drug 
and  its  embarrassing  side  effects.  It  started 
early:  Five  months  before  GSK  launched 
the  drug,  which  works  by  interfering 
with  the  body's  ability  to  absorb  fat  in 
food,  GSK  gave  400  men  and  women 
samples  and  urged  them  to  blog  about 
their  experiences — 
good  and  bad.  Sam- 


gerly  refers  to  the  unfortunate  treatment 
effect,  a  dietician  jumps  in  and  reminds  them 
to  cut  back  on  their  fat  intake.  And  when  a 
rival  made  a  commercial  that  poked  fun  of 
Alli's  downside,  GSK  created  a  link  to  the  spot 
to  join  in  on  the  joke. 

Sometimes  a  crisis  forces  a  company  to 
address  its  public  online.  Kryptonite,  a  bike 
lock  manufacturer  in  Canton,  Mass.,  paid 
little  attention  to  the  Internet  until  2004, 
when  a  San  Francisco  cyclist  figured  out 


Thanks  to  the  Web,  everyone's  a 
critic.  And  marketers  are  starting 
to  manipulate  the  chatfest. 


Now,  that's  service: 
Comcast  takes 
online  critics  more 
seriously  since  a 
technician  was 
caught  snoozing  in 
a  customer's  house. 


-  IRVS  SHEET:  Toyota  Leads  U.S.  Car  Sales:  Tundra  Ro 
Main  |  Karmic  Flow:  At  Toyota.  Customer  Care  Start 
the  Too  - 


piers  who  experienced  uncontrolled 
bowel  movements  wrote  about  them  but 
also  noted  that  they  suffered  only  after 
overindulging  on  fats.  The  subtle  message: 
The  side  effect  wasn't  all  bad;  it  might 
inspire  customers  to  improve  their  diets. 
(In  this  respect  it  would  work  like  Anta- 
buse does  on  alcohol  consumption.) 

Now  that  Alii  is  on  the  market  and  a  hit- 
sales  totaled  $150  million  through  early  Oc- 
tober— GSK  has  eight  dieticians  monitoring 
its  Alii  blog  and  other  Web  postings.  When 
users  complain  of  "TE,"  as  the  company  gin- 


Spinning  on  the  Web:  In  reporting 
Al  Gore  Ill's  speeding  incident,  Toyota 
notes  that  its  Prius  hybrid  has  pep. 


how  to  pop  open  his  U-shaped  lock  by 
mashing  the  empty  barrel  of  a  ball  point 
pen  into  its  keyhole.  He  wasted  no  time 
posting  his  discovery,  with  an  instructional 
video,  online. 

Kryptonite  didn't  have  a  blog  and  had 
rarely  interacted  with  bike  enthusiasts 
online,  so  its  only  recourse  was  to  post 
information  on  its  Web  site.  The  com- 
pany created  a  voluntary  lock  exchange 
program  and  replaced  400,000  locks  in 
21  countries  for  free.  Kryptonite  also  had 
to  redesign  the  equivalent  of  nine  years' 
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worth  of  new  products  in  ten  months. 

Since  then  Kryptonite  has  gotten  serious 
about  tracking  chatter  about  its  brands.  It  uses 
Technorati,  a  search  service  that  tracks  111 
million  blogs,  to  find  relevant  conversations. 
This  year  the  company  also  created  a  blog, 
and  its  marketing  manager,  Donna  Tocci, 
participates  in  a  monthly  bike-industry 
podcast.  "Were  in  the  forums  constantly, 
chatting  with  other  bloggers,"  Tocci  says.  "It's 
scary  to  lose  control." 

Companies  with  image  problems  are  still 
powerless  to  prevent  a  certain  amount  of 
brand  bashing.  Twenty-two  minutes  after  a 
disgrunded  Comcast  subscriber 
posted  a  video  of  a  service  tech- 
nician snoozing  on  the 
customers  couch  during  a 
service  call  last  year,  the 
cable  giant  knew  about  it. 
It  tried  to  control  the 
damage  by  defending  its 
commitment  to  customer 


Bike  trick:  A  San 
Francisco  cyclist 
demonstrates  how 
to  pick  a  Kryptonite 
U-Lock  with  a  ball- 
point pen  in  an 
online  video.  The 
company  had  to 
redesign  the  product. 


service  on  forums  where  folks  were  talking 
about  the  video.  It  apologized  to  the  ama- 
teur videographer  and  fired  the  technician. 
But  there's  no  stopping  a  YouTube  hit;  the 
sleeping  tech  video  has  been  viewed  a 
million  times. 

Comcast  uses  Nielsen  BuzzMetrics,  a 
firm  that  scours  blogs,  message  boards 
and  other  Internet  hangouts  for  conversa- 
tions about  clients.  It's  also  reacting  more 
quickly  to  critics,  says  D'Arcy  Rudnay, 
Comcast's  p.r  exec.  The  company  is  now 
willing  to  confront  Comcast  haters  online 
to  try  to  correct  misinformation.  But  how 
to  react  when  called  a  "greedy,  arrogant 
corporate  monstrosity"  on  a  site  like 
comcastmustdie.com?  There's  still  a  lot  of 


hand-wringing  inside  the  company  about 
interacting  with  hostile  customers  in  a 
public  forum.  "It's  hard  to  know  when  to 
try  and  defuse  a  situation  and  when  to 
wait  and  hope  it  passes,"  says  Rudnay. 
"Every  month  I  feel  like  I  learn  something 
new  about  social  networking." 

Seth  Godin,  a  marketing  commentator, 
says  companies  that  force  executives  who 
aren't  among  top  management  to  interact 
with  consumers  and  answer  for  company 
problems  are  keeping  consumers  at  a  dis- 
tance. "If  you  want  a  tribe,  then  the  chief  has 
to  be  a  member  of  the  tribe,"  says  Godin, 
whose  book  Meatball  Sundae: 
Is  Your  Marketing  out  of  Sync? 
(due  out  in  December)  talks 
about  how  big  companies 
often  bungle  communication 
on  the  Web. 

One  risk  is  that  con- 
sumers will  gripe  about  the 
monitoring  and  massaging 
of  discussions  by  corporate 
henchmen.  Whole  Foods 
looked  shabby  earlier  this 
year  when  Chief  Executive 
John  Mackey,  writing 
anonymously  as  "rahodeb," 
was  exposed  for  question- 
ing why  anyone  would  buy 
stock  in  Wild  Oats  online 
at  the  same  time  his 
company  was  preparing  to 
acquire  its  rival. 

Executives  who  are  as- 
signed to  look  for  and  react 
to  online  critics  are  aware  that 
they,  too,  are  being  watched.  At  Toyota 
Ertmanns  unedited  online  ramblings  occa- 
sionally make  higher-ups  uneasy.  He  recalls 
that  when  responding  to  a  recent  online  post 
by  a  Scion  owner  who  had  concerns  about 
the  car,  he  tried  to  reassure  the  poster  by 
saying  the  car  was  "safe."  Ertmann  got  a  call 
from  a  jittery  Toyota  lawyer  who  explained 
that  Ertmanns  posting  could  be  used  against 
Toyota  in  a  lawsuit. 

But  even  with  top  management  watch- 
ing him,  Ertmann  believes  having  real- 
time conversations  with  consumers  on  the 
Internet  pays  off.  Says  he:  "There's  value  in 
being  totally  authentic  and  transparent,  as 
much  as  it  hurts  sometimes." 

— Helen  Coster 
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Follow-Through 


Vacancy:  Morgans'  ex-chief  Edward  Scheetz. 


SEPTEMBER  3,  2007 

What 

Happens  In 
Vegas ... 

"I'm  not  much  of  a  gambler," 
Edward  Scheetz  told  FORBES 
in  a  Las  Vegas  interview  at  the 
Hard  Rock  Hotel.  At  the  time, 
Scheetz,  then  chief  of  Morgans 
Hotel  Group,  was  undertaking 
an  ambitious  plan  to  double 
the  size  of  Morgans,  which 
owns  a  stake  in  Hard  Rock 
and  nine  other  boutique  hotel 
brands,  to  6,570  rooms. 

It  seems  Scheetz  has  other 
vices.  In  mid-September  Morgans  announced  he  was  leaving  for  personal  rea- 
sons. Two  weeks  later  news  broke  that  Michelle  Hatchel,  23,  had  died  in  Scheetz's 
Las  Vegas  condo  of  a  cocaine  and  oxycodone  overdose.  The  New  York  Post  pub- 
lished portions  of  Scheetz's  frantic  91 1  call  and  also  text  messages  that  Hatchel 
had  sent  to  friends  before  her  death  that  the  Post  said  it  got  from  Hatchel's  fam- 
ily, including,  "I  can't  believe  how  much  coke  he  does,  all  the  time,  all  day  long." 

Scheetz  has  not  been  charged  with  a  crime,  and  the  Las  Vegas  police 
department  says  the  case  is  closed.  Morgans  isn't  commenting. 

Morgans  has  since  appointed  board  member  Fred  J.  Kleisner,  a  40-year 
hotel  veteran  who  previously  ran  Wyndham  Hotels,  as  interim  chief.  Kleisner 
says  he  will  continue  the  expansion  plans  set  in  motion  by  Scheetz.  Morgans' 
stock  has  climbed  20%  since  our  story  to  $22.  — Dorothy  Pomerantz 

AUGUST  14,  2006 

Shoe  In 

Buy  the  shoes,  not  the  shares,  we  advised  last  year  in  a  piece  about  Crocs,  the 
ubiquitous  perforated  resin  clogs  we  suspected  were  a  passing  fad.  Though  the 
company  has  made  a  strong  showing  since,  third-quarter  sales,  announced  at 
the  end  of  October,  fell  short  of  expectations  and  sent  shares  down  37%  in  one 
day,  to  $48.  Nevertheless,  even  with  the  recent  slide,  the  stock  has  tripled  in  price 
since  our  story  ran.  Revenue  in  the  last  four  quarters  has  more  than  doubled  to 
$736  million,  thanks  to  Crocs'  popularity  in  Europe  and  Japan  and  to  new 
products  like  fake-fur-lined  clogs  for  winter  and  high  heels  with  the  comfort- 
able Crocs  footbed.  The  Niwot,  Colo,  company 
is  launching  an  apparel  line  made  from  fabric 
woven  with  its  Croslite  closed-cell  resin. 

Analysts  at  Wedbush 
^     Morgan  Secur- 
ities   and  at 
Piper  Jaffray 
still  insist  that 
■»      it's  a  growth 

stock. 
— Claire  Cain  Miller 
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FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  OCTOBER  28, 1922 

Rich  Men  in  Politics  "Go  into  Politics!" 

is  the  new  legend.  It  is  aimed  at  young  business 
and  professional  men,  at  the  scions  of  wealthy 
families,  and  at  the  middle-aged  men  who, 
having  made  their  fortunes,  balk  at  the 
prospect  of  devoting  the  rest  of  their  lives  to 
whanging  golf  balls.  The  great  American  sport 
will  no  longer  be  moneymaking. 

30  YEARS  AGO  IN  FORBES  |  MARCH  1, 1977 

FedEx  Evolution  Operations  at  Federal 

Express  started  in  April  1973.  In  the  beginning 
the  losses  were  horrendous;  in  the  first  26 
months  they  mounted  to  $29  million.  Federal 
was  falling  far  short  of  founder  Frederick 
Smith's  projections.  There  was  talk  of  kicking 
him  out.  Arthur  Bass,  Federal's  operating  man, 
a  pilot  and  airline  consultant,  gradually 
improved  the  delivery  schedules,  and  Federal 
began  to  come  out  of  its  tailspin.  By  last  fiscal 
year  revenues  hit  $75 
million,  and  the  com- 
pany Was  $3.6  million 
in  the  black.  Seldom  in 
history  had  a  company 
gone  from  nothing  to 
that  size  so  swiftly.  In 
this  fiscal  year,  ending 
May  31,  Federal  should 
make  $8  million  on  . 
$110  million  revenues. 

FedEx,  now  a  $36  bil- 
lion (sales)  company,  is  hiking  rates  6.9%. 

25  YEARS  AGO  IN  FORBES  |  MARCH  15, 1982 

Texas  Instruments  in  Midlife  Leg- 
endary companies  rarely  live  up  to  their  legends. 
They  also  never  seem  to  live  them  down.  Texas 
Instruments,  Inc.  was  undeniably  destined  for 
greatness  from  the  day  in  1954  when  a  laconic 
Ti  vice  president  stunned  an  engineers'  confer- 
ence in  Dayton,  Ohio  by  pulling  a  handful  of 
mass-produced  silicon  transistors  from  his  coat 
pocket.  The  Dallas  company  epitomized  the 
new  semiconductor  industry,  growing  rapidly, 
creating  new  markets  from  a  stream  of 
dazzling  technological  breakthroughs.  But 
then  the  legend  cracked.  The  U.S.  company 
that  created  and  dominated  the  market  for 
handheld  calculators  couldn't  withstand  the 
onslaught  of  foreign  competition. 

TI  announced  an  11%  earnings  surge,  though 
it  expects  slowing  chip  orders  will  mean  flat 
fourth-quarter  revenue. 
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Soak  the  Rich 

If  only  we  knew  who  they  were  |  By  Janet  Novack 


WHILE  CAMPAIGNING  FOR 
President  in  1992,  Bill 
Clinton  proposed  a  10% 
"millionaire  surtax"  on 
taxable  incomes  above 
$1  million  to  help  close  the  deficit.  Once  in 
office,  however,  he  pushed  through  that 
surtax  on  taxable  income  above  $250,000, 
taking  the  rate  up  to  39.6%.  At  the  time,  a 
Treasury  official  gamely  explained  that  most 
of  those  with  incomes  of  $250,000  and  up 
were  millionaires — in  terms  of  assets. 
Clinton  'defined  down  what  rich  was,"  says 
Leonard  Burman,  director  of  the  Tax  Policy 
Center. 

There's  a  reason  why  politicians  do  that: 
You  can't  balance  a  budget  on  the  shoulders 
of  plutocrats.  There  aren't  enough  of  them. 

Now  Democrats  in  Congress,  on  the 
Presidential  campaign  trail  and  in  a  few 


statehouses  are  talking  again  about  raising 
rates  for  the  rich  or  at  least  letting  President 
George  W.  Bush's  tax  cuts  for  them  expire 
at  the  end  of  2010.  Some  of  these  proposed 
increases  kick  in  as  low  as  $200,000  per  cou- 
ple—that's $135,000  in  1992  dollars.  Is  that 
rich?  Lots  of  folks  earning  $200,000  and 
living  in  Boston  or  San  Francisco  think  of 
themselves  as  upper  middle  class,  not  rich. 
In  2005,  5.8%  of  married  couples  filing 
jointly  nationwide  reported  adjusted  gross 
income  (that's  before  subtracting  itemized 
deductions  and  personal  exemptions)  of 
$200,000  or  more.  But  1 1%  in  Connecticut, 
10.3%  in  New  Jersey  and  9. 1%  in  Massachu- 
setts reported  income  above  that  level. 

So  who's  rich?  Depends  on  who's  defin- 
ing the  word.  As  a  general  rule,  a  rich  per- 
son is  someone  with  a  higher  income  than 
the  person  being  asked  A  woman  confronted 


Democratic  presidential  candidate  John 
Edwards  at  a  forum  in  August  in  Aspen,  Colo. 
A  self-described  populist,  she  told  Edwards, 
who  wants  to  roll  back  the  Bush  tax  cuts  for 
those  making  more  than  $200,000  to  help  pay 
for  expanded  health  insurance,  that  he 
should  target  those  earning  $1  million  and 
up  instead.  Making  $200,000  "in  some  com- 
munities in  the  East  Coast,  the  West  Coast" 
is  considered  middle  class  for  a  family  of  four, 
she  said.  "In  Aspen,  with  $200,000  you're 
poon'  she  added.  "I'm  not  touching  that  one," 
Edwards  joked  before  defending  the  $200,000 
cutoff  as  "about  the  right  place." 

In  October  Maryland's  Democratic  gov- 
ernor proposed  closing  a  looming  deficit  in 
part  by  raising  the  state's  4.75%  state  income 
tax  to  6%  on  income  exceeding  $200,000  (per 
couple).  But  the  liberal  Democratic  chief  of 
Maryland's  Montgomery  County  objected. 


ME  AND  MY  SECRETARY 

Warren  Buffett  is  challenging  Forbes  400 
members  to  fork  over  more  |  By  Matthew 

Warren  Buffett  has  been  up  on  his  soapbox  recently, 
railing  against  the  Bush  Administration's  tax  policy. 
America's  second-richest  man — whose  net  worth  now 
exceeds  $57  billion — pontificates  that  the  rich  have  lower  tax  rates 
than  the  middle  class.  It's  not  a  novel  argument  for  Buffett,  but 
he's  finding  new  ways  to  showcase  it. 

A  few  weeks  ago  he  told  Tom  Brokaw  of  NBC  News  that  he 
pays  less  tax,  as  a  percentage  of  his  taxable  income,  than  the  folks 
who  work  in  Berkshire  Hathaway's  home  office.  That's  because 
much  of  his  income  is  taxed  at  the  lower  dividends  and  capital 


gains  rate.  To  prove  his  claim,  the  Oracle  of  Omaha 
produced  a  memo  showing  that  he  had  $46.9  mil- 
lion in  taxable  income  in  2006  and  paid  just  18%  to 
the  Feds.  The  average  federal  tax  paid  by  Berkshire 
Miller       employees  was  nearly  double  Buffett's  rate,  at  33%. 
Their  salaries  range  from  $60,000  to  $750,000. 
Buffett  wants  to  take  the  argument  further.  He  says  he  will  bet 
any  Forbes  400  member  $1  million  (proceeds  to  charity)  that  the 
average  federal  tax  rate  (income  and  payroll)  paid  by  The  Forbes 
400  is  less  than  the  average  rate  of  their  secretaries  and 
receptionists.  "So  far  only  three  close  friends,  all  400  members, 
have  made  the  calculation  for  me,"  he  tells  FORBES  in  an  e-mail 
exchange.  "They  all  came  up  with  results  similar  to  mine  but  have 
no  interest  in  being  identified." 

While  we  couldn't  pin  down  many  other  Forbes  400  members 
to  a  real  million-dollar  wager,  some  did  speak  their  minds. 
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Surprise,  his  county  happens  to  be  affluent. 

It's  not  just  Democrats  who  are  ready  to 
soak  the  upper  middle  class.  Republicans 
rammed  through  Bush's  big  marginal  tax  rate 
cuts  in  2001  with  a  bit  of  sleight  of  hand. 
While  lowering  the  regular  tax  rates,  they 
allowed  the  alternative  minimum  tax  to 
recapture  much  of  those  tax  revenues  from 
a  lot  of  upper- middle-class  people.  The  AMT 
is  that  shadow  tax  system  originally  designed 
to  make  sure  that  fat  cats  with  oil  wells  paid 
at  least  some  tax  But  these  days  it  leaves  most 
of  those  earning  $1  million-plus  untouched; 
it  hits  hardest  those  earning  $200,000  to 
$500,000,  particularly  those  living  in  highly 
taxed  blue  states.  (You  can't  deduct  your  state 
and  municipal  taxes  in  the  AMT.)  Under 
current  law  the  AMT  will  be  reaching  further 
and  further  down  the  middle-class  spectrum. 

So  it  pays  to  look  behind  the  head- 
lines. A  new  proposal  by  House  Ways  & 
Means  Committee  Chairman  Charles 
Rangel  (D-N.Y.)  would  repeal  the  AMT 
and  pay  for  the  missing  revenue  ($800  bil- 
lion over  ten  years)  with  a  surtax  of  4%  on 
adjusted  gross  income  over  $200,000  per 
couple.  A  blow  to  the  over-$200,000 
crowd?  Only  to  some  of  them.  Adding  the 
surtax  and  repealing  the  AMT  would 
lower  the  tax  bill  of  80%  of  those  earning 


$200,000  to  $500,000  in  2010. 

Just  to  put  all  this  in  perspective: 
Even  while  such  tax-code  craziness 
and  complexity  is  at  an  alltime 
high,  marginal  rates  are  at  near 
historic  lows.  The  current 
15%  top  rate  on  long- 
term  capital  gains  is 
the  lowest  since 
1933.  The  top 
35%  rate  on  ordi- 
nary income  is  the 
lowest  since  1925, 
with  the  exception  of 
five  years  following  the 
1986  federal  tax  overhaul 
(the  one  that  zapped  a  lot  of 
shelters  but  lowered  rates). 

"Eventually,  inevitably,  the 
better-off  will  face  higher  rates," 
says  Clint  Stretch,  managing 
principal  of  national  tax  policy  at 
Deloitte  Tax.  Still,  federal  changes 
won't  happen  until  2009  at  the  ear- 
liest. And,  Stretch  predicts,  ordinary 
income  rates  are  unlikely  to  go  above 
40%.  As  for  capital  gains,  he  says,  "20% 
is  a  good  bet  and  25%  is  the  outer  limit' 
for  the  top  rate.  He's  not  predicting  just 
when  those  tax  rates  will  kick  in. 


PHILLIP  RUFFIN 
$2.1  BILLION 
CASINOS 

"I  think  Buffett  is  [getting]  carried  away  with  all  of  the  media 
hype  he  gets.  He  is  forgetting  about  the  55%  estate  tax  at  death 
that  goes  along  with  making  the  money.  Maybe  he  is  getting 
senile?  [I  have]  no  interest  in  his  challenge,  but  I  will  play 
him  [in]  a  game  of  poker,  any  stakes  he  wants." 


MARK  CUBAN 
$2.6  BILLION 

BROADCAST.COM,  DALLAS  MAVERICKS 
"I  agree  with  him.  I  put  a  lot  of  money  in  tax-free 
instruments.  So,  yes,  I  do  pay  less  as  a  percentage 
of  income  than  those  that  work  for  me,  and  I  have 
no  problem  admitting  it.  Conceptually  I  have  zero 
problem  with  paying  more  taxes.  Unfortunately,  far 
too  much  money  is  wasted  by  our  politicians." 

(Continued  on  page  44) 
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JOHN  CATSIMATIDIS 
$2.1  BILLION 
OIL,  REAL  ESTATE 

"The  numbers  can  fool  you.  If  I  make 
$20  million,  I'm  not  going  to  pay  35% 
on  it  because  I  have  a  complex 
business.  I  own  real  estate,  stocks  and 
bonds,  and  so  I  have  depreciation  and 
writeoffs.  But  I  do  pay  a  lot  in  taxes. 
My  secretary  is  going  to  pay  it  straight, 
because  her  only  income  is  her  salary, 
and  her  assets  are  essentially  her  home.  Death  is  where  the 
government  really  gets  the  rich." 

GEORGE  KAISER 
$11  BILLION 
OIL,  BANKING 

"I  agree  wholeheartedly  that  our  tax 
system  is  insufficiently  progressive.  I  also 
agree  that  the  estate  tax  at  levels  above 
$10  million  should  be  retained.  Higher  tax 
rates  for  higher 
levels  of  income 

[up  to  at  least  50%,  maybe  higher]  not 
only  are  socially  responsible  but  also 
would  encourage  more  charitable  giving." 

KENNETH  FISHER 
$1.8  BILLION 

INVESTMENTS,  FORBES  COLUMNIST 
"He  should  stick  to  his  area  of  expertise. 


It's  a  little  late  to  be  trying  to  learn  and  teach  social  policy.  The 
fact  is  that  most  rich  people  have  an  impossible  time  avoiding 
high  taxes,  even  if  they  are  purely  invested  in  instruments  that  are 
solely  subject  to  capital  gains.  Rich  people  are  still  subject  to 
alternative  minimum  tax  on  the  federal  level  and  still  have  to  pay 
state  income  taxes. " 

RANDAL  J.  KIRK 
$1.6  BILLION 
PHARMACEUTICALS 
"While  I  admire  Mr.  Buff ett  greatly, 
his  thesis  here  seems  grossly 
simplistic.  There  are  good  reasons 
why  investment  returns  are  not 
taxed  at  the  'ordinary*  income  tax 
rate.  If  investment  returns  in  the 
U.S.  are  reduced  through  the 
imposition  of  additional  taxes, 
people  will  'buy'  less  investment  (because  the  price  would  have 

gone  up)." 

B.  THOMAS  GOLISANO 
$2  BILLION 
Paychex 

"There  are  some  facts  I'd  like  to 
remind  Mr.  Buff  ett  of.  The  top  1% 
of  earners  in  this  country  pay  30% 
of  the  income  taxes,  and  the  top 
5%  pay  50%  of  the  income  taxes. 
Other  than  that,  I  don't  think 
he's  crazy." 


What  Real  Estate  Crisis? 


Home  prices  posted  their  biggest  drop 
in  16  years  this  summer,  but  someone 
forgot  to  tell  the  folks  in  Salt  Lake  City. 
Property  prices  there  have  climbed 
21.9%  since  last  year.  The  apartment 
vacancy  rate  is  1.4%  and  the  unemploy- 
ment rate  is  2.5%. 

Prices  are  still  rising  in  other  Rocky 
Mountain  cities  and  parts  of  Texas,  the 
Pacific  Northwest  and  the  Southeast- 
all  places  where  jobs  are  growing  faster 
than  they  are  in  the  nation  as  a  whole. 
These  also  tend  to  be  areas  passed  over 
by  the  get- rich  real  estate  frenzy  of 
recent  years,  says  Lawrence  Yun,  chief 
economist  for  the  National  Association 
of  Realtors.  Prices  aren't  falling,  because 
they  didn't  rise  that  much  to  begin  with. 

Here  are  ten  cities  showing  robust 
increases  in  house  prices. 

— Deborah  Orr 
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Salt  Lake 
City, 

UT  Farmington, 
NM 


'Second  quarter  2006-07. 
Source:  National  Association 
of  Realtors. 
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Some  think 
old  industry. 


We  think 
new 


opportunity. 


Investment  Banking  '  Private  Banking  •  Asset  Management 


We  look  at  things  from  a  different  perspective  -  for  the 
benefit  of  our  clients.  By  building  on  our  experience  and 
expertise  over  all  industries,  we  help  our  clients  realize  new 
opportunities.  This  has  been  our  ambition  since  1856. 
www.credit-suisse.com 


Thinking  New  Perspectives. 


Credit  Suisse 


Outfront 

RISKY  BEHAVIOR 


Feed  the  Beast 

Wall  Street  spends  scads  of  money  modeling 

virtually  every  conceivable  risk. 
So  what  accounts  for  its  mortgage  debacle? 

By  Neil  Weinberg  and  Bernard  Condon 


WALL  STREET  FIRMS  LIKE  MER 
rill  Lynch,  Citigroup  and 
Bear  Stearns  spend  tens  of 
millions  of  dollars  a  year  managing 
risk.  They  field  departments 
full  of  smart  analysts  to  assess 
market,  credit,  liquidity  and 
operational  risk  The  process 
is  marked  by  a  formal  gover- 
nance structure  and  risk-toler- 
:e  limits. 

That's  what  the  banks 
tell  investors,  anyway. 
When  it  came  to  their  exposure  to  the  sub- 
prime  mortgage  market,  none  of  this  seemed 
to  matter. 

"Executives  believe  what  they  want  to  be- 
lieve," says  Frederick  Cannon,  a  bank  ana- 


lyst at  Keefe,  Bruyette  &  Woods.  "They 
know  [booms]  are  going  to  end,  but 
they  don't  know  when.  In  the  meantime, 
it's  a  lot  of  fun  to  make  money" 

What  Merrill,  Citigroup  and  other 
banks  taking  writedowns  in  the  mort- 
gage meltdown  lack  is  not  the  brain- 
power to  model  risks  but  the  willpower 
to  resist  them.  By  any  risk  manager's 
measure,  bonds  backed  by  exotic  subprime 

ance  limits.  mortgages  were  a  dubious  bet.  Since 

Merrill's  E.  Stanley  O'Neal  ,    ,      ,  ,     . ,  . 

... ..  .        „...„.  the  bonds  started  trading  only  within 

Writedowns:  $7.9  billion  b  7 


Bear  Stearns' 
James  Cayne 
Writedowns:  $700 
million 


the  last  decade,  there  was  no  histor- 
ical record  of  how  they  would  behave  in  a 
down  market.  Yet  Wall  Street  sliced  them  into 
two  dozen  tranches  and  flogged  them  as  if 
they  would  behave  as  predictably  as  your 
grandfather's  30-year  fixed  mortgage. 
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Merrill  Lynch  chief  E.  Stanley  O'Neal  was  forced  out,  accompanied  by  a  $161  million 
severance  package.  But  O'Neal  could  do  better,  because  he  was  allowed  to  retire 
rather  than  be  axed.  Most  failed  execs  lose  their  stock,  but  $131  million  of  O'Neal's 
total  package  was  in  the  form  of  restricted  stock  and  in-the-money  options.  So  if  his 
successor  boosts  the  company's  stock,  and  O'Neal  holds  on,  his  golden  parachute 
turns  into  a  springy  trampoline.  Here's  what  some  other  chief  executives  could  have 
made  if  they  held  their  stock  two  years  after  their  ouster.  — Jack  Gage 


1 

DEPARTURE 

STOCK 

CHA 
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I  COMPANY 

CEO 

DATE 

VALUE1  (SMIL) 

(SMIL) 

% 

Walt  Disney 

Michael  D.  Eisner 

Oct.  05 

$45 

$179 

394% 

Morgan  Stanley 

Phillip  J.  Pureed 

Jun.  05 

44 

28 

65 

Western  Digital 

Arif  Shakeel 

Nov.  06 

17 

7 

42 

Coca-Cola 

John  R.  Aim 

Dec.  05 

5 

1 

24 

Walt  Disney 

Michael  S.  Ovitz 

Dec.  96 

100 

20 

20 

Pfizer 

Henry  A.  McKinnell 

Dec.  06 

20 

-1 

-5 

Home  Depot 

Robert  L.  Nardelli 

Jan.  07 

128 

-26 

-21 

Blockbuster 

John  F.  Antioco 

Mar.  07 

6 

-1 

-25 

includes  all  vested  stock,  restricted  stock  and  difference  between  strike  price  of  in-the-money 
options  and  30-day  average  share  price  at  date  of  departure,  includes  stock  gains  and  difference 
between  strike  price  of  in-the-money  options  and  30-day  average  share  price  two  years  after 
departure  (to  date  for  recent  departures). 

Sources:  James  F.  Reda  &  Associates;  Prices/Exshare  via  FactSet  Research  Systems. 


As  mortgages  drove  profits  on  Wall 
Street,  Merrill  (and  other  firms)  ignored 
the  torpedoes  and  cruised  full  steam 
ahead.  Last  September,  at  the  peak 
of  the  subprime  bubble,  Merrill 
ponied  up  $1.3  billion  to  buy 
the  First  Franklin  mortgage 
origination  business  to  feed  its 
appetite  for  paper  it  could  se- 
curitize  and  sell. 

Merrill  made  money  as 
middleman — that  is,  bundling 
mortgage  bonds  into  so-called 
collateralized  debt  obligations, 
then  selling  those  CDOs.  And, 
at  least  until  defaults  carved  a  hole  in  the  busi- 
ness, it  probably  made  good  money  just  from 
sitting  on  the  inventory.  Junky  securities,  after 
all,  yield  more  than  the  short-term  borrow- 
ings used  to  fund  them.  Put  another  way: 
Hedging  away  inventory  risks  on  Wall  Street 
is  expensive. 

Merrill's  failure  to  fully  hedge  may  or  may 
not  represent  a  conscious  decision  at  the  top 
to  aim  for  speculative  profits.  One  person  fa- 
miliar with  Merrill's  risk- management  oper- 
ations confides  to  us  that  Merrill  intended 
to  package  up  the  paper  and  shovel  it  out  the 
door  as  fast  as  it  could.  Maybe  so.  But  it  sure 
took  its  time  buying  protection.  In  June  the 
value  of  CDOs  on  Merrill's  balance  sheet,  net 
of  hedging,  hit  $32  billion.  That  sum  exceeded 
the  total  of  the  firm's  CDO  underwritings  in 
the  first  half  of  the  year. 

In  good  times  mortgage  securi- 
ties coined  money  for  Merrill,  and  it's 
hard  to  argue  with  someone  who 
produces  a  nice  bottom  line.  Recall 
Brian  Hunter,  a  trader  for  Amaranth 
Advisors,  who  caught  the  eye  of 
management  with  outsize  prof- 
its, hi  a  year  he  went  from  con- 
trolling a  negligible  fraction  of 
Amaranth's  portfolio  to  30% — 
before  his  bets  killed  the  firm. 

Now  that  the  market  has 
turned,  investors  in  Wall  Street 
firms-are  paying  a  hefty  price. 
Guys  like  Brian  Hunter, 
Merrill's  E.  Stanley  O'Neal  and  Citigroup's 
Charles  Prince,  meanwhile,  are  doing  pretty 
well.  They  typically  don't  have  to  refund 
bonuses  and  profit-sharing  chalked  up  when 
their  risky  bets  were  making  money.  F 


OUNCE 

Citi's  Charles  I 
Writedowns 
billion,  so 
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From  d 


Cellence  in  Reach  You  step  off  that  plane,  and  business  becomes  your  game, 
you  ready?  With  one  of  the  largest  global  networks  and  728  connecting  flights, 
I  be  the  pillar  that  helps  you  achieve  success  in  your  business. 


Excellence  in  Flight 

KS REAM  AIR 


Outfront 

WIRELESS 


Radio  Goog 


Google's  phone  plan  begins  a  war  with  Verizon, 
Microsoft  and  the  wishes  of  the  feds. 

By  Quentin  Hardy 


GOOGLE'S  NOVEMBER  SURPRISE 
will  rattle  the  wireless  industry  for 
months.  On  Nov.  5  the  Mountain 
View,  Calif,  search  giant  announced  that  it 
had  cobbled  together  an  alliance  of  34  com- 
panies seeking  to  turn  the  mobile  phone  into 
a  freely  open  computing  device.  Aiming  to 
undermine  th(  dominant  operators  like 
Verizon  and  AT&T  who,  let's  face  it,  aren't 
exacdy  rushing  headlong  into  the  mobile 
future,  Google  plans  to  give  away  all  the  soft- 
ware developers  and  manufacturers  need  to 
create  slick  new  smart  phones.  Google 
would  sit  in  the  middle,  selling  ads. 

The  first  phones  from  the  alliance  will  be 
out  next  year.  Google  Chief  Executive  Eric 
Schmidt  ensured  he  had  some  motivated  part- 
ners by  enlisting  first-rate  but  second-ranked 
companies — Motorola  but  not  Nokia,  T- 
Mobile  but  not  Verizon.  "A  new  model  of 
computing  is  here,  and  mobile  is  the  next  large 
platform,"  says  Schmidt.  "What  could  screw 
this  up?  The  incumbents.  They  might  not  let 
you  access  the  Internet  freely' 


Schmidt  will  make  sure  they  don't  stand 
in  his  way.  Google  will  likely  spend  a  hefty 
chunk  of  its  $13  billion  in  cash  on  getting 
access  to  airwaves.  In  late  January  the  Fed- 
eral Communications  Commission  will 
auction  off  a  chunk  of  the  old  UHF  broad- 
cast spectrum.  A  slice  of  air  this  thin  isn't 
very  high  in  capacity — millions  of  city 
dwellers  sucking  up  YouTube  videos  could 
swamp  it — but  it's  well  suited  to  offer 
national  coverage  for  wireless  broadband. 

Google  told  the  FCC  in  July  that  it  would 
bid  at  least  $4.6  billion  in  the  auction  under 
four  conditions:  The  winner  had  to  open  its 
airwaves  to  any  device,  application  and  Inter- 
net service  provider,  and  be  required  to  sell 
access  wholesale  to  resellers.  Verizon  lobbied 
against  Google's  proposal,  and  the  FCC  struck 
a  compromise  in  August  that  nixed  the  whole- 
sale reselling  requirement.  Since  then  some 
in  the  industry  figured  Google  had  lost 
interest  in  owning  the  airwaves. 

Not  so.  Schmidt  now  says  Google  will 
definitely  participate  in  the  auction.  The 


company  has  indicated  it  would  still  intend 
to  open  the  spectrum  to  anyone  willing  to 
pay  for  it,  flouting  the  feds'  compromise. 
The  company  wants  to  use  its  savvy  in 
running  auctions  of  ad  keywords  on  the 
Web  to  run  real-time  auctions  of  available 
spectrum  to  interested  service  providers. 

But  the  spectrum  may  wind  up  costing 
a  lot  more  than  $4.6  billion.  Based  on  what 
AT&T  paid  in  October  to  Aloha  Partners  for 
similar  spectrum,  the  bid  could  be  at  least  $6 
billion.  Google  suspects  Verizon  would  pay 
dearly  to  keep  spectrum  away  from  others. 
The  likeliest  scenario  is  that  Google  goes  in 
with  a  partner  such  as  T- Mobile  or  Sprint, 
both  of  which  are  already  in  the  Google 
phone  alliance,  or  it  joins  with  Frontline  Wire- 
less, an  upstart  whose  powerful  backers,  bil- 
lionaire venture  capitalists  John  Doerr  and 
Ram  Shriram,  are  also  seeking  to  open  the 
nation's  airwaves. 

Google  has  been  pursuing  a  grand  mo- 
bile strategy  for  more  than  a  year  but  stepped 
up  its  urgency  after  the  release  of  Apple's 
iPhone.  "It  was  the  first  phone  with  a  really 
good  mobile  Web  browser,  and  we  saw  five 
times  the  average  usage  of  things  like  Google 
Maps  and  YouTube"  compared  with  online 
habits,  says  Vic  Gundotra,  Google's  head  of 
mobile  developer  relations. 

Google  hired  Gundotra  in  June,  a  prize 
poach  of  a  man  whod  spent  1 5  years  running 
both  developer  relations  and  Microsoft's 
Internet  computing  strategy.  Schmidt  has  put 
him  in  charge  of  mobile  engineering  and 
products.  "We'll  deliver  things  you  couldn't 
have  imagined,  like  search  better  than  what 
you  get  on  the  desktop,"  Gundotra  says.  "We're 
spending  hundreds  of  millions,  and  we're 
going  to  give  things  away" 

Google  has  tons  of  issues  to  resolve  be- 
fore it  can  claim  victory  over  the  status  quo. 
Networks  are  already  jammed,  and  pricing 
models  for  increased  Internet  use  have  yet  to 
be  worked  out,  says  Cole  Brodman,  chief  de- 
velopment officer  for  T- Mobile  USA.  Mobile 
ads  must  not  junk  up  the  screen.  "It's  early 
days," -Brodman  says.  Others  are  already  at  the 
party  "Our  [Internet]  platform  is  without  peer. 
And  it's  real,"  says  William  Plummer,  head  of 
multimedia  for  Nokia  North  America.  "A  new- 
comer validating  the  vision  we've  had,  that's 
great."  Yes,  but  we're  talking  about  a  newcomer 
with  $226  billion  market  capitalization.  F 
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ichool  buses  may  still  be  the  best  way  for  our  children  to  get  to  school 
ach  day.  But  what  if  these  buses  could  be  healthier  for  everyone  on 
oard?  BASF  diesel-emission  control  technologies  provide  proven 
ost-effective  ways  to  retrofit  diesel  buses  and  reduce  harmful  exhaust 
missions.  It's  simply  one  of  the  smartest  things  we  can  do  today  for 
healthier  tomorrow.  Learn  more  at  basf.com/stories 


Iping  Make  Products  Better® 


Outfront 


GREEKS  BEARING  GIFTS 


Innocents  at  Home 

When  foreign  firms  list  in  the  U.S.,  how  well  are 
American  investors  protected?  Not  very,  if  one  nasty 
takeover  battle  is  any  indication  |  By  Neil  Weinberg 


ERIC  SEMLER,  WHO  RUNS  A  NEW  YORK 
City  hedge  fund,  invests  in  media  and 
communications  companies.  One  failed 
deal  sticks  in  his  craw,  and  Sender  has  gone 
to  federal  court  in  New  York  City  for  restitu- 
tion. He  claims  that  two  private  equity  firms, 
Texas  Pacific  Group  and  Apax  Partners, 
committed  securities  fraud  by  driving  down 
the  stock  price  of  a  Greek  company  listed  on 
Nasdaq  that  his  fund  had  a  stake  in  and  hid- 
ing a  potentially  higher  takeover  offer. 

The  lessons  for  investors:  Just  because  a 
foreign  company  is  listed  on  an 
American  exchange  doesn't 
mean  you  are  afforded  every 
protection. 

"Were  not  the  sort  of  guys 
who  are  looking  to  pick  a 
tight,"  Semler  says.  "But  when 
someone  comes  in  and  steals 
something  from  us  it's  very 
frustrating."  He  claims  his 
fund,  TCS  Capital  Manage- 
ment, was  shortchanged  $108 
million.  Texas  Pacific  Group 
($30  billion  in  investor  assets) 
and  Apax  in  London  ($20  bil- 
lion) decline  comment. 

Their  motion  to  dismiss 
the  suit,  however,  speaks 
volumes.  It  says  the  buyout 
was  a  purely  foreign  affair  to 
which  U.S.  securities  laws  do  not  apply.  If 
TCS  is  to  prevail  under  U.S.  law,  it  will  have 
to  convince  a  federal  judge  there  is  clear 
evidence  of  securities  fraud. 

"If  they  trade  on  Nasdaq  and  cheat  U.S. 
investors,  it  doesn't  matter  where  the 
company  is  incorporated.  US.  securities 
law  applies,"  says  lawyer  Howard  Kaplan, 
who  is  representing  TCS. 

The  shootout  involves  TIM  Hellas, 
formerly  Greece's  third-largest  wireless  phone 
company.  Sender's  hedge  fluid  started  invest- 


ing in  it  in  early  2004  and  eventually  put  up 
$83  million,  or  $18.30  a  share,  for  a  5.3%  stake. 
Semler  says  TIM  Hellas  was  trading  at  half  the 
average  multiple  of  European  wireless  firms. 

Telecom  Italia  owned  8 1  %  of  TIM  (short 
for  Telecom  Italia  Mobde)  Hellas  at  the  time. 
Semler  figured,  a  bit  naively,  that  worst-case 
the  Italian  parent  would  buy  out  the  rest  of 
the  minority  investors  at  a  modest  premium. 
Instead,  in  April  2005  Texas  Pacific  and  Apax 
announced  a  definitive  agreement  to  buy 
Telecom  Italias  stake  for  $22  a  share  (a  3% 


premium  to  previous  day  trading 


Jumg 


the  company's  stock  at  $1.9  billion. 

Whde  the  offer  would  have  handed 
Sender  a  small  profit,  he  felt  it  was  a  low- 
ball  by  as  much  as  $10  a  share,  compared 
with  what  cell  firms  were  trading  for  on  the 
Continent.  In  August  2005,  shortly  before 
minority  shareholders  were  set  to  get  bought 
out,  Semler  asked  TIM  Hellas'  TPG-Apax- 
controlled  board  to  appoint  an  independ- 
ent fairness  committee  to  assess  the  price. 

The  board,  in  a  proxy  statement  fded 


with  the  Securities  &  Exchange  Commission, 
declared  the  merger  price  fair.  After  all,  it  had 
gotten  a  fairness  opinion  from  what  it  de- 
scribed as  "independent  investment  bank" 
Morgan  Stanley — a  firm  that  had  earned 
$40  million  from  Texas  Pacific  and  Apax  the 
previous  two  years.  The  board  also  informed 
minority  investors  that  it  would  not  follow 
the  U.S.  practice  of  establishing  a  special 
committee  to  assess  the  fairness  of  the  deal: 
"Greek  law  does  not  provide  appraisal  rights 
in  connection  with  the  merger,"  it  said. 

The  proxy  also  noted  that  an  unnamed 
"potential  investor" — later  revealed  to  be 
Egyptian  telecom  mogul  Naguib  Sawiris — 
had  expressed  interest  in  putting  in  a  com- 
peting bid  that  might  have  resulted  in  an  offer 
of  $26  a  share.  However,  the  proxy  referred 
to  Sawiris'  bid  as  "highly  conditional,"  and 
TIM  Hellas'  owners  rejected  it. 

Another  wrinkle:  TIM  Hellas  later  told  the 
SEC  that  TPG  and  Apax  had  over  the  past  two 
years  offered  Telecom  Italia  as 
much  as  20  euros  a  share  (now 
worth  $29)  for  TIM  Hellas  but 
were  rebuffed.  The  buyers  say 
Telecom  Italia  accepted  the 
lower  offers  because  TIM's  for- 
tunes were  declining.  Semler  is 
arguing  that  the  missing  link 
is  a  grab  bag  of  goodies,  like 
handsets,  that  Telecom  Italia  is 
selling  to  TIM  Hellas.  Telecom 
Italia  says  the  services  were  not 
material  to  the  buyout  price. 

Semler  was  infuriated  further 
when  he  learned  that  TPG  and 
Apax  bought  out  Q-Telecom, 
Greece's  fourth-largest  cell  carrier, 
for  14.3  times  annualized  trail- 
ing earnings.  That  means  share- 
holders of  Q-Telecom  would 
receive  2.8  times  the  multiple  their  shell  com- 
pany, Troy,  was  paving  TIM  Hellas  investors. 

The  new  owners  quickly  merged  TIM 
Hellas  with  Q-Telecom  and  revamped  man- 
agement and  marketing.  Then,  in  February, 
they  flipped  the  company  to  Sawiris  for 
$4.4  billion,  making  an  80%  profit  on  TIM 
Hellas  in  20  months.  Their  adviser  on  the 
deal:  Morgan  Stanley.  Now  both  Apax  and 
TPG  are  considering  buying  a  stake  in 
Sawiris'  firm,  the  Wall  Street  Journal  reported 
in  October.  Sawiris  declines  comment.  F 
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Employees  on  401  (k' 


F  iMi 


What  he  knows: 
1—0-1  -whatever,  I  just 
don't  see  the  point 
in  putting  money 
away  for  something 
thirty  years  away, 


What  he  knows: 
In  thirty  years, 
his  friend  will 
still  be  living 
with  his  parents. 


Fidelity  Total  Retirement  AdvantageSM  is  how  Fide 
generation  plan  design,  guidance,  and  planning  tools  can  put  your  employees  on  the  right  path  to  retirement 
With  Fidelity,  you  can  help  your  employees  act  now,  save  more,  and  invest  smarter. 


FIDELITY  TOTAL 
RETIREMENT  ADVANTAGE 


3uidance  provided  through  the  use  of  Fidelity's  suite  of  guidance  tools  is  educational  in  nature,  is  not  individualized,  and  is  not  intended  to 
ierve  as  the  primary  or  sole  basis  for  your  investment  or  tax-planning  decisions. 

nstitutional  products  and  services  provided  by  Fidelity  Investments  Institutional  Services  Company,  Inc. 

S2  Devonshire  Street,  Boston,  MA  02109  458408.2 


HAVE  YOU  EVER? 


The  Grossglockner  has  a  reputation  To  some,  it  is  malicious, 
spiteful,  bitterly  cold  and  painfully  inhospitable  But  the  Austrian 
Alps'  most  imposing  range  also  has  its  rewards,  such  as  affording 
visitors  one  of  the  planet's  most  spectacular  views  Have 
you  ever  seen  the  curvature  of  the  earth?  The  Range  Rover  has 


Outfront 


Kindergarten  Kopyright 


The  scene:  a  classroom  of  students  busily  completing  an 
assignment  testing  their  understanding  of  copyright  law. 
The  setting:  not  a  law  school,  but  a  class  of  pint-size 
kindergartners.  A  program  by  the  Entertainment  Soft- 
ware Association,  a  computer  and  videogame 
trade  group,  aims  to  have  kids  as  young  as  5  \ 
learn  about  the  evils  of  copyright  infringe- 
ment. Its  Join  the  ©  Team!  curriculum 
includes,  for  instance,  activity  pages  directing 
kids  to  draw  a  line  to  the  copyrighted  objects. 

The  ESA's  effort  is  the  latest  desperate 
attempt  by  the  entertainment  industry  to 
stem  illegal  downloading  through  educa- 
tional methods.  Industry  groups  appear 
to  have  given  up  on  teenagers  who 
know  what  they're  doing  is  illegal  but 
don't  care.  Hence  the  focus  on  students  of  a  more 
impressionable  age. 

Last  year  the  Motion  Picture  Association  of  America 
joined  with  the  Los  Angeles-area  Boy  Scouts  to  create  a 
merit  patch  for  respecting  copyrights.  This  program  goes 


for  the  gut:  Scouts  must  do  things  like  visit  a  movie  studio 
to  see  how  many  people  might  be  put  out  of  work  by  film 
piracy.  The  MPAA  also  has  a  partnership  in  the  works 
with  Weekly  Reader — next  year  the  publication  will 

include  worksheets  focusing  on  Labradors  trained  to 
j   sniff  out  the  plastic  used  in  pirated  DVDs.  Fourth 
graders  around  the  country  have  been  offered 
Copyright  Crusader,  a  comic  book  featuring  a 
ferret  that  tells  kids  illegal  copying  is  the  same 
as  stealing.  That's  courtesy  of  the  Business  Soft- 
ware Alliance,  a  group  that  counts  Apple  and 
Microsoft  as  members. 

Does  this  sound  like  brainwashing?  It  does 
to  Wendy  Seltzer,  a  law  professor  at  Northeast- 
ern University  School  of  Law,  who  complains 
these  programs  lead  students  and  teachers  to 
believe  that  copyright  protection  is  broader  than  it  really 
is.  And  then  there's  the  question  of  whether  the  kids 
wouldn't  be  better  off  learning  their  ABCs  during  that 
time.  Like  antidrug  education,  this  just  might  make  kids 
all  the  more  curious  about  whats  illegal.  — Kai  Falkenberg 


Book  Club  Duds 


In  October  Oprah  Winfrey  chose  Gabriel  Garcia  Marquez's  Love  in  the 
Time  of  Cholera  as  her  latest  book  club  pick.  In  November  Stone 
Village  Pictures  and  New  Line  Cinema  will  release  the  movie  version 
(right).  Both  Oprah  and  the  filmmakers  put  the  timing  down  to  happy 
coincidence.  But  based  on  Winfrey's  track  record  you  can  bet  on  two 
things:  The  book  will  fly  off  the  shelves  and  the  movie  will  flop. 

While  all  59  of  Oprah's  Book  Club  picks  have  become  bestsellers 
(like  Cormac  McCarthys  The  Road  and  Jeffrey  Eugenides'  Middlesex), 
box  office  receipts  for  the  6  that  were  adapted  for  film  have  not  fared  so  well.  Why  not?  Her  taste  is  too  highbrow. 
"Oprah-picked  books  are  not  potboiler  novels,"  says  Tom  Adams,  president  of  a  media  consultancy  in  Carmel,  Calif. 
"They're  intellectual  exercises.  Therefore,  they  become  niche  films."  A  Winfrey  representative  points  out  she  has  no 
promotional  connection  with  the  movies — which  could  explain  the  reason  they're  flopping.  Here  are  box  office 
results  of  movies  based  on  Winfrey-picked  books.  —Chaniga  Vorasarun 


Where  the  Heart  Is 
Novel  by  Billie  Letts 
Film  release:  2000 
Domestic  gross: 

$33.8  million 


White  Oleander 
Novel  by  Janet  Fitch 
Film  release:  2002 

Domestic  gross: 
$16.4  million 


The  Deep  End     I  House  of  Sand  and  Fog  I  A  Map  of  the  World 


Tara  Road 


of  the  Ocean 
Novel  by 
Jacquelyn  Mitchard 
Film  release:  1999 
Domestic  gross: 
$13.9  million 


Novel  by 
Andre  Dubus  III 
Film  release:  2003 
Domestic  gross: 
$13  million 


Novel  by  Jane  Hamilton  j  Novel  by  Maeve  Binchy 
|  Film  release:  1999      Film  release:  2005 
|    Domestic  gross:  U.K.  gross: 

$545,000  $400,000 
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IT  as  strategic  business  driver 


Low  payback  on 
ERP  and  CM  + 
investments 


Business  \  Mobility 
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enabled 
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Mobile 
access  to 
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Customer 
Satisfaction 

Lower  cost 


pustomized  wireless  solutions  from  AT&T. 

iVT&T  understands  the  unique  challenges  faced  by  ClOs  in  today's  competitive 
:orporate  environment.  The  demands  to  improve  productivity  have  never  been 
.tronger.  From  wireless  email  and  messaging  to  workforce  management,  rely 
)n  AT&T  to  make  your  business  run  better. 

To  learn  more,  go  to  att.com/builtforbusiness  or  call  866-9ATT-B2B. 


en/ice  provided  by  AT&T  Mobility  1  200?  AT&T  Intellectual  Property.  All  rights  reserved.  AT&T  and  the  AT&T  logo  are  trademarks  of  AT&T  Intellectual  Property. 


THE  GREAT  WHITE  SPACE  IN  OUR 
always-on  wireless  world  is  the 
one  place  where  millions  of 
executives  spend  hundreds  of 
hours:  inside  an  airplane.  Just 
as  disconnected  to  high-speed  data, 
oddly  enough,  are  the  pilots  aboard  the 
B-2  stealth  bomber  which,  built  at  $2.2 
billion  a  pop,  one  would  think  would 


have  nonstop  broadband.  It  doesn't. 

But  the  in-flight  Web  is  coming.  By 
the  end  of  next  year  a  handful  of  commer- 
cial airlines  such  as  Frontier,  Ryanair,  Air 
France- KLM  and  Virgin  America  plan  to 
begin  offering  passengers  the  ability  to 
send  e-mail  and  text  messages,  download 
music  and  play  online  slots.  By  2011  an 
estimated  40%  of  all  commercial  aircraft 


will  come  with  broadband  connectivity, 
either  via  satellite  or  to  the  ground, 
predicts  avionics  research  firm  Freesky 
Research.  By  then  the  tiny  $32  million 
market  for  commercial  aviation  broad- 
band gear  will  have  grown  maybe  fifteen - 
fold.  This  winter  the  U.S.  Air  Force  will 
receive  the  prototype  equipment  for  the  B-2 
so  that  pilots  over  Afghanistan  and  Iraq 
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Technology 


can  receive  target  maps  from  base  com- 
manders when  flight  plans  take  them 
beyond  the  coverage  of  ground  radar. 

Leading  the  charge  for  better  airborne 
communications  is  little-known  EMS 
Technologies  in  Norcross,  Ga.  EMS  devel- 
oped the  first  electronically  steerable 
antenna  flown  in  space  in  1976  and  23 
years  later  installed  the  antenna  system 
on  the  roof  of  the  JetBlue  Airbus  A320 
that  introduced  live  satellite  television 
programming  to  U.S.  airline  passengers. 

EMS  now  supplies  antennas  and  data- 
terminal  components  to  two  of  the  three 
armed  services  and  has  a  90%  share  of 
sales  of  broadband  connectivity  gear  for 
military  and  government  VIP  aircraft, 
such  as  Air  Force  One.  Its  satellite-related 
business  is  split  roughly  in  half  between 
defense  and  civil  aviation.  The  firm 
grossed  $212  million  in  the  first  nine 
months  of  2007,  up  from  $189  million  in 
the  same  period  last  year.  Net  income 
from  continuing  operations  is  up  34%  to 
$12  million.  Wall  Street  analysts  are  fore- 
casting 20%  to  25%  earnings  growth  over 
the  next  three  years.  "We're  in  a  bud-on- 
the-rose  stage,"  says  Chief  Executive  Paul 
Domorski,  at  the  helm  since  June  2006. 

Between  the  end  of  the  Gulf  war  and 
the  beginning  of  the  Iraq  war,  the  Depart- 
ment of  Defense  experienced  a  tenfold 
increase  in  bandwidth  demand  from  satel- 
lites, and  some  experts  predict  another 
five-  or  sixfold  jump  in  demand  by  2010, 
according  to  the  Government  Account- 
ability Office.  By  then  the  military  projects 
sizable  shortfalls  in  capacity,  since  defense 
satellites  will  not  be  able  to  satisfy  all  of  its 
telecom  requirements. 

But  military  satellites  currendy  under 


The  Navy's  MH-60  Seahawk 
helicopter  will  carry  this  EMS 
antenna  on  its  nose  and  tail. 

construction  by  Lockheed 
Martin  will  increase  capacity 
approximately  tenfold  and  offer 
six  times  the  data-transfer  rate.  A 
trio  of  these  next-generation  satellites  is 
scheduled  to  lift  off  beginning  next  year. 

EMS'  B-2  antenna  system,  built  under 
an  expected  $50  million  contract  from 
Northrop  Grumman,  will  synch  up  with 
these  satellites.  For  the  Navy  a  pair  of  16- 
pound  antennas  will  soon  fly  on  the  nose 
and  tail  of  500  MH-60R  Seahawk  search- 
and-rescue  helicopters.  Harris  Corp.,  the 
military  contractor  with  the  leading  mar- 
ket share  of  battlefield  radios,  needs  the 
antennas  to  handle  all  the  video,  radar, 
acoustic  and  sensor  data  for  its  new  Sea- 
hawk terminals.  To  EMS,  the  Seahawk 
antenna  work  is  worth  a  potential  $22  mil- 
lion, a  sliver  of  the  $  1 .05  billion  Congress 
authorized  this  past  May  for  33  of  the 
choppers,  but  a  necessary  sliver  immune 
to  the  budget  cuts  expected  over  the  next 
several  years,  argues  Domorski. 

EMS  knows  how  to  play  offense  as 
well  as  defense.  This  summer  it  delivered 
antijamming  hardware  to  be  used  on 
those  Lockheed  Martin  satellites.  The 
hardware  manipulates  the  shape  of  the 
satellite  antenna's  receiving  beam — which 
transforms  the  incoming  radio  waves  into 
electrical  signals — so  that  incoming 
jamming  signals  don't  blind  the  satellite's 
receiving  antenna  and  disable  communi- 
cations back  to  Earth. 

EMS  has  led  the  technology  arms  race 
to  make  airborne  antennas  smaller  and 
lighter,  but  it's  been  a  slow  race.  It  has 


taken  a  decade  to  halve  the  length  of 
fuselage-mounted  antennas,  from  6  feet  to 
3  feet.  Most  airborne  antenna  devices  now 
cost  between  $50,000  and  $75,000,  and 
they  tend  to  deliver  10  megabits  per  sec- 
ond, an  impressive  150  times  the  data  rate 
they  did  in  2001. 

Virgin  America  sees  plenty  of  reason 
to  offer  partying  passengers  online  gam- 
ing on  their  seatback  video  screens,  but 
EMS  and  broadband  providers  have  a  bit 
of  a  selling  job  to  do  convincing  other 
commercial  airliners  of  the  bene- 
fits of  in-flight  broadband. 
Boeing  found  few  travelers 
willing  to  pay  up  to  $30  a 
flight  for  its  Connexion  in- 
flight broadband  service  and 
had  to  shut  it  down  last  year, 
after  touting  it  as  a  $7-billion-a- 
year  market  opportunity. 
EMS  might  have  been  benefiting  less 
from  the  bandwidth  boom  had  Domorski 
not  continued  his  predecessor's  gutsy 
move  to  ditch  divisions  that  sold  cellular 
antennas  and  commercial  satellite  parts. 
Six  months  after  Domorski  joined  in 
2006,  he  shed  the  wireless  unit  for  $50 
million  to  beef  up  the  balance  sheet  and 
began  eyeing  more  wins  in  defense,  the 
company's  fastest-growing  segment.  With 
$110  million  in  the  bank  he  also  wanted 
to  raise  the  firm's  profile.  "This  firm 
diffused  its  energy  into  different  areas," 
Domorski  says.  "Once  we  fixed  that,  we 
needed  to  spread  the  word." 

To  build  a  following  on  Wall  Street — 
only  three  investment  banks  rated  EMS 
last  year — Domorski  hit  the  road  for  five 
weeks  per  quarter  and  picked  up  another 
analyst  and  two  new  big  institutional 
investors.  In  June  EMS  lured  onto  its  board 
Thomas  O'Connell,  a  former  assistant  sec- 
retary of  defense  who  was  responsible  for 
civilian  oversight  of  a  $10  billion  annual 
budget.  Still,  EMS  shares  trade  at  only  12 
times  trailing  earnings,  compared  with  19 
for  the  Spade  Defense  Index,  a  benchmark 
for  defense,  homeland  security  and  aero- 
space stocks. 

All  temporary,  says  Domorski,  who 
gets  calls  every  month  from  bankers 
wanting  to  talk  about  a  sale  or  other 
offers  that  would  unlock  a  lot  of  value  for 
shareholders.  F 
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How  to  Save  Your  Life 

You  know  you  should  back  up  your  computer, 
but  chances  are  you  don't. 
We  tested  five  options  to  help  you  out  |  By  Claire  Cain  Miller 


Clockwise  from 
top:  LaCie  Little 
Disk,  Toshiba 
USB  2.0  Portable 
External  Hard 
Drive,  Maxtor 
OneTouch  4  Mini. 


60 


Y  COMPUTER  CRASHED 
the  day  before  I  was  set 
to  leave  for  a  reporting 
trip  to  India.  I  had  never 
backed  it  up.  I  spent  the 
day  at  the  Apple  stores  Genius  Bar  while  I 
should  have  been  getting  my  malaria  pills 
and  mosquito  repellent.  The  geniuses  res- 
cued my  hard  drive,  for  a  $100  charge,  but 
Id  come  perilously  close  to  losing  1 0  giga- 
bytes of  photos,  music  and  documents. 
For  a  few  months  after  that  I  did  weekly 
backups,  manually  inserting  one  CD  after 
another  and  waiting  for  files  to  download. 
Soon  Id  given  up  again. 

One  in  ten  hard  drives  fail  each  year, 
yet  a  third  of  Americans  have  never 
backed  up  their  computers,  according  to  a 
Harris  Interactive  poll  sponsored  by  stor- 
age gear  maker  Seagate  Technology.  Back- 
ing up  is  like  visiting  the  dentist.  You  put  it 
off.  But  a  crash  nowadays  causes  a  lot  of 
pain — the  loss  of  photos  and  documents 
for  which  there  are  no  hard  copies,  music 
for  which  you  have  paid  hard  cash.  The 
average  home  computer  has  3.5  gigabytes 
of  music,  photos  and  documents,  accord- 
ing to  ABI  Research. 

Fortunately  there  are  more  ways 
now  than  ever  to  back  up  a  drive:  All 
you  have  to  do  is  supply  the  drive.  Win- 
dows Vista  Ultimate  comes  with  auto- 
mated backup  and  recovery,  as  does 
Apples  new  Leopard  operating  system, 
a  nifty  feature  called  Time  Machine. 
(Unfortunately,  Steve  Jobs  decided  you 
can't  restore  your  music  library  from  an 
iPod  if  your  main  PC  crashes.  The  new 
iTunes  version  does  let  you  copy  iTunes 
Music  Store  purchases  to  another  Mac, 
but  you  have  to  use  an  application  like 
YamiPod  or  SharePod  to  copy  the  rest 
of  your  music  library  back  to  a  PC.) 
Since  most  people  don't  yet  have  Vista 
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or  Leopard,  we  tested  three  portable  hard 
drives  that  come  with  their  own  software. 
We  tried  out  two  back-up  Web  sites,  a  great 
solution  for  those  who  want  to  access  their 
data  away  from  home  or  at  the  office. 

The  best-looking  of  the  bunch  and  the 
least  expensive  is  LaCie's  Little  Disk,  $110 
for  160  gigabytes.  Its  shiny  black  box  dis- 
creetly hides  the  data  ports  and  the  2-inch 
cord  that  connects  it  to  your  computer. 
The  backup  software  and  user  manual  are 
preloaded  on  the  drive.  Just  plug  it  in, 
click  on  the  desktop  icon  and  follow  the 
directions. 

The  Little  Disk  comes  formatted  for 
use  with  both  Mac  and  Windows  operat- 
ing systems,  but,  if  you  only  have  one  type, 
for  faster  performance  you'll  want  to 
reformat  and  partition  the  disk  to  NTFS 
for  Windows  and  HFS+  for  Mac  OS.  I 
frankly  have  no  idea  what  those  mean. 
Thankfully,  LaCie's  manual  has  clearly 
written  instructions  to  guide  you  through 
the  process,  but  it  still  requires  you  to  go 
into  your  computer's  disk  utility  and  take 


a  bunch  of  steps  to  partition  the  drive. 

Next  you  install  two  pieces  of  soft- 
ware— one  lets  you  choose  what  to  back 
up  and  another  sets  back-up  times  and 
dates  so  you  don't  have  to  remember.  I 
wish  one  application  ran  both  programs. 
The  drive  was  fast.  My  375  Word  docu- 
ments (17  megabytes)  took  two  minutes 
to  copy.  And  once  you  do  the  initial 
backup,  updates  are  even  faster.  LaCie  is 
coming  out  with  a  wavy  gold  drive,  made 
with  real  gold,  in  November.  It  looks  like 
jewelry  for  your  desk,  so  I  might  overlook 
the  flaws  for  that. 

The  Toshiba  USB  2.0  Portable  External 
Hard  Drive,  $140  for  160  gigs,  is  just  like 
its  name,  practical  but  boring.  While 
LaCie  obviously  spent  a  lot  of  time  on 
design,  it  looks  like  Toshiba  took  the  same 
drive  they  put  inside  your  computer  and 
plopped  it  onto  your  desk  with  long  cords 
snaking  everywhere.  It  also  comes  format- 
ted for  both  Macs  and  PCs,  but,  unlike  the 
others,  it  doesn't  give  you  the  option  to  re- 
format it  for  the  most  efficient  use. 


The  software,  installed  from  an  old- 
fashioned  CD,  quickly  guides  you  through 
setup  and  offers  more  options  than  the 
others.  You  can  choose  continual  backup, 
which  saves  changes  as  you  make  them  so 
that  you  can  look  at  an  earlier  draft  of  a 
document  or  recover  your  stuff  as  it  was 
before  a  virus  infected  it.  You  can  also 
specify  how  many  versions  of  files  to  save. 
But  it's  slower  than  the  LaCie:  My  375 
documents  took  four  minutes  to  load. 

Maxtor's  OneTouch  4  Mini,  $150,  is 
smaller  than  the  others,  but  it's  not  a 
looker  and  suffers  from  cord  clutter.  Like 
the  LaCie,  you  plug  it  in  and  go.  Unlike 
LaCie,  Maxtor  understands  that  most  of 
us  don't  want  to  partition  drives  ourselves. 
It  immediately  recognized  that  I  had  a 
Mac  and  did  the  reformatting  for  me  in 
less  than  a  minute.  After  I  installed  the 
preloaded  software,  I  had  only  to  push  the 
button  on  the  drive  to  schedule  my  back- 
ups. It's  as  fast  as  the  LaCie  at  1.5  minutes 
for  the  transfer  of  the  Word  files,  and  it'll 
wake  up  sleeping  Macs  to  back  them  up. 


If  you  cherish  function  over  form,  this  is 
the  hard  drive  to  get. 

If  you're  a  catastrophist  concerned 
about  the  simultaneous  loss  of  both  your 
PC  and  external  drive  to  calamity  or 
theft,  online  backup  starts  to  look  pretty 
attractive — at  least  for  smaller  quantities 
of  data. 

The  best  service  I  could  find  is  Mozy. 
It's  cheap,  too:  For  $5  a  month  you  get 
unlimited  space.  The  Web  site  is  clean  and 
straightforward,  and  has  a  much  needed 
sense  of  humor,  offering  alternatives  to  its 
service,  including:  "Do  nothing  and  don't 
worry  about  backup.  (We  suggest  closing 
your  eyes,  plugging  your  ears  and  repeat- 
ing, 'I'm  in  my  happy  place,  I'm  in  my  j 
happy  place.')" 

It  took  30  seconds  to  sign  up  and 
another  two  minutes  to  download  the 
software  and  manual.  A  setup  assistant 
walks  you  through  the  process.  You 
choose  a  password,  which  files  you  want 
to  back  up  and  a  security  code  (they'll 
provide  one  or,  if  you  don't  want  even  the 


folks  at  Mozy  to  be  able  to  access  your 
stuff,  you  can  create  your  own).  Data  are 
encrypted  while  transmitting  and  in  stor- 
age, using  a  public  domain  encryption 
scheme  called  Blowfish.  It  took  six  min- 
utes to  move  the  Word  documents,  but 
you  can  choose  how  much  of  your  Inter- 

Now,  if  you're  a 
catastrophist 
online  backup 
starts  to  look 
pretty  attractive. 

net  connection  Mozy  uses  to  ensure  it 
doesn't  slow  down  your  computer  if  you're 
working  during  a  backup. 

One  big  knock  against  online  backup 
services  is  the  risk  that  the  company 
behind  them  will  go  broke,  taking  your 
data  down  with  it.  That  won't  be  a  prob- 
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lem  with  Mozy.  Its  owner,  Berkeley  Data 
Systems,  was  acquired  in  September  by 
storage  giant  EMC  Corp.  for  $76  million. 

Another  service  with  a  sturdy  backer  is 
Xdrive,  owned  by  AOL.  The  service  is  free 
for  the  first  5  gigabytes  and  costs  $10  a 
month  for  50.  It  is  easier  to  use  than  any  of 
the  hard  drives  and  makes  remotely  access- 
ing data  easier  than  Mozy.  The  375  docu- 
ments uploaded  in  a  minute.  As  with  Mozy, 
you  can  get  to  your  data  from  any  computer 
with  a  Web  connection.  You  can  also  give 
people  access  to  selected  files  on  your 
Xdrive  so  your  grandmother  across  the 
country  can  check  out  your  baby  photos. 

Too  bad  that  it's  unpleasant  to  use.  The 
screen  is  cluttered  with  ads  and  13  differ- 
ent options,  like  renaming  a  file  or  view- 
ing its  properties — useful,  perhaps,  but  all 
I  want  to  do  is  upload  and  download.  And 
security  is  not  airtight.  Your  load  of  data  is 
sent  with  an  SSL-encrypted  connection, 
but  once  it's  in  the  storage  location, 
the  only  thing  protecting  it  is  your 
password.  F 
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MERICAN  CENTURY  ULTRA  IS  STRU 

flH  gling.  During  the  go-go  1990s,  the  fl< 
Hk  ship  fund  of  American  Century  Invej 
Ms  B  ments  was  synonymous  with  ste\ 
mm  ^growth  stocks.  Ultra,  along  with  coi 
panions  Select  and  Growth,  ran  up  annual  returns 
20%  to  40%  by  owning  hot  stocks  like  MCI  WorldCc 
and  Lucent  Technologies.  Then  came  the  end  of  t 
bubble.  Ultra,  like  most  funds  chasing  big  grow 
stocks,  crashed. 

There  are  two  things  that  a  money  managemt 
firm  can  do  when  it  finds  itself  in  this  predicame 
One  is  to  stick  to  its  strategy,  inevitably  losing  assets 
customers  desert  it  near  the  bottom  but  at  least  po 
tioning  itself  to  participate  in  the  rebound.  The  otr 
is  to  panic  and  change  direction.  Ultra  panicked. 

After  riding  tech  stocks  down,  this  fund  sold  the 
and  switched  to  things  that  looked  safer.  Stocks 
cement,  insurance  and  restaurants  replaced  form 
tech  highfliers. 

Do  we  need  to  tell  you  what  happened  to  the  po 
folio  in  the  bull  market  that  began  five  years  ago? 
lagged,  badly.  Ultra's  10.7%  average  annual  return 
the  five  years  through  September  compares  wi 
15.5%  for  the  S&P  500  and  14.1%  for  Ultra's  peej 
funds  of  large-cap  growth  stocks.  If  Ultra,  one  of  t 
half-dozen  best-performing  funds  of  the  1990s  wi 
assets  of  more  than  $10  billion,  is  still  a  growth  poi 
folio,  it  sure  hasn't  acted  like  one.  In  the  latest  FORB 
ratings,  it  gets  a  mere  D  in  up  markets.  The  rest, 
growth  funds,  scored  an  A  or  an  A+  (see  table,  p.  6i 

So  investors  have  yanked  an  estimated  $1 1.6  billic 
from  Ultra — and  $16  billion  overall  from  Americ; 
Century  stock  and  bond  funds — since  the  beginning 
last  year.  Ultra's  three  comanagers  have  left,  along  wi 
the  fund  firm's  chief  executive  and  a  spate  of  other  hij 
officials.  Ultra  is  under  new  managers,  trying  ever 
hard  for  a  comeback,  but  their  task  is  not  easy. 

fust  as  matters  seemed  they  couldn't  get  worse,  tl 
past  spring  an  Iowa  man,  seeking  to  compel  Amei 
can  Century  to  buy  the  small-cap  stocks  he  liked,  w 
arrested  after  allegedly  sending  a  pipe  bomb  to 
money  manager  at  the  firm's  Kansas  City  headquartei 

The  most  telling  admission  that  Ultra  and  its  fur 
family  have  lost  their  way  is  the  recent  decision 
impose  sales  charges  of  up  to  5.75%  on  another  12 
American  Century's  84  funds,  including  Ultra,  brin 
ing  the  total  number  of  its  load  funds  to  39.  (Curre 
no-load  customers  are  grandfathered  in.)  Since  Ultr 
record  doesn't  attract  investors,  perhaps  stockbroke 
can  be  bribed  to  do  the  work. 

Even  that  won't  be  an  easy  sell,  since  financi 
advisers  compensated  by  sales  fees  (loads  and  1 2b- 1 
have  good  fund  families  to  choose  from.  "Right  no 


Ultra's  new 
manager, 
Tom  Telford, 
is  trying  to 
right  the 
troubled 
growth  fund 


The  Fund 
That  Lost  Its 
Way 

American  Century  Ultra's 
struggles  show  the  folly  of 
straying  from  your  mission. 

By  James  M.  Clash  and  Mark  Tatge 


ftinvesting  

they  simply  don't  have  a  very  good  fund 
lineup,"  says  Jeffery  D.  Chaddock,  an 
adviser  with  Ameriprise  in  Columbus, 
Ohio,  which  is  in  the  sales  fee  camp.  "I 
would  choose  Fidelity  or  American 
Funds  before  American  Century.  Both 
have  better  consistency  and  ratings." 

No  one  should  have  any  illusion 
that  it's  possible  to  enjoy  the  perform- 
ance of  a  high-risk  growth  fund  in  a 
bull  market  without  suffering  some 
pain  in  the  bear  market  that  follows. 
Funds  that  get  A  or  A+  grades  from 
FORBES  for  bull  markets  tend 
to  deliver  an  F  in  bear  markets. 
But  hang  on  for  a  long  time, 
through  bull-  and  bear-market 
cycles,  and  you  can  do  well 
with  a  risky  fund. 

Seligman  Communications 
&  Information  is  a  good  exam- 
ple of  the  breed.  We  give  this 
high-tech  portfolio  an  A+  for 
up-market  performance  and 
an  F  for  down  markets.  It 
didn't  miss  out  in  the  post- 
2002  bull  market,  racking  up  a 
22.1%  annual  return.  Over  the 
past  15  years  it  has  averaged 
a  16.9%  return,  beating  the 
S&P  500  s  11%. 

Once  upon  a  time  the  American 
Century  (formerly  Twentieth  Century) 
fund  family  had  a  clearer  sense  of  pur- 
pose. Founder  James  E.  Stowers  Jr. 
looked  for  companies  with  positive 
earnings  momentum.  In  the  early 
1970s  he  wrote  a  computer  program 
that  narrowed  a  list  of  16,000  stocks  to 
1,000,  giving  his  analysts  a  starting 
point  for  final  picks.  He  launched  Ultra 
in  1981,  and  it  was  a  hit  as  the  market 
climbed  out  ot  a  Jimmy  Carter-era 
funk.  In  early  2000,  before  the  tech 
crash,  the  fund  had  amassed  assets  of 
$43  billion.  Assets  are  down  to  $10.7 
billion  now.  At  83,  Stowers  remains  on 
the  American  Century  board  but  is 
detached  from  the  management  of  the 
company  he  started  and  spends  most 
of  his  time  on  philanthropy. 

Last  year  Bruce  Wimberly,  who  had 
comanaged  Ultra  for  ten  years, 
departed,  ostensibly  because  he  wanted 
to  run  private  investments  and  spend 


more  time  with  his  family.  Later  Ger- 
ard Sullivan,  comanager  since  2001, 
and  Wade  Slome,  comanager  since 
2002,  left  Ultra  as  well,  although  Sulli- 
van is  still  with  American  Century. 

In  came  Thomas  Telford  in  June 
2006.  Previously  Telford,  40,  a  strapping 
fellow  who  coaches  kids'  flag  football 
and  soccer,  ran  New  Opportunities  II, 
an  American  Century  small-cap  growth 
fund  with  a  decent  record.  Another 
manager,  Stephen  Lurito,  American 
Century's  new  chief  investment  officer 


manufacturing,  energy  and  materials, 
not  too  far  behind  info  tech  and  tele- 
com, at  35%. 

Un-WorldCom-like  names  such  as 
Emerson  Electric,  PepsiCo  and  United 
Technologies  are  now  prominent 
among  Ultra's  holdings.  While  these 
have  decent  earnings  growth  rates,  they 
are  hardly  explosive. 

Turnover  has  increased  to  80%,  from 
33%  in  2005  under  Wimberly.  Telford 
says  a  growth  stock  has  a  finite  life,  and 
he  looks  to  get  it  at  the  sweet  spot  in  its 


Last  in  Class 


Of  the  six  best-performing  big  funds  of  the  1990s  (all  of  them  growth-oriented),  five  get 
Forbes  grades  of  A  or  A+  in  up  markets.  But  hapless  Ultra  gets  a  D. 


FUND 

TOTAL  RETURN 
YEAR  5-YEAR 
TO  DATE  ANNUALIZED 

ANNUAL 
EXPENSES 
PER  $100 

AMERICAN  CENTURY  ULTRA-INV 

16.7%  10.7% 

$0.99 1 

JANUS  TWENTY 

25.8  19.9 

0.87 

MFS  EMERGING  GROWTH-A 

18.6  16.7 

1.26' 

|  T  ROWE  PRICE  SCIENCE  &  TECHNOLOGY 

18.8  19.2 

0.97 

SELIGMAN  COMMUNICATIONS  &  INFO-A 

16.7  22.1 

1.49 2 

VAN  KAMPEN  STRATEGIC  GROWTH-A 

16.1  11.3 

1.091 

Performance  through  Sept.  30.  'Maximum  sales  charge  of  5.75%.  2Maximum  sales  charge  of  4.75%. 
Sources:  Forbes;  Upper 

for  U.S.  growth  equity,  joined  Ultra  this 
past  August. 

This  year's  return  of  16.7%  is  2.6 
points  above  a  rejuvenating  large-cap 
growth  category.  But  Morningstar  ana- 
lyst Christopher  Davis  remains  uncon- 
vinced. Telford's  initial  showing  is  too 
short  to  be  meaningful,  he  believes.  He 
also  worries  about  an  "experience 
drain,"  with  all  the  talent  leaving; 
Morningstar  gives  Ultra  only  two  stars. 
Davis  says  he  wouldn't  recommend  any 
of  American  Century's  large  growth 
funds  now. 

Telford  has  a  quarter  of  assets  in 

Ultra's  answer  to 
a  bear  market 
was:  Buy  growth 
stocks  that 

weren't  growing. 


cycle.  "The  last  thing  I  want  is  a  growth 
stock  that's  going  to  stagnate  or  go  down 
for  two  years,"  he  says.  Telford  bought 
Network  Appliance  in  May  at  $38  and, 
after  it  disappointed,  sold  at  $29  in 
August.  He  sold  Ultra's  Amazon  position 
after  the  fund  held  it  for  many  years 
(Amazon's  price  has  since  increased 
threefold)  and  greatly  trimmed  Ebay. 

Telford  has  made  some  good  calls, 
too.  Gamemaker  Nintendo  has  more 
than  doubled  since  he  began  buying  in 
December  2006.  Apple,  Ultra's  third- 
largest  holding  (2.8%  of  the  portfolio), 
is  ahead  120%  in  2007,  while  GPS- 
maker  Garmin  is  up  1 16%.  Research  In 
Motion,  a  new  addition  in  May  at  $53, 
is  now  at  $121. 

.American  Century  last  year  hired 
cyclist  Lance  Armstrong  as  a  pitchman, 
part  of  a  multimillion-dollar  brand- 
building  campaign.  If  the  fund  vendor 
can't  deliver  endurance  in  its  perform- 
ance records,  it  can  at  least  offer  up  a 
guy  who  has.  F 
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Promise  what  we  deliver. 
Deliver  what  we  promise.That's 

certainty 


Critical  situations.  Ruthless  competition.  Unforgiving  customers.  Thankfully  you  can  be  absolutely 
sure  of  your  IT  solutions  with  Tata  Consultancy  Services  (TCS).  As  one  of  the  world's  fastest  growing 
technology  and  business  solutions  providers,  TCS  has  built  a  reputation  of  delivery  excellence  based 
on  world-class  IT  solutions  that  are  on  time,  within  budget  and  consistently  deliver  superior  quality. 
So,  it  comes  as  no  surprise  that  we  pioneered  the  concept  of  the  Global  Network  Delivery  Model. 
Developed  Innovation  Labs  and  Solution  Accelerators.  Achieving  a  level  of  delivery  excellence  that 
provides  greater  value  to  our  customers  and  is  the  industry  benchmark.  Enabling  our  clients  to 
experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  ■  Business  Solutions  ■  Outsourcing 
To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 


 &   

INTERNATIONAL  INVESTING 


Real  Estate  Raj 

Indian  real  estate  developers,  enjoying  boom  times,  want  your 
capital.  Here's  one  way  to  get  it  to  them  By  Megha  Bahree 


THE  CAPITALIST  FERVOR  IN  INDIA 
has,  not  surprisingly,  a  real  estate  com- 
ponent. The  development  business — 
the  construction  of  new  commercial,  indus- 
trial and  residential  properties— is  growing 
at  least  25%  a  year,  says  a  report  by  the 
Federation  of  Indian  Chambers  of  Com- 
merce &  Industry  and  Ernst  &  Young.  That 
puts  it  at  a  minimum  $5  billion  worth  of 
projects  over  the  next  couple  of  years.  High 
rents  in  Mumbai  place  the  city  firmly  in  the 
top  ten  most  expensive  office  markets,  along 
with  London,  Hong  Kong  and  Tokyo. 


Big  international  players  are  piling  in, 
like  Singapore  developer  Ascendas  and  the 
U.S.'  Apollo  Real  Estate  Advisors.  Dubai's 
Emaar  Properties,  which  is  building  the 
worlds  tallest  tower,  in  Dubai,  has  invested 
$500  million  in  an  Indian  joint  venture. 

If  you  want  in,  you  will  encounter  bar- 
riers. Foreigners  still  cannot  directly  own 
Indian  property;  nor  may  they  own  shares 
of  companies  listed  on  Indian  exchanges. 
But  they  can  buy  shares  of  foreign  entities 
that  do  business  in  India  as  partners  of 
Indian  developers,  or  of  the  Indian  realty 


companies  listed  on  the  Alternative 
Investment  Market  of  the  London  Stock 
Exchange.  Such  AIM-listed  companies 
raised  $4  billion  in  the  past  two  years, 
with  another  $5  billion  expected  this  year. 

The  table  (p.  73)  lists  four  such  firms, 
which  are  developing  projects  themselves 
or  in  partnership  with  other  Indian 
builders.  They  are  all  on  the  AIM,  which  is 
accessible  to  Americans,  at  a  price. 
Discounter  Charles  Schwab  &  Co.,  for 
example,  requires  a  minimum  investment 
order  of  $5,000  and  charges  a  commission 
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SURANCE  I  REINSURANCE 

?  XL  Capital  group  is  rated  A+  by  A.M.  Best.* 
t  www.xlcapital.com 


FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


of  $100  or  0.5%,  whichever  is  higher. 

Sure,  the  disclosure  is  scant  and  AIM 
has  a  funky  reputation.  These  four,  at  least, 
have  been  vetted  by  Jones  Lang  LaSalle 
Meghraj,  a  joint  venture  of  well-regarded 
British  and  Indian  real  estate  money  man- 
agers operating  out  of  New  Delhi. 

Note  that  they  are  trading  at  or  below 
book  value,  which  was  calculated  by  FORBES 
using  company  financial  documents  with 
property  values  derived  from  recent 
appraisals  (not  the  historical  cost  basis  often 
used  for  U.S.  real  estate).  The  companies' 
portfolios  consist  of  raw  land  and  half-com- 
pleted and  finished  projects.  The  companies, 
some  with  huge  workforces,  aren't  like  U.S. 
real  estate  investment  trusts,  where  most  of 
the  earnings  pass  through  to  investors.  They 
keep  the  money  to  cover  growth  costs.  Don't 
expect  a  lot  of  transparency  here,  however. 
The  financial  statements  don't  show  any- 
thing comparable  to  a  U.S.  earnings  or 
funds-from-operations  figure. 

Trikona  Capital,  in  business  four 
years,  listed  its  investment  unit,  Trikona 


Trinity  Capital,  on  AIM  last  year  after  an 
offering  that  raised  $465  million.  The 
company  strikes  up  partnerships  mainly 
by  investing  in  seasoned  Indian  develop- 
ers, although  it  has  started  acquiring  land 
to  build  on  its  own.  At  this  point  it  has 
committed  all  of  its  capital,  starting  with 
$100  million  in  August  2006  that  was  put 
into  Infrastructure  Leasing  &  Finance  Ser- 
vices, a  Mumbai  developer  of  infrastruc- 
ture and  other  projects.  Among  the  dozen 
projects  Trinity  has  under  way  are  a  lux- 
ury hotel  in  Mumbai,  a  residential  and 
commercial  complex  outside  the  city  and 
an  infotech  park  in  Delhi. 

Unitech  Corporate  Parks  has  the 
biggest  land  bank,  with  10,000  acres  heav- 
ily concentrated  in  the  region  around  the 
capital,  New  Delhi.  Hirco,  strong  around 
Mumbai,  wins  kudos  from  Jones  Lang  for 
its  solid  management. 

Venture  capitalist  Aashish  Kalra  and  in- 
vestment banker  Rak  Chugh  started  Trikona 
Capital  in  2003.  The  name  ("trinity"  in 
Hindi)  refers  to  its  trilogy  of  infrastructure, 


housing  and  commercial  investments. 

Who  knows  when  India  will  get  its 
real  estate  crash,  but  for  now  Trikona  is 
coining  money.  According  to  Numis 
Securities  analyst  Colette  Ord  in  London, 
Trikona's  net  asset  value  (assets  minus 
debt)  increased  32%  in  its  first  year  as  a 
public  entity,  ahead  of  their  25%  target. 
Trikona,  she  says,  has  the  largest  number 
of  deals  and  developer-partners  of  any 
AIM-listed  Indian  realty  outfit. 

Even  with  the  welcome  mat  laid  out, 
Indian  real  estate  isn't  for  the  fainthearted. 
Kalra  and  Chugh  grew  up  in  India  and 
thought  they  knew  how  things  worked, 
but  they  had  more  than  their  share  of 
problems  at  the  outset.  The  country  ranks 
120th  out  of  178  for  ease  of  doing  business, 
according  to  a  World  Bank  analysis.  The 
two  didn't  pull  off  their  first  deal  for  three 
years.  One  investment  is  with  a  developer 
who  needed  12  years  to  track  down  the 
hundreds  of  deeds  for  a  property  outside 
Mumbai,  where  he's  building  a  residential, 
commercial  and  office  project. 


30%  FASTER  REWARDS:  INFINITELY  MORE  REWARDING' 


"Based  on  seven  nights  at  Starwood,  Hilton,  InterContine 
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Group,  and  Hyatt  full- 


HOTELS  &  RESORTS 


JW  MARRIOTT. 
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HOTELS  &  RESORTS 


A  Passage  to  Industry 


Listed  on  London's  AIM,  these  solid  companies  do  real  estate  investing  in  the  sub- 
continent. Indian  realty  deals  are  murky.  Big  plus:  having  Indians  in  charge,  as  here. 
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PRICE/ 

VALUE 

COMPANY 
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HIGH 

BOOK 

(SMIL) 

HIRCO 

$7.64 

$9.83 

0.8 

$580 

ISHAAN  REAL  ESTATE 

2.17 

2.22 

1.0 

399 

TRIKONA  TRINITY  CAPITAL 

1.78 

1.83 

0.8 

404 

UNITECH  CORPORATE  PARKS 

2.19 

2.20 

1.0 

759 

Prices  as  of  Oct.  26.  Sources:  ExShare  via  FactSet  Research  Systems;  London  Stock  Exchange. 


Kalra  and  Chugh  have  been  friends  since 
their  days  at  the  Doon  School,  an  elite  board- 
ing school  for  boys  in  northern  India.  Many 
of  their  classmates,  sons  of  India's  wealthy 
families,  are  now  in  investment  banking, 
politics  or  a  family  real  estate  business. 

"It  helped  that  we  came  from  the  right 
families  and  went  to  the  right  schools,"  says 
Chugh,  38,  the  much  more  reserved  of  the 
pair,  who  was  the  head  of  a  fixed-income 
structuring  group  at  Lehman  Brothers  in 


New  York.  "We  knew  who  to  call  to  get  those 
first  interviews  [to  pitch  our  proposals]." 

The  garrulous  Kalra,  35,  recalls  getting 
regular  dinner  invitations  to  the  houses  of 
prospective  business  partners  in  Mumbai 
and  New  Delhi.  A  bachelor  until  recently, 
he  thought  the  dinners  were  a  chance  to 
sell  Trikona's  ideas.  Turns  out  he  was 
being  vetted  as  a  prospective  groom. 

Trikona  hired  50  people  in  India  and 
put  in  charge  a  former  chief  executive  of 


Jardine  Flemings  asset  management  oper- 
ations in  India,  Mahesh  Gandhi,  who  had 
been  running  his  own  real  estate  advisory 
firm  for  several  years. 

Chugh  and  Kalra  are  developing  a 
pipeline  into  the  network  of  secretive  fam- 
ily-run business  groups  that  are  usually  the 
first  to  know  about  new  deals  coming  up.  It 
was  Gandhi  who  helped  clinch  the  firm's  first 
deal,  to  buy  into  one  of  Mumbai's  biggest  de- 
velopers, the  Keystone  Group.  The  $25  mil- 
lion investment  wasn't  large,  but  Trikona's 
managers  needed  to  get  it  done  to  establish 
themselves  with  Boman  Irani,  chairman  of 
Keystone. 

The  relationship  was  tested  as  they  ne- 
gotiated a  second  deal,  to  bid  for  the  rede- 
velopment of  some  residential  properties  in 
a  prime  district  of  south  Mumbai.  "[Irani] 
told  me  the  bid  was  closing  the  next  morn- 
ing at  1 1:45,"  recalls  Gandhi.  In  one  night  he 
signed  700  pages  of  documents.  The  next 
morning  he  discovered  on  his  way  to  work 
that  there  were  even  more  documents. 
Messy,  yes,  but  worth  the  hassle.  F 
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O  ME  BACK  IN  THE  BOOZE  BIZ 


Southern  Discomfort 

W.L.  Lyons  Brown  III  was  shoved  out  of  Brown-Forman.  Now  he's  putting  a  new 
spin  on  old  spirits — and  thumbing  his  nose  at  the  old  guard  |  By  Carrie  Coolidge 


WL.  LYONS  BROWN  III 
held  a  small  glass  under 
a  table  in  the  bar  of  a 
posh  hotel  in  Boston. 
When  he  was  certain  no 
one  was  looking,  he  took  a  bit  of  the 
Kiibler  Swiss  Absinthe  Superieure  that  a 
representative  from  the  distiller  had  smug- 
gled inside.  Brown,  47,  got  a  charge  out  of 
the  clandestine  summer  sampling  of  the 
hard-to-get  tipple.  He  insists  that  the 
potent,  licorice-flavored  spirit  is  "not  god- 
awful tasting." 

Within  a  month  Browns  fledgling  spir- 
its company,  Altamar  Brands,  had  signed  on 
as  the  sole  importer  of  Kiibler,  one  of  four 
absinthe  brands  the  Treasury  Departments 
Alcohol  &  Tobacco  Tax  &  Trade  Bureau 
recendy  approved  for  sale  in  the  U.S.,  lifting 
a  95-year  ban.  (It  was  believed  that  thujone 
in  wormwood,  long  used  in  its  manufacture, 
caused  madness.)  Brown  bets  the  intriguing 
history  of  the  highly  alcoholic  (106  proof) 
drink,  popular  among  European  artists  in  the 
19th  century,  will  appeal  to  drinkers  today. 

There  is  perhaps  a  forbidden-fruit  buzz 
to  this  strange  drink.  Absinthe  was  blamed 
when  a  Swiss  farmer  murdered  his  family 
in  1905,  and  Vincent  van  Gogh  was  said  to 
be  under  its  influence  when  he  sliced  his  ear 
in  1888.  The  fact  that  the  Drug  Enforcement 
Administrations  Office  of  Diversion  Con- 
trol still  lists  absinthe  under  "drugs  and 
chemicals  of  concern"  is  also  a  selling  point. 
Altamar  Brands  sold  1,250  cases  of  Kiibler 
for  $161  per  9-liter  case  within  weeks  of  its 
October  launch.  Some  600  restaurants,  bars 

and  liquor  stores  in 
Lyons' den:  W.L.  ,  , 

Lyons  Brown  III  with  New  York,  Boston  and 
a  glass  of  Altamar  Las  Vegas  have  al- 
Brands'  Right  Gin.      ready  signed  up  to  sell 


Your  total  solution  for  all  your  business  needs  is  closer  than  you  think. 

FedEx  Kinko's  Office  and  Print  Center  has  over  1,500  worldwide  locations,  many 
open  late.  From  copying  and  printing  to  packing  and  shipping,  FedEx  Kinko's  offers 
a  range  of  solutions  for  all  your  office  needs.  FedEx  Kinko's  helps  save  you  time  and 
money  so  you  can  focus  on  the  things  that  really  matter  —  like  growing  your  business. 
For  more  information,  go  to  fedexkinkos.com.  Our  office  is  your  office® 


FecCss  Kinko's . 


Office  and  Print  Center 


Entrepreneurs 


it.  Altamar's  cut:  $60  a  case. 

With  Altamar  Brands  of  Corona  del 
Mar,  Calif.  Brown  hopes  to  profit  from 
helping  underappreciated  distilled  spirits 
categories  find  a  new  audience.  When 
Brown  isn't  teaching  barkeeps  how  to  serve 
absinthe  as  "table  theater"— it  is  often  diluted 
with  cold  mineral  water  poured  over  a  sugar 
cube— he's  handing  out  samples  of  Altamar's 
newly  created  Right  Gin  at  lavish  parties,  a 
few  costing  as  much  as  $50,000,  in  various 
cities.  (There  will  be  75  of  them  this  year.) 
Right  Gins  $40  retail  price  may  help  it  get 
noticed  among  drinkers  under  30.  Altamar, 
which  makes  $151  on  every  case  it  whole- 
sales for  $180,  tinkered  with  the  formula  to 
make  it  more  palatable.  So  what  if  gin  sales 
in  the  U.S.  have  been  flat  for  a  while?  Brown 
is  calling  for  a  return  to  classic  martinis,  say- 
ing vodka  has  stolen  gin's  "rightful  territory!' 
"Our  desire  is  to  fix  century-old  problems 
in  spirits  categories,"  says  he.  "I  want  to 
challenge  the  status  quo." 

It's  a  habit  that  can  get  you  in  trouble. 
He  spent  17  years  at  Brown-Forman,  the 


By  the  Numbers 


Under  the  Influence 

WL.  Lyons  Brown  III  seeks  a  new  audience  for  out-of-vogue  spirits. 


EtluplrrTnl 

U.S.  last  year. 


The  number  of  cases  of  gin  sold  in  the 


The  year  Edgar  Degas  completed 
'L'Absinthe,"  one  of  his  best-known  paintings. 


Percentage  of  Brown-Forman's  $2.8  billion  in 
sales  represented  by  Jack  Daniel's  whiskey.  ** 


"L'heure  verte,"  the  green  hour,  when  absinthe 
was  popular  in  mid- 19th-century  France. 


Source:  Adams  Beverage  Group. 


conservative,  family-controlled  spirits  com- 
pany founded  by  George  Garvin  Brown  in 
1870.  Lyons  Brown,  the  eldest  member  of 
the  fifth-generation,  was  groomed  for  great- 


ness at  the  $2.8  billion  (revenues)  company 
best  known  for  Jack  Daniel's  whiskey,  Fin- 
landia  vodka  and  Southern  Comfort  liqueur. 
Brown,  whose  father,  Lee,  became 


More  than  250  years  of  uninterrupted  history... 


:hief  executive  of  the  company  when  he 
vas  39,  was  considered  a  shoo-in  for  the 
:orner  office.  But  Brown,  who  became 
3rown-Forman's  national  sales  director 
or  spirits  seven  years  ago,  was  more  out- 
ipoken  than  the  genteel,  buttoned-down 
:xecutives  around  him.  He  was  frustrated 
)y  their  reluctance  to  buy  or  create  more 
jremium  brands  in  the  1990s  as  sales  of 
ligh-end  spirits  took  off.  "We  sat  there 
ind  bought  nothing  during  a  period  in 
vhich  we  had  no  debt  in  our  balance 
iheet  and  great  cash  flow,"  says  he. 

Brown's  undoing  was  apparently  a 
;peech  he  delivered  at  the  company's 
rational  sales  meeting  in  Louisville  in  2002. 
n  his  talk  Brown  urged  the  company's  sales 
brce  to  solicit  information  about  con- 
:umer  and  marketing  trends  from  distrib- 
rtors  and  vendors  and  use  it  to  encourage 
nore  innovation  within  Brown -Form  an. 
during  the  speech  he  flipped  the  company's 
Mganizational  chart  upside  down,  telling  his 
;ales  team  they  knew  more  about  the  mar- 
ketplace than  "the  bank" — headquarters  in 


Louisville  with  its  insular  top  management. 
The  crowd  cheered.  But  he  did  not  win  favor 
with  Owsley  Brown  II,  the  company's  then 
chief  executive  and  the  younger  Brown's 
uncle.  "The  next  thing  I  knew  I  was  accused 
of  not  being  in  line  with  the  strategic  direc- 
tion of  the  company,"  Brown  says. 

Soon  after,  Owsley  pressured  Brown 
to  resign.  Copies  of  the  sales- meeting 
speech  were  circulated  to  family  mem- 
bers. "It  was  the  classic  power  struggle  in  a 
family-controlled  publicly  traded  busi- 
ness," says  Leon  A.  Danco,  a  Cleveland 
consultant  to  family  businesses.  Philip  J. 
Lynch,  a  Brown-Forman  spokesman,  says 
Brown  left  for  personal  reasons. 

Getting  shoved  out  of  the  family  business 
was  a  blow  for  Brown,  who  fondly  recalls  sit- 
ting on  his  grandfather's  lap  and  looking  up 
Brown- Forman's  stock  price  in  the  newspa- 
per when  he  was  a  kid.  His  departure  is  said 
to  have  caught  some  family  members  off 
guard  as  well  Lee  Brown,  who  controls  10.4% 
of  the  Class  A  voting  shares  at  Brown-For- 
man, gave  his  son  a  vote  of  confidence  with 


a  $300,000  investment  in  Altamar  Brands. 

Lyons  Brown  has  $2.3  million  and  a 
majority  stake  in  the  company.  He  raised 
another  $2.3  million  from  two  dozen  out- 
side investors,  including  execs  from  six 
distributors  that  do  business  in  a  total  of  37 
states.  Some  also  work  with  Brown-For- 
man. "Having  an  equity  stake  in  the  busi- 
ness will  help  them  focus,"  grins  Brown. 

Now  he's  eager  to  prove  his  business 
instincts  were  on-the-money  all  along. 
He  plans  to  create  or  buy  stakes  in  per- 
haps three  additional  high-end  brands 
with  $9  million  the  company  brought  in 
this  year  from  selling  the  marketing 
rights  to  Tequila  Corralejo,  its  first  brand, 
to  the  brand's  importer  for  $1 1.6  million. 
A  new  tequila  is  next.  Then,  perhaps, 
rum  and  whiskey.  Brown  expects  his 
company  to  post  revenue  of  $5.6  million 
next  year  and  turn  profitable  in  2010. 

Brown  says  he  has  grown  to  like 
absinthe.  But  he  savors  his  freedom  more. 
"I  like  that  I'm  not  accountable  to  anyone 
but  myself  and  my  shareholders."  F 
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The  Cancer  Diet? 

Lots  of  foods  and  minerals  stop  tumors  in  rats.  Proving  the  effect  in 
humans  is  another  matter  |  By  Robert  Langreth 


OHIO  STATE  UNIVERSITY 
cancer  researcher  Gary 
Stoner  may  have  found  a 
breakthrough  cancer  pre- 
ventive: freeze-dried  black 
raspberries.  Over  the  last  decade  he  has 
fed  large  amounts  of  the  berries  to 
rats  and  injected  them  with  potent 
carcinogens.  Rats  that  eat  the  berries 
develop  up  to  80%  fewer  colon  tumors 
than  those  who  don't. 

Small  human  trials  to  see  if  berries 
slow  precancerous  lesions  are  under  way. 
If  these  succeed,  much  larger  trials  would 
be  needed  to  confirm  an  effect.  It  could 
take  five  years — or  more. 

So  it  goes  in  the  murky  world  of 
studying  cancer  and  diet.  Each  year  brings 
a  drumbeat  of  lab  studies  suggesting  links 
between  various  dietary  chemicals  and 
cancer  prevention:  broccoli,  soy,  ketchup, 
bran,  selenium.  And  then  the  studies 


come  a  cropper.  "Green  tea  is  the  cure-all 
one  week,  and  the  next  the  data  isn't 
good,"  says  nutritionist  Linda  Chio,  who 
works  at  the  New  York  University  Clinical 
Cancer  Center.  "People  say,  'Tell  me  all  I 
have  to  do  is  eat  this  and  stop  this  and  I 
will  be  able  to  avoid  cancer.'  We  are  not 
there  yet."  She  tells  people  to  eat  lots  of 
fruits  and  vegetables,  go  light  on  red  meat, 
stay  slim  and  not  sweat  the  details. 

Cancer  takes  years  or  decades  to 
develop,  so  reliable  trials  are  tough 
to  perform.  Gastroenterologist  Moshe 
Shike,  who  heads  nutrition  for  the 
Memorial  Sloan -Kettering  Cancer  Cen- 
ter, says  what  people  don't  want  to  hear: 
"We  don't  know  of  any  nutritional 
regimen  we  can  positively  say  prevents 
cancer."  Adds  Harvard  School  of  Public 
Health  epidemiologist  Walter  Willett:  "It 
is  hard  to  put  a  finger  on  a  specific  food 
that  prevents  cancer  in  general." 


One  reason  to  think  diet  has 
impact  on  cancer  is  that  countries  wit 
differing  diets  have  very  different  canct 
rates.  The  Japanese  have  lower  rates  ( 
prostate  and  breast  cancer  than  the  U.S., 
fact  attributed  to  their  greater  intake  c 
soy  and  low-fat  foods.  And  rates  c 
stomach  cancer  are  much  higher  in  mar 
Asian  countries,  where  the  food  is  heavi 
salted.  By  some  estimates,  30%  of  canc< 
risk  is  attributable  to  diet. 

But  Willett  says  it's  becoming  cle; 
that  most  of  the  dietary  risk  is  due  not  I 
specific  foods  but  to  Americans'  obesi' 
and  bulging  waistlines,  which,  he  says,  a: 
second  only  to  smoking  as  preventab 
causes  of  cancer.  One  900,000-perso 
study  in  2003  found  that  obesity  raised  tl 
cancer  risk  by  52%  in  men  and  62%  i 
women.  Alcohol  is  also  a  clear  risk  fact< 
for  many  cancers.  After  these,  specif 
foods  make  up  a  fairly  modest  6%  to  7 
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HEARD  ON  BROADWAY 
MONDAY  2:29  PM 

Guy  with  PDA:  I  love  it.  How  soon  can  we 
get  this  into  stores? 

Short  guy:  Six  months,  maybe  seven. 

Guy  with  PDA:  What  can  we  do  in  six  weeks? 

Short  guy:  Change  the  color? 

While  other  people  talk  about  getting  to  market  faster,  we 
can  help  you  get  to  market  faster.  IBM  worked  with  Clarion 
Malaysia  to  speed  product  innovation,  reducing  design 
cycle  time  by  half.  See  how  at  ibm. com/do/electronics 
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of  cancer  risk,  Willett  estimates.  H.  Gilbert 
Welch,  a  researcher  with  the  Department 
of  Veterans  Affairs,  calls  the  huge  effort  to 
find  a  dietary  solution  "tinkering"  and 
argues  that  it  would  be  better  to  invest  in 
new  treatments. 

Here  is  a  rundown  of  the  most  debated 
cancer  causers  and  preventers  among  foods 
and  supplements: 

Fruits  and  vegetables 

Fruits  and  vegetables  are  thought  to  be 
beneficial,  but  the  evidence  "is  much 
weaker  than  it  was  ten  years  ago,"  says 
Harvard's  Willett.  Two  giant  studies 
reported  in  the  Journal  of  the 
American  Medical  Association,  for 
example,  found  no  relation 
between  breast  cancer  risk  and 
fruit  and  vegetable  intake.  Hope 
springs  eternal:  A  recent  panel 
convened  by  the  not-for-profit 
American  Institute  for  Cancer  Research 
concluded  fruit  and  vegetable  intake 
probably  reduces  the  risk  of  stomach, 
esophagus  and  mouth  tumors. 

Red  meat 

Many  epidemiological  studies  show  that  a 
high  intake  of  red  meat  bolsters  colon 
cancer  risk.  The  reasons  are  unclear  but 
could  include  carcinogens  produced 
during  grilling.  A  2005  American  Cancer 
Society  study  of  149,000  adults  found  that 
those  who  ate  the  most  red  meat  had  a 
40%  higher  risk  of  colon  cancer.  The  AICR 
panel  calls  the  red  meat/colon  cancer  link 
"convincing." 

Vitamins  A,  C,  E  and 
beta-carotene 

Millions  take  these  vitamins 
and  antioxidant  supplements 
in  the  hope  of  preventing 
cancer  and  other  ills.  Some 
antioxidant  studies  showed 
decreased  cancer  risk,  includ- 
ing  one  trial  in  China.  But  several  big 
studies  have  found  no  effect.  A  study  of 
20,000  British  heart  patients  compared 
vitamins  with  placebo  pills  for  five  years 
and  found  no  difference  in  cancer  rates 
or  heart  risk,  even  though  blood  levels  of 
the  vitamins  skyrocketed.  A  2004  Dan- 
ish analysis  of  14  previous  trials  found 


antioxidant  vitamins  and  beta-carotene 
were  duds  in  preventing  gastrointestinal 
tumors. 

This  year  the  Danes  published  a 
bigger  analysis  in  JAMA  that  showed  a  5% 
higher  risk  of  death  among  those  who 
took  significant  amounts  of  vitamin  A,  E 
or  beta-carotene.  (Vitamin  C  was  neutral.) 
Senior  author  Christian  Gluud  of 
Copenhagen  University  Hospital  advises 
against  using  supplements. 

The  industry  group  Council  for 
Responsible  Nutrition  says  the  cancer 
studies  were  done  on  sick  people  and 
don't  shed  light  on  antioxidant  effects  in 
healthy  people.  It  (and  some  doctors) 
argues  the  JAMA  study  is  skewed  because 
it  excluded  positive  results. 

Soy 

Japanese  men  are  less  likely  to 
get  prostate  cancer  than 
Americans.  Is  their  higher 
soy  intake  responsible? 
Soy  contains  estrogenlike 
compounds  that  inhibit  the 
hormones  that  fuel  tumor 
growth.  One  recent  study 
surveyed  the  diets  of  43,509 
Japanese  men  and  found  that  those 
who  ate  a  lot  of  soy  had  half  the  risk  of 
localized  prostate  cancer.  But  they  didn't  have 
lower  rates  of  advanced  prostate  cancer.  A 
toss-up. 

Selenium 

Interest  in  this  element  (found  in  nuts,  meat 
and  fish)  exploded  in  1996  after 
University  of  Arizona  researchers 
studying  selenium  supplements  to 
prevent  skin  cancer  unexpectedly 
found  they  reduced  the  incidence 
JU  of  prostate  cancer  by  60%  in  a 
f  I  1 ,3 1 2-patient  trial.  But  those  results 
f  aren't  definitive,  and  the  study 
found  higher  rates  of  certain  skin 
cancers  and  diabetes  in  the 
folks  who  got  the  selenium.  A  U.S.- 
government-sponsored  study 
comparing  selenium  and/or 
vitamin  E  with  placebo  pills  in 
35,000  healthy  men  should 
setde  the  matter.  Results  may 
not  come  for  five  years.  Ex- 
cessive selenium  is  toxic. 
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Tomatoes 

In  1995  Harvard  researchers 
studying  48,000  male  health 
workers  found  that  the 
more  tomato  products  they 
ate,  the  less  likely  they  were 
to  be  diagnosed  with 
prostate  cancer  over  the 
next  six  years.  They  attributed 
this  to  the  antioxidant  chemical 
lycopene  in  the  fruit.  But  the  Food  & 
Drug  Administration  recently  analyzed 
all  the  data  on  cancer,  lycopene  and 
tomatoes  in  response  to  companies 
seeking  to  make  health  claims.  Its 
conclusion:  There  is  "no  credible 
evidence"  that  lycopene  prevents  any 
tumor  and  only  "very  limited  evidence" 
that  tomatoes  stave  off  prostate 
cancer. 

Low-fat  diet 

Researchers  have  long  wondered 
whether  the  high  breast  cancer 
rate  in  the  U.S.  is  due  to  a  high- 
fat  diet.  But  big  human  trials 
have  shown  little  relationship. 
In  2006  a  government  study  of 
49,000  postmenopausal  women  found  that 
those  assigned  a  low-fat  diet  eased  their 
risk  of  breast  cancer  by  9%  over  eight  years; 
the  difference  was  not  statistically  mean- 
ingful. (It  did  help  with  ovarian  cancer.) 
Meanwhile,  two  trials  have  examined 
whether  a  lower- fat  diet  prevents  breast 
cancer  from  recurring.  One  found  a 
modest  effect,  the  other  none. 

Fiber 

Another  theory  is  that  fiber  in  food  may 
block  colon  cancer  by  removing  carcino- 
gens from  the  bowel.  In  2003  a  survey 
that  tracked  520,000  Europeans  (not  a 
controlled  trial)  found  that  those  who 
ate  the  most  fiber  had  a  40%  lower 
risk  of  colon  cancer.  But  that  was  fol- 
lowed in  2005  by  a  725,000-person 
Harvard  survey  finding  that  fibrous 
diets  had  little  impact  on  colon 
cancer  rates.  Meanwhile,  several 
controlled  trials  examined  whether 
high-fiber  diets  or  bran  supple- 
ments could  prevent  precancerous 
colon  polyps  in  high-risk  patients. 
They  didn't  help.  F 


HEARD  ON  RED-EYETO  FRANKFURT 
WEDNESDAY  6:15  AM 

Pink  argyles:  How  are  we  doing  on  the 
global  collaboration  plan? 

Barefoot:  We're  having  trouble  getting 
buy-in  from  the  local  offices. 

You've  heard  everyone  talk  about  innovative  business 
models,  but  IBM  has  the  experience  to  help  you  actually 
get  it  done.  Download  our  white  paper  "The  Power  of  Many" 
at  ibm. com/do/leaders 
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Viral  Vertigo 

A  drug  for  stealth  killer  hepatitis  C  has  been  years  in 
the  making.  Hopes  for  a  blockbuster  are  feverish. 

By  Robert  Langreth 


I  F  YOU  WANT  TO  KNOW  WHY  DRUG 
|  research  remains  a  slow  and  frustrat- 
|  ing  business  even  in  this  golden  age 
I  of  molecular  biology,  look  at  the 
I  troubles  Vertex  Pharmaceuticals  has 
gone  through  to  devise  a  new  drug  to 
combat  hepatitis  C. 

Hep  C  chronically  infects  3.2  million 
Americans.  The  liver  disease  is  spread 
through  direct  contact  with  tainted  blood. 
Most  people  don't  know  they  have  it 
because  the  disease  can  lie  dormant  for 
decades.  It  now  kills  10,000  each  year,  but 
the  death  toll  could  soar. 

Vertex  has  a  drug  in  the  pipeline 
called  telaprevir  that  it  hopes  will  be  the 
first  in  a  new,  more  powerful  generation 
of  hep  C  treatments.  Telaprevir  is  a 
protease  inhibitor  that  attacks  the  virus 
directly  and  blocks  its  replication,  much 
the  way  antiretrovirals  revolutionized  the 
treatment  of  AIDS  over  a  decade  ago. 
Existing  hep  C  treatments,  based  on  bio- 


engineered  versions  of  the  natural 
immune  system  protein  alpha  interferon, 
attack  the  virus  indirectly  and  work  half 
the  time,  at  best,  for  the  most  common 
strain.  The  side  effects — fever,  fatigue  and 
anemia — are  so  bad  that  many  patients 
forgo  treatment,  rolling  the  dice  that  their 
livers  won't  fail. 

Vertex,  an  18-year-old  firm  in  Cam- 
bridge, Mass.,  has  always  been  on  the  cusp 
of  having  a  big-selling  drug,  yet  has  never 
quite  scored  with  one.  A  lot  of  hopes  are 
riding  on  telaprevir.  Midstage  trial  data 
revealed  this  month  showed  that  telapre- 
vir, when  combined  with  existing  drugs, 
cleared  the  virus  in  61%  of  patients  in  the 
U.S.  and  65%  of  patients  in  Europe;  it  did 
this  in  24  weeks,  versus  48  weeks  needed 
for  existing  therapies. 

The  drug  is  clearly  effective,  but  there 
were  a  lot  of  buts  the  day  the  data  came  out. 
Wall  Street  knocked  the  stock  down  9%.  The 
results  were  at  the  low  end  of  investor  ex- 


Hepatitis  C  pectations,  says  Cowen  & 

virus  (left)  kills  Co.  And  a  company 
10.000  Americans  caued  Remark  Laborato- 
a  year. 

nes  has  come  out  of 
nowhere  with  data  on  an  unheralded  anti- 
parasite  drug  that  seems  effective  on  one 
hep  C  strain. 

At  least  two  years  of  trials  remain 
before  any  of  the  new  drugs  hit  the  market. 
Sanford  C.  Bernstein  projects  annual  sales 
of  hep  C  drugs  will  surge  from  $2.5  billion 
today  to  $1 1  billion  in  2012.  Vertex  could 
snag  a  chunk  of  that— if  its  drug  is  safe  and 
effective.  Four  other  hep  C  drugs  suffered 
setbacks  this  year.  Vertex's  stock  sank  13% 
on  Oct.  18  when  Schering-Plough  touted 
promising  results  for  its  rival  protease 
inhibitor. 

Vertex  has  already  surmounted  an 
array  of  problems  since  it  started  working 
on  hep  C  in  1993.  It  took  two  years  to  get 
a  stable,  crystalline  form  of  the  hepatitis  C 
protease  enzyme  for  study.  Once  this  was 
done,  "it  became  clear  what  a  remarkable 
challenge"  designing  a  protease  inhibitor 
would  be,  says  Vertex  executive  John 
Thomson.  Most  enzymes  have  grooves 
that  druglike  chemicals  can  snuggle  into, 
blocking  their  function.  The  surface  of  the 
hepatitis  C  protease  turned  out  to  be  flat. 
Finding  a  drug  that  would  stick  was  akin 
to  climbing  a  sheer  cliff  with  no  cracks. 
The  company  had  to  engineer  a  chemical 
by  mimicking  the  enzyme's  target.  It  took 
another  three  years  to  figure  out  a  way  to 
grow  the  virus  in  a  test  tube,  a  require- 
ment for  testing  an  antiviral. 

Doctors  hope,  ultimately,  to  boost  cure 
rates  by  combining  protease  inhibitors 
with  a  second  drug  class  called  polymerase 
inhibitors.  Roche,  one  of  several  firms  in 
the  polymerase  hunt,  just  unveiled  data 
showing  its  drug  helped  eliminate  signs  of 
the  virus  in  the  blood  in  81%  of  patients 
after  an  initial  four  weeks  of  treatment; 
dosing  is  continuing  to  see  if  the  drug  can 
keep  the  virus  away. 

One  or  more  of  the  new  compounds 
are  likely  to  work.  "We  are  going  to  have 
much  higher  response  rates  in  the  very 
near  future.  It  is  going  to  blow  the  market 
wide  open,"  predicts  Mount  Sinai  School 
of  Medicine's  Douglas  Dieterich,  who  is 
testing  the  Roche  compound.  F 
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Your  changing  business  is  connected  to  a  wide  variety  of  computing  devices 

is  connected  to  new  threats  that  attack  those  devices 
is  connected  to  the  power  of  one  comprehensive,  integrated  solution 


to  manage  their  security. 


ymantec  Endpoint  Protection.  The  next  generation  of  security  from  the  leader  in  antivirus. 

lew  threats  require  new  means  of  protection.  Antivirus  alone  is  no  longer  enough.  That's  why  we've  combined  our 
roven  security  and  advanced  threat  prevention  technologies  with  our  Network  Access  Control  capabilities  in  a  single 
gent,  managed  by  a  single  console.  Now  you  can  have  maximum  security  in  a  smaller,  less  intrusive  product  that 
lakes  it  easier  for  you  to  help  protect  every  endpoint  in  your  company.  Visit  symantec.com/sep 


Confidence  in  a  connected  world. 
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AIG's  board 
banished 

Hank 
Greenberq 

amid  fraud 

charges  that 
haven't 

materialized. 
He's  plotting  a 

comeback — 
and  perhaps  a 

proxy  fignt. 


CHARLES  GASPARINO 


MAURICE  (HANK)  GREENBERG,  UNREPEN- 
tant  and  angry,  still  seethes  two  and  a  half 
years  after  he  was  forced  out  of  AIG  under 
a  cloud  of  fraud  allegations.  In  his  37-year 
reign  he  had  overseen  a  700-fold  explo- 
sion in  AIG's  market  value,  to  a  peak  of 
$230  billion,  making  it  the  most  valuable 
insurer  in  the  world.  But  his  own  hand- 
picked  board  ousted  him  rather  than  risk 
the  wrath  of  Eliot  Spitzer,  then  New  York's 
attorney  general  and  now  its  governor.  His 
supposed  offenses  related  to  arcane 
accounting  issues  involving  sums  of 
money  that,  in  a  giant  AIG's  size,  were 
comparatively  small. 
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The  board's  adviser  in  this  summary  execution  was 
Richard  Beattie,  chairman  of  the  law  firm  Simpson  Thatcher  & 
Bartlett.  So  when  Greenberg  bumped  into  him  at  a  reception 
in  New  York  a  few  months  ago,  he  was  ready  to  pounce. 
Beattie  seemed  to  give  him  a  polite  nod,  as  if  any  bad  blood 
had  dissipated. 

"What  a  disingenuous  little  prick,"  Greenberg  said  to  him- 
self, as  he  told  someone  later.  As  the  event 
ended  and  Beattie  headed  for  the  exit,  Green- 
berg caught  up  to  his  nemesis,  gave  him  a 
brisk  tap  on  the  shoulder  and  snapped:  "Dick, 
the  final  chapter  hasn't  been  written  yet."  Star- 
tled, Beattie  replied,  "Hank,  there's  probably  a 
number  of  chapters  not  written  yet." 

That  is  what  worries  AIG  executives 
most,  for  Greenberg  retains  a  powerful  grip 
on  the  company  he  constructed — more  so 
than  any  other  deposed  chieftain  in  corpo- 
rate America.  He's  the  most  visible  player  in 
Starr  International,  a  privately  held  Swiss  and 
Bermudan  firm  that  controls  10%  of  AIG 
stock,  252  million  shares  worth  $15.4  billion. 
Greenberg  has  told  friends  he  is  contemplat- 


were  set  aside  as  part  of  a  compensation  plan  for  AIG  execu- 
tives, and  we  want  them  back,"  says  an  AIG  exec.  "They  can't 
make  me  sell  anything,"  says  Greenberg.  The  case  is  pending, 
without  any  trial  date. 

In  the  meantime,  Greenberg  can  do  whatever  he  wants  with 
his  own  personal  AIG  stake,  now  36.6  million  shares.  Since  his 
disgraced  exit  in  March  2005,  Greenberg  has  sold  6.7  million 
and  bought  a  firm  specializing  in  property 
and  casualty  insurance  from  Warren  Buffett's 
Gen  Re.  But  his  entrepreneurial  adventures 
are  just  a  diversion.  His  obsession  remains  the 
giant  firm  he  built.  He  labels  as  "wimps"  the 
two  former  friends — board  members  Frank 
Zarb,  the  former  Nasdaq  chairman  who 
became  AIGs  lead  director  in  the  crisis,  and 
Bernard  Aidinoff  of  Sullivan  &  Cromwell — 
for  caving  in  to  Spitzer.  And  he  has  told  some 
people  he  may  file  a  defamation  suit  or  other 
legal  action  against  Spitzer,  "a  man  who  has 
abused  the  rule  of  law."  (There  might  be  a 
statute  of  limitations  problem  here.)  "I  can't 
tell  you  how  that's  going  to  play  out,"  Green- 
berg says,  "but  I'm  not  afraid  of  him." 


"I  have  only  built  the  largest  insurance 

company  in  the  world/"  says  Greenberg. 
"I  have  nothing  to  be  ashamed  of." 


ing  a  proxy  fight  to  fire  the  board  that 
betrayed  him  and  retake  control  of  the 
empire  he  erected.  "I  have  only  built  the 
largest  insurance  company  in  the  world,"  he 
says.  "I  have  nothing  to  be  ashamed  of.  I've 
done  nothing  wrong." 

Says  one  AIG  insider:  "I  have  no  doubt 
that  Hank  still  wants  to  run  this  place,  and 
he  would  do  whatever  it  takes  to  come  back. 
Whether  he  can  do  it  or  not  is  another  story, 
but  he  would  try."  In  early  November  Green- 
berg filed  a  form  with  the  SEC  that  changes 
Starr  International's  status  in  AIG  from  a 
passive  investor  to  an  active  one.  It  appears 
that  he  has  no  intention  of  reclaiming  the 
chief  executive's  throne,  only  of  getting  con- 
trol of  the  board  and  firing  present  management. 

Starr  International  is  owned  by  a  mix  of  philanthropic  enti- 
ties and  former  AIG  execs;  it  got  its  AIG  stake  in  1970  by  selling 
an  international  insurance  sales  operation  to  AIG.  After  that 
Greenberg  used  Starr  as  a  parking  place  for  AIG  execs'  stock- 
options  plan,  thereby  letting  AIGs  financials  avoid  any  adverse 
impact.  In  responding  to  a  lawsuit  over  corporate  artwork,  AIG 
countersued  Starr  in  federal  court  in  September  2005,  arguing 
that  its  stake  in  AIG  should  be  controlled  by  AIG.  "Those  shares 


Greenberg  nemesis  Eliot  Spitzer. 


He  might  like  to  wreak  vengeance  on  the 
New  York  Times,  a  paper  he  blames  for  print- 
ing damaging  leaks  from  his  foes  and  con- 
tributing to  his  downfall.  The  Sulzberger 
family  is  firmly  in  voting  control  of  this  com- 
pany but  conceivably  would  succumb  to  an 
all-cash  tender  offer  of  the  sort  that  landed 
Dow  Jones  &  Co.  for  Rupert  Murdoch.  A 
year  ago  Greenberg  bought  a  smallish  chunk 
of  New  York  Times  Co.  shares  and  tried  to 
line  up  a  proxy-fight  ally  who  also  had  been 
drubbed  by  the  Times:  Morgan  Stanley 
Chairman  lohn  Mack. 

Mack  is  said  to  have  told  him  the  idea  was 
"crazy"  and  that  if  Greenberg  wanted  to  start 
amassing  shares,  he  would  have  to  use  another 
brokerage  firm;  Morgan  would  have  no  part  of  it.  Undaunted, 
Greenberg  says:  "If  it  ever  became  established  that  [the  Sulzberg- 
er] changed  their  minds,  then  I  would  be  interested." 

In  his  bid  for  vindication — or  revenge — Greenberg  is 
buoyed  by  the  fact  that  in  his  last  eight  years  running  AIG  it 
averaged  a  15%  annual  return  on  equity,  putting  it  well  ahead 
of  competitors  like  CNA,  Chubb  and  Travelers,  while  since  his 
defrocking  it  has  managed  only  a  middle-of-the-pack  13.6%. 
AIGs  current  management,  Greenberg  contends,  is  too  timid 
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Talk  to  the  hand:  deposed  AIG  chief  executive  Hank  G 


to  make  a  big  acquisition  or  strategic  move.  "The  place  has 
been  run  by  a  bunch  of  lawyers  who  don't  know  anything 
about  business,"  he  opines.  Beattie,  in  particular,  is  on  his  list  of 
undesirables. 

He  is  only  a  bit  more  charitable  in  his  view  of  Martin  Sulli- 
van, the  AIG  lifer  who  succeeded  him.  They  worked  together 
for  years,  and  Greenberg  had  picked  him  as  one  of  a  few  possi- 
ble heirs.  "He's  Irish  and  good  with  insurance  brokers," 
Greenberg  says.  But  "he  has  little  education  ...  I  thought'  he 
had  street  smarts."  An  AIG 
spokesman  counters,  tersely, 
that  Sullivan  "is  not  Irish 
but  English"  and  says  while 
Sullivan  didn't  graduate 
from  college,  he  spent  34 
years  in  many  jobs  at  AIG. 

Greenberg  is  feeling 
cocky  on  the  legal  front,  as 
well.  In  the  days  after 
Greenberg  was  excommuni- 
cated from  his  company, 
Spitzer  spoke  brazenly  on 
national  television  of  "over  a 
billion  dollars  of  accounting 
frauds."  He  declared  that 
Greenberg  had  broken  the 
law  and  cited  "overwhelm- 
ing evidence"  of  deals  aimed  at  deceiving  the  market.  "We  call 
that  fraud.  It  is  deceptive.  It  is  wrong.  It  is  illegal,"  he  said  on 
the  ABC  Sunday- morning  news  program  This  Week  with 
George  Stephanopoulos. 

But  the  state  attorney  general  never  filed  criminal  charges 
against  Greenberg.  Instead,  in  May  2005  he  filed  all  of  six  civil 
charges,  among  them  accounting  fraud — and  in  September 
2006  dropped  two  of  them  for  lack  of  evidence.  More  than  a 
year  later  no  trial  date  has  been  set. 

What  remains  of  the  case  must  be  pursued  by  Spitzer's 
successor  as  attorney  general,  Andrew  Cuomo,  a  political  rival. 
Greenberg's  attorney,  the  flamboyant  David  Boies,  says  he 
expects  the  other  charges  to  dissolve  as  well.  The  Securities  & 
Exchange  Commission  hasn't  yet  filed  even  civil  charges 
against  Greenberg,  despite  investigating  the  case  for  two  and  a 
half  years.  In  September,  for  the  first  time,  Greenberg  had  been 
set  to  meet  with  SEC  investigators  for  three  days  of  question- 
ing, but  he  balked  at  the  last  minute. 

One  concern:  A  separate  federal  criminal  trial  is  set  to 
begin  in  January  in  a  related  case.  The  U.S.  Department  of 
Justice  is  prosecuting  four  Gen  Re  executives  and  one  AIG  exec 
in  the  reinsurance  deals  that  led  to  Greenberg's  downfall. 
Greenberg  was  worried  that  anything  he  told  the  SEC  might  be 
used  in  that  case. 

AIG,  for  its  part,  was  quick  to  settle  charges  and  get  the 
prosecutors  off  its  back.  The  company  paid  $1.6  billion  in  fines 
and  penalties  and  took  a  $3.6  billion  aftertax  charge  to  earn- 
ings to  undo  the  artificial  boost  from  allegedly  questionable 


reenberg. 


accounting  practices  over  a  five-year  period.  (The  charge 
amounted  to  1 1%  of  the  $34  billion  that  AIG  had  reported 
earning  from  2000  through  2004.) 

"If  he  doesn't  get  charged,  we  want  our  $1.6  billion  back," 
says  one  AIG  official.  But  if  Greenberg  emerges  unscathed  from 
the  legal  travails,  it  could  strengthen  his  hand  in  a  possible 
proxy  fight  against  his  old  company. 

Greenberg  is  82  years  old  now,  trim,  wiry  and  surprisingly 
strong.  He  vows  to  live  another  20  years.  Always  a  health  nut, 

he  recently  adopted  a  vegan 
diet  (no  eggs,  milk  or  other 
animal  products).  He  pumps 
iron,  and  spews  invective, 
while  working  out  at  Serious 
Strength,  a  gym  for  the 
swells  on  the  Upper  West 
Side  of  Manhattan. 

Clad  in  a  tight  white  T 
shirt  and  spandex  shorts, 
and  weighing  all  of  153 
pounds  at  5  feet  8  inches  tall, 
he  sits  at  a  leg-lifting 
machine  with  his  knees  at 
his  chest.  He  pushes  375 
pounds  out  and  back  ten 
times  in  a  row,  rests  three 
seconds  and  does  it  again. 
"He  has  the  muscle  mass  of  someone  under  age  40,"  says 
Greenberg's  trainer,  Fredrick  Hahn,  who  owns  the  gym. 

Finishing  up  one  last  set  of  shoulder  presses,  Greenberg 
wipes  off  a  gleam  of  sweat  from  his  forehead  and  says,  "Let's 
see  Spitzer  do  this.  He'd  better  get  in  shape." 


ANK  GREENBERG  WAS  4  YEARS  OLD  WHEN  THE  STOCK 
market  crashed  in  1929  and  the  Great  Depression  followed. 
When  he  was  6  his  dad  died,  and  he  grew  up  in  the  Catskills  of 
New  York  with  a  stepfather  who  owned  a  small  dairy  farm,  and 
his  mother,  a  manicurist.  Greenberg  fought  in  the  Army  in 
World  War  II,  got  a  law  degree  at  New  York  Law  School  (not  to 
be  confused  with  New  York  University  School  of  Law)  in  1950 
and  served  in  the  Army  again  in  the  Korean  War. 

"You  should  never  discount  how  much  he  was  molded  by 
war,"  says  a  pal  who  worked  for  Greenberg  at  AIG.  "This  guy 
has  a  frame  of  mind  that  everyone  is  in  a  platoon  and  he's  the 
platoon  chief 

Greenberg  joined  American  International  Cos.  (now  AIG) 
in  1960.  It  was  founded  in  1919  by  the  man  who  would 
become  his  mentor,  Cornelius  Vander  Starr,  an  insurance  pio- 
neer who  sold  policies  in  China.  Today  AIG  remains  the  only 
global  insurer  that  solely  owns  its  China  life  insurance  sub- 
sidiary, while  other  players  must  accede  to  partial  ownership 
by  the  Chinese  government  or  Chinese  partners. 

In  1968  Greenberg  took  over  as  chief  executive.  At  the 
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time,  AIG  was  a  privately  held  midsize  outfit  that  wasn't  even 
listed  on  the  New  York  Stock  Exchange  (it  joined  the  Big  Board 
in  1984).  In  the  next  four  decades  he  built  AIG  into  a  colossus 
through  dozens  of  small  acquisitions  and  two  big  ones:  He 
bought  SunAmerica  in  1998  for  $18  billion  and  American 
General  in  2001  for  $23  billion. 

In  his  reign  at  AIG  Greenberg  epitomized  the  imperious 
chief  executive  and  dictated  even  the  tiniest 
details.  He  ensured  the  menu  in  the  corpo- 
rate dining  room  offered  healthful  fare, 
including  his  favorite  dish,  baked  scrod. 
Some  board  members  found  him  demean- 
ing and  confrontational  when  they  dared 
make  suggestions  on  how  to  run  the  com- 
pany. In  meetings  with  investors  he  belittled 
even  some  of  the  biggest  institutional  hold- 
ers when  they  asked  questions  he  didn't  like. 

By  2000  AIG's  market  value  reached 
$230  billion,  up  from  $300  million  when  he 
began  running  it.  He  would  obsess  about 
the  company's  stock  price.  At  the  New  York 
Stock  Exchange  the  staff  had  a  nickname  for 
the  irascible  AIG  chief:  Mr.  Yoohoo,  for  his 
frequent  calls  to  complain  about  the  trading 


AIG  Chief  Martin  Sullivan 


AIG  board  members  fretted  over  the  escalating  crisis,  but 
when  they  spoke  to  Greenberg  about  it,  he  was  defiant,  saying 
their  questions  were  stupid.  Spitzer's  office  took  depositions 
from  scores  of  AIG  officials  and  demanded  one  from  Green- 
berg, but  the  AIG  patriarch  took  the  Fifth  Amendment,  under- 
mining AIG's  public  posture  of  full  cooperation. 

Amid  the  regulatory  furor  AIG's  auditors  at  Pricewater- 
houseCoopers  balked  at  certifying  finan- 
cial results  for  2004;  they  said  Greenberg 
must  go. 

But  Greenberg  was  braced  for  war,  pro- 
tecting his  wealth  from  seizure  by  the  feds 
by  moving  $2  billion  in  AIG  stock  that  he 
personally  owned  into  the  name  of  his  wife 
of  50  years,  Corinne.  His  plan  was  simple: 
Ignore  Spitzer  and  pressure  Pricewater- 
house  to  certify  the  company's  financials. 

The  AIG  board,  however,  braced  for  set- 
tlement. Directors  had  brought  in  Beattie  for 
legal  advice,  and  the  stark  consequences  of 
the  auditors'  stance  and  an  indictment  were 
laid  out:  AIG  could  collapse.  If  criminal 
charges  were  filed — even  without  ever  being 
tried — AIG's  stock  price  would  plummet,  in- 


The  question  is  whether  Greenberg 

wants  to  reclaim  his  company  and 
rehabilitate  his  own  image — or  exact  revenge. 


of  AIG  stock.  At  one  point  early  this  decade 
federal  regulators  looked  at  whether  Green- 
berg had  improperly  influenced  floor 
traders  at  the  NYSE.  That  led  nowhere,  but 
in  2003  and  2004  AIG  settled  several  cases  in 
which  it  was  accused  of  helping  corporate 
clients  massage  their  earnings  numbers 
through  complex  financial  products. 

By  February  2005  regulators  began  to 
scrutinize  AIG's  efforts  to  massage  its  own 
financial  results.  By  this  time  Eliot  Spitzer 
had  become  the  lawman  most  feared  on 
Wall  Street.  He  had  filed  a  series  of  high- 
profile  cases  against  huge  firms  and  pushed 
them  into  settling  rather  than  face  the  dev- 
astating effects  of  criminal  charges  being 
filed,  exacting  a  $100  million  settlement  from  Merrill  Lynch 
and  a  $1.4  billion  payout  from  a  passel  of  Wall  Street  titans. 

Spitzer's  sleuths  descended  on  one  set  of  transactions  in 
particular,  involving  AIG  and  Berkshire  Hathaway  s  General  Re 
subsidiary.  The  centerpiece  exchange,  in  2000,  involved  "finite 
reinsurance,"  by  which  AIG  was  able  to  raise  its  loss  reserves  by 
$500  million  without  subtracting  that  sum  from  its  earnings — 
an  impact  of  2%  of  the  total  $25  billion  in  total  reserves  that 
AIG  had  for  the  year. 


stitutional  holders  would  be  forced  to  sell  be- 
cause of  their  own  bylaws,  and  the  company 
could  lose  the  sterling  credit  quality  it 
needed  to  write  insurance  and  derivative  con- 
tracts on  favorable  terms.  Board  members, 
including  Greenberg's  pals,  Frank  Zarb  and 
Bernard  Aidinoff,  also  worried  about  their 
own  liability:  Would  they  be  held  account- 
able in  the  post-Enron  era? 

With  Beattie  in  the  room,  the  board  was 
told  that  the  only  solution  was  for  Greenberg 
to  resign  as  chief  executive.  Zarb  relayed  the 
message  to  Greenberg.  "You're  making  a  big 
mistake,"  Greenberg  told  him.  The  chief  also 
told  other  board  members  that  Zarb  was 
trying  to  take  over  the  company.  An  AIG 
spokesman  calls  the  assertion  "absurd" 

Greenberg  was  forced  to  relinquish  the  chief  executive  role 
on  Sunday,  Mar.  13, 2005.  Soon  after,  board  members  had  din- 
ner at  the  St.  Regis  in  New  York,  and  Greenberg  barely 
acknowledged  their  presence,  refusing  to  shake  hands  with 
Zarb  and  others  he  felt  had  turned  on  him.  Greenberg  refused 
to  turn  over  to  AIG  documents  from  the  New  York  offices  of 
Starr  International's  insurance  brokerage  firm,  C.V.  Starr. 
When  Attorney  General  Spitzer  heard  that  news,  he  issued  an 
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unalloyed  threat:  Greenberg  must  relinquish  his  remaining 
title,  chairman,  or  AIG  should  prepare  for  possible  criminal 
indictment.  The  board  complied. 

Greenberg  had  been  shocked  at  how  quickly  his  eldest  son, 
Jeffrey,  had  been  forced  out  as  chief  executive  at  Marsh  & 
McLennan  to  mollify  Spitzer  in  an  earlier,  unrelated  case.  But 
Hank  Greenberg  had  ruled  AIG  so  absolutely  and  was  so  accus- 
tomed to  getting  his  way  that  he  couldn't 
fathom  his  own  board's  sacrificing  him  to 
rescue  his  company. 

The  next  day  the  obligatory  press 
releases  went  out,  saying  Greenberg  was 
"retiring"  and  thanking  him  for  what  Zarb 
called  "one  of  the  most  spectacular 
performances  in  any  business  career." 
Aidinoff  s  statement  called  the  executive  a 
"pillar"  of  the  industry. 

Greenberg  repaired  to  the  offices  of  C.V. 
Starr,  devastated  and  trying  to  divine  what 
to  do  next.  C.V.  Starr  is  up  to  $75  million  a 
year  in  earnings  from  operations  (not  even 
a  rounding  error  on  AIG's  income  state- 
ment). Starr  and  C.V.  Starr  compete  in  AIG's 
strongholds  of  China,  Russia  and  Southeast 
Asia.  Before  Greenberg's  exit,  Starr  sold  AIG 
policies;  now  it  will  sell  any  brand  but  AIG 
"because  of  all  the  crap  going  on  between 
us,  that's  why'  he  says.  "When  it  ends,  I  will 
start  selling  AIG." 

But  how  will  it  end?  Greenberg  has  told 
several  associates  that,  under  the  right  cir- 
cumstances, he  could  win  a  proxy  fight  for 
control  of  AIG.  This  notwithstanding  the  still 
pending  possibility  that  new  charges  might 
yet  be  filed  against  him.  New  rules  proposed 
by  the  SEC  would  make  proxy  battles  easier 
for  investors  who  want  to  install  their  own 
board  members. 

In  the  meantime,  Greenberg  has 
begun  trying  to  rehabilitate  his  sullied 
image,  transforming  himself  into  a  pundit 
on  the  debate  over  Sarbanes-Oxley 
reforms  and  other  matters.  He  has  become 
a  frequent  guest  on  CNBC,  wearing  a 
Cheshire  cat's  smirk  when  discussing  his 
case  on  Kudlow  &  Co.  In  September  Yale 
Law  School,  to  which  Greenberg  donated 
$50  million  through  his  family  and  the 
Starr  Foundation,  honored  him  at  an  elab- 
orate ceremony  in  New  York,  announcing 
establishment  of  a  visiting  professorship 
that  will  bear  his  name. 

Greenberg  may  also  write  an  autobiog- 
raphy for  publisher  Simon  &  Schuster,  hop- 
ing to  join  the  pantheon  of  former  General 
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Hank's  Highlights 

During  his  37-year  reign  as  chief, 
Greenberg  built  AIG  up  from  a  puny 
insurance  firm  into  the  world's  largest 
global  insurer. 


  1960. 

Greenberg  joins  American  International 
Cos.  (now  AIG). 


Greenberg  named  chief  executive  of  AIG. 

 1969  

AIG  sells  shares  to  the  public. 

1970 

Starr  International  acquires  AIG  stock. 

1984  .  

NYSE  lists  AIG. 


AIG  acquires  SunAmerica  for  $18  billion. 

2000  _ 

Market  cap  hits  $230  billion;  AIG  buys  finite 
reinsurance  from  General  Re. 

 2001  

AIG  buys  American  General  for  $23  billion. 

2003-04 
AIG  settles  PNC  Financial  Services  and 
Brightpoint  cases,  in  which  it  is  accused  of 
helping  those  companies  puff  their 
earnings  statements. 


Spitzer  investigates  Gen  Re  deal 

  2005 


On  Mar.  13  Greenberg  is  ousted  from  AIG 


Electric  chairman  Jack  Welch  and  other  titans  (although  he's 
been  offered  a  far  smaller  advance  of  $170,000).  That  will  give 
him  a  chance  to  write  that  "final  chapter"  that  he  invoked  in  his 
recent  confrontation  with  his  foe,  Richard  Beattie. 

At  AIG's  headquarters  in  lower  Manhattan  almost  every 
piece  of  visible  evidence  of  Hank  Greenberg's  long  run  at  the 
company  has  been  removed.  Gone  are  all  the  photos  of 
Greenberg  with  foreign  dignitaries  and 
politicians  that  had  graced  many  a  wall 
and  shelf.  But  Greenberg  still  weighs 
heavily  on  the  minds  of  the  people  in 
AIG's  senior  ranks. 

In  one  settlement  scenario  being  dis- 
cussed at  the  company,  AIG  would  drop 
all  claims  against  Greenberg,  including 
lawsuits  it  pursues  on  behalf  of  sharehold- 
ers who  had  sued  after  the  company  took 
the  $3.6  billion  accounting  charge;  and 
Greenberg  would  withdraw  his  lawsuits 
against  AIG  over  the  Spitzer  settlement 
and  earnings  restatement.  And  most 
important  for  AIG,  Greenberg  would 
return  to  AIG  the  shares  held  by  Starr 
International.  Greenberg's  lawyer,  David 
Boies,  recently  approached  AIG  Chairman 
Robert  Willumstad  with  the  possibility  of 
selling  back  the  shares  but  was  rebuffed; 
Willumstad's  response  may  change  dra- 
matically, however,  if  AIG  fails  in  its  pend- 
ing lawsuit  to  force  Greenberg's  Starr 
International  to  hand  over  the  AIG  shares. 

Some  insiders  see  a  more  likely  course: 
Greenberg  settles  and  AIG  buys  back  its  stock 
from  Starr  International,  thereby  giving 
Hank's  firm  upward  of  $20  billion  to  help 
him  build  it  as  a  rival — to  AIG. 

Greenberg's  legal  problems  might  be 
mounting  in  other  ways.  Several  weeks  ago 
lawyers  for  Greenberg  explicitly  denied 
that  he  had  received  a  so-called  Wells 
Notice  from  the  SEC,  which  would  indicate 
that  the  SEC  intended  to  charge  him  with 
civil  securities  law  violations.  But  now 
attorneys  for  Greenberg  as  well  as  his 
spokesman  wont  comment  on  the  matter. 
One  might  reasonably  conclude  from  this 
sequence  of  events  that  the  probability  of 
an  SEC  civil  case  is  slightly  higher. 

"A  lot  of  people  at  the  company  would 
like  to  settle  with  Hank,  but  I  believe 
Hank  is  never  going  to  settle,"  says  one 
AIG  executive.  "His  goal  is  to  win  and  rub 
our  noses  in  our  own  [mess].  He  isn't 
afraid  to  lose — and  he'll  find  a  way  to 
come  back  and  win."  F 
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CORPORATE  SOCIAL  RESPONSIBILITY  (CSR)  IS  PRACTICED  BY  COMPANIES  OF 
ill  sizes,  in  all  industries  and  geographies.  With  differing  motivations  and  approaches, 
:ompanies  are  looking  to  utilize  CSR  as  a  means  of  improving  customer  loyalty,  employee 
•etention,  access  to  cheaper  raw  materials  and,  ultimately,  share  prices  and  profits. 


iverybody's  Doing  It 

CSR  is  a  company's  contin- 
uing ethical  commitment 
to  employees,  customers, 
investors,  the  local  com- 
nunity  and  society  at  large.  From  a 
msiness  perspective,  CSR  includes 
»hilanthropic  and  charitable  giving 
cash  and  in-kind);  cause  marketing 
nd  sponsorships;  environmental  sus- 
ainability  and  protection;  ethical 
nvesting  (in  and  on  behalf  of  a  com- 
>any);  corporate  governance  and 
ompliance;  and  employee  satisfaction 
nd  diversity. 

rhe  Business  Case  For  CSR 

teyond  considering  CSR  programs 
imply  because  it's  the  right  thing  to 
lo,  executives  must  look  at  them  in 
erms  of  their  overall  impact,  financial 
nd  otherwise.  Today,  consumers  are 
»ften  willing  to  pay  higher  prices  for 


socially  supportive  products.  The 
2007  Cone  Consumer  Environmental 
Survey  found  that  85%  of  consumers 
would  consider  switching  to  another 
company's  products  or  services  if  they 
found  out  about  a  company's  negative 
environmental  practices. 

Cone's  2007  Millennial  Cause  Study 
interviewed  Generation  Y  individuals 
(ages  13-25),  who  may  comprise  the 
most  socially  astute  generation  yet. 
Cone  found  that  68%  of  Gen  Y'ers  will 
refuse  to  work  for  a  company  without 
a  strong  CSR  track  record.  In  fact,  the 
study  showed  that  74%  of  Gen  Y'ers 
will  pay  more  attention  in  general  to 
companies  that  practice  sound  CSR. 

Well-executed  CSR  campaigns 
can  accrue  brownie  points  that  may 
help  defuse  a  potential  future  com- 
pany crisis.  And  if  this  isn't  enough 
to  take  to  the  bank,  a  Goldman 
Sachs  study  noted,  "Companies  in 


six  industries  considered  leaders  in 
environment,  social  and  governance 
policies  have  outperformed  the  gen- 
eral stock  market  by  25%  —  with 
72%  outperforming  their  peers  since 
August  2005." 

Impressive  Spend, 
More  Impressive  Returns 

In  2006,  American  companies  spent 
$12.72  billion  on  corporate  philan- 
thropy1 plus  $1.44  billion  more  on 
cause  marketing.2  While  this  does 
not  include  the  money  spent  on  cor- 
porate governance  and  other  CSR 
initiatives,  clearly  a  lot  is  already 
being  invested.  CSR  is  at  least  a 
competitive  advantage,  but  may 
also  be  required  for  some  consumer 
and  business  procurements.  It  can 
give  a  company  political  clout  and 
provide  leverage  when  negotiating 
with  suppliers. 


Corporate  So* 

onsi 


Best  Practices 

To  optimize  their  investments  and 
results,  leading  companies  embrace 
CSR  best  practices. 
•  Business  Alignment  —  By  selecting 
a  theme  on  which  the  organization  can 
focus  its  ideas  and  resources,  compa- 
nies are  providing  a  filter  to  otherwise 
overwhelming  CSR  options.  A  CSR 
theme  is  often  determined  by  surveying 
employees  and/or  customers,  and  then 
aligning  with  the  company's  core 
strengths  and  business  objectives. 

The  company's  theme  and  imple- 
mentation may  be  governed  by  an 
outside  consultant  or  agency,  or  by  an 
internal  CSR  leader  or  council.  It  is 
also  important  that  corporate  social 
programs  work  in  partnership  with 
appropriate  nonprofits  and  non- 
governmental organizations  (NGOs) 
to  leverage  additional  credibility 
and  expertise. 


•  Strategic  Philanthropy  —  More 
and  more  companies  align  their  char- 
itable giving  with  their  CSR  theme. 
This  helps  filter  the  abundance  of 
requests  for  support  and  ensures  syn- 
ergy across  all  corporate  resources. 
Foundation  grant  applications  can 
include  measurement  and  reporting 
requirements  as  well  as  mutual 
promotional  commitments  between 
company  and  nonprofit. 

BP's  A+  for  Energy  program  is 
an  excellent  example  of  a  successful 


philanthropic  strategy.  According  to 
Pat  Wright,  president  of  the  BP  Foun- 
dation, "With  the  education  crisis  in 
the  U.S.,  we  need  to  get  young  students 
excited  about  science  and  math." 

To  do  this,  BP  recognized  the 
importance  of  working  directly  with 
teachers  from  pre-K  through  high 
school  levels  to  ensure  an  effective 
and  sustainable  impact  on  students.  In 
2007  alone,  BP  awarded  more  than 
$5  million  in  grants  and  scholarships 
to  worthy  teachers  who  want  to  bring 
energy-related  programs  into  their 
own  school  curricula.  The  funding 
allows  the  selected  teachers  to  deliver 
innovative,  real-life  lessons  about 
energy  and  energy  conservation. 

Irene  Brown,  BP's  national  director 
for  A+  for  Energy,  emphasizes  that 
"Energy  education  allows  technology 
students  to  plan  more  efficient  school 
buildings,  enables  mathematics  students 
to  explore  data  trends  and  encourages 
social  studies  students  to  examine  the 
relationship  between  the  development 
of  the  country  and  uses  of  energy.  It  can 
offer  fine  and  performing  arts  class- 
rooms a  context  for  energy  themes  in 
drama,  dance  and  the  visual  arts. 

"Understanding  the  role  of  energy 
and  its  relationship  to  air  quality,  cli- 
mate change,  land  and  water  man- 
agement, biodiversity,  waste  and 
renewable  energy  use  is  essential  for 
understanding  how  best  to  preserve 
the  environment  while  maintaining 
our  quality  of  life,"  adds  Brown. 

While  it  is  still  a  relatively  new  pro- 
gram, having  begun  in  2004,  A+  for 
Energy  has  established  the  long-term 
objective  of  inspiring  a  new  generation 
of  talented  scientists  and  potential 
employees.  BP  has  already  affected 
more  than  373,000  children  and 
12,500  teachers,  and  plans  are  in  place 
to  expand  the  program  to  other  states 
and  school  systems. 


BP's  Wright  concludes,  "Our  best 
advocates  are  the  students  and  teach- 
ers. You  can't  ask  for  a  better  return 
than  that." 

•  Employee  Volunteerism  —  Studies 
show  that  employees  who  volunteer 
are  happier  and  healthier,  resulting  in 
fewer  absences,  shorter  disability  leaves 
and  fewer  health  claims.3  These  studies 
also  find  that  volunteerism  is  a  way  to 
learn  and  hone  leadership  skills.  When 
aligned  with  their  CSR  theme,  some 
companies  offer  paid  time  off,  from  a 
few  hours  up  to  a  week. 

•  External  Communication  —  Com- 
panies are  challenged  to  share  their 
good  works  without  tooting  their  own 
horns  too  loudly.  Companies  rely  on 
customer  word-of-mouth,  employees 
and  nonprofit  partnerships  coupled 
with  tactful  advertising  and  PR. 

•  Accountability  —  As  more  mea- 
surement standards  emerge  from 
NGOs,  ISO  and  Wall  Street,  compa- 
nies are  already  reporting  on  their 
internal  and  external  success  metrics. 

•  Supply  Chain  Support  —  In 
exchange  for  adhering  to  strict  com- 
pany procurement  requirements,  CSR 
leaders  are  providing  loan  assistance 
and  community  development  as  inno 
vative  ways  to  support  their  suppliers 

CSR  may  be  likened  to  the  quality 
movement  in  the  '80s:  It  is  conspicu 
ously  hot,  but  no  doubt  here  to  stay.  I 

Sources: 

1  Cause  Marketing  Forum 

2  Giving  USA 

3  Corporation  for  National  and  Community 
Service,  Deloitte  Surveys 
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Thanks  to  all  the  teachers  who  entered  their 
ideas  in  the  BP  A+  for  Energy  program.  In 
2007,  the  program  has  awarded  more  than 
$5  million  in  grants  and  scholarships  to  help 
teachers  implement  innovative  energy  and 
conservation  programs  in  pre-K  through  high 
school.  Solving  energy  problems  is  a  long- 
term  project,  but  your  efforts  are  already 
making  tomorrow's  energy  future  brighter. 
It's  a  start. 


beyond  petroleunrr 
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TORONTO  Maple  Leafs 


TO  THE  MOST  RABID  HOCKEY  FANS  IN  TORONTO, 
Richard  Peddie,  chief  executive  of  Maple  Leaf  Sports  & 
Entertainment,  is  a  bum.  The  Toronto  Maple  Leafs,  the 
company's  biggest  asset,  are  off  to  another  mediocre 
start  this  season,  with  a  5-5  won-lost  record.  The  team 
hasn't  won  the  Stanley  Cup  since  1967;  in  the  four  decades  since 
the  last  Cup,  the  Maple  Leafs  have  won  1,298  regular  season 
games  and  lost  1 ,378. 

But  in  the  eyes  of  the  owners,  Peddie  is  a  hero.  In  nine  years 
running  the  parent  corporation  of  the  Maple  Leafs,  Peddie,  60, 


acutely  aware  that  the  fans  don't  put  much  stock  in  economics. 
"My  fear,"  he  says,  "is  that  people  will  say,  'Sure  you  increased 
enterprise  value,  but  you  never  won  anything.'" 

Unlike  most  sports  teams,  the  Maple  Leafs  are  not  a  plaything 
of  the  rich  nor  an  excuse  to  fill  airtime  by  a  media  conglomerate; 
it's  controlled  by  271,000  teachers,  principals  and  administrators, 
active  and  retired.  The  Ontario  Teachers'  Pension  Plan  owns 
58%  of  Maple  Leaf  Sports  &  Entertainment,  and  it's  thrilled  with 
Peddie's  management. 

FORBES  estimates  that  the  operating  profit  of  the  hockey  team 


Winning 


The 

TORONTO  MAPLE  LEAFS 
haven't  had  the  Stanley 

Cup  in  40  years. 
So  how  can  they  be  the 
most  lucrative  hockey 
team  on  the  planet? 

By  Nathan  Vardi 


Isn't  Everything 


has  created  quite  a  silk  purse,  tripling  the  enterprise  value  of  the 
privately  held  company  to  $1.5  billion  through  clever  marketing 
and  shrewd  dealmaking.  (Enterprise  value  is  the  market  value  of 
a  business'  equity,  plus  its  interest-bearing  debt,  minus  its  cash 
equivalents.)  Of  this  sum  the  hockey  team  accounts  for  $413  mil- 
lion of  value,  according  to  FORBES'  estimate.  We  figure  the  next 
most  valuable  hockey  franchise  is  the  New  York  Rangers,  worth 
$365  million  (see  gatefold  following  this  story). 

How  can  one  of  the  National  Hockey  League's  sad  sacks  be 
the  most  valuable  franchise  in  the  sport?  The  answer  lies  in  the 
fact  that  sports  valuations  are  founded  on  more  than  champion- 
ships; they  are  also  a  function  of  player  costs,  stadium  real  estate 
and  the  population  of  the  home  market.  Peddie,  of  course,  is 


increased  24%  last  season  to  $53  million,  with  help  from  a  surg- 
ing Canadian  dollar  (the  team  collects  revenues  mostly  in  Cana- 
dian currency  but  pays  player  salaries  in  greenbacks).  Perhaps  more 
than  any  other  sports  team  the  Maple  Leafs  are  run  to  maximize 
returns.  "The  sportswriters  tried  to  get  me  fired,"  says  Peddie.  "But 
now  they  figure  I  make  so  much  money  for  the  owners  I  am  bul- 
letproof 

The  owners  aren't  doing  too  shabbily,  either.  One  of  Canada's 
largest  institutional  investors,  Ontario  Teachers'  manages  $112 
billion  of  assets.  Its  private  equity  group,  responsible  for  the 
hockey  investment,  has  pulled  in  annual  returns  of  26%  since 

1991. 

While  other  pension  funds  pay  Wall  Street  steep  fees  to  place 
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bets  on  their  behalf,  Ontario  Teachers' 
relies  on  itself— its  run  by  Jim  W.  Leech 
and  his  staff  of  65— for  nearly  all  of  its 
$19.5  billion  in  private  equity  invest- 
ments. Its  equity  portfolio  includes  mat- 
tressmaker  Serta,  General  Nutrition 
Centers  and  Shoppers  Drug  Mart, 
Canada's  largest  pharmacy  chain.  No  2- 
and-20  rule  for  Ontario  Teachers':  Leech 
says  his  operations  cost  the  unit  just 
0.5%  of  assets  yearly.  He  figures  he 

would  be  paying  roughly  8%  annually — amounting  to  30,000  pen- 
sions— if  he  farmed  out  the  work  to  a  buyout  shop  like  Cerberus 
or  KKR.  In  fact  those  private  equity  firms  are  rivals:  Ontario  Teach- 
ers' outmaneuvered  them  both  recently  and  is  set  to  close  the 
biggest  LBO  in  history,  the  $37  billion  buyout  of  Canadian 
telecommunications  company  BCE.  Leech,  who  is  slated  to  take 
over  the  entire  pension  fund  in  December,  pays  for  his  own  season 
tickets  to  the  Leafs.  "It's  a  great  brand  that  people  love,"  he  says. 

It  wasn't  always  a  money  manager's  dream.  Some  wishful 
thinking  went  along  with  the  Ontario  Teachers'  initial  $50  million 
investment  for  a  49%  stake  in  the  hockey  team  and  its  dilapidated 
Maple  Leaf  Gardens  arena,  back  in  1994.  A  deal  was  put  together 
and  led  by  the  late  Steve  A.  Stavro,  a  grocery  chain  magnate  who 
needed  backing  in  order  to  take  over  the  company.  At  the  time, 
the  Leafs  were  a  publicly  traded  company  controlled  by  the  estate 
of  Harold  Ballard,  a  longtime  owner  who  ran  the  team  on  the 
skimpiest  budget.  Stavro,  it  turned  out,  was  on  both  sides  of  the 
buyout:  He  was  also  executor  of  Ballard's  estate— a  clear  conflict. 
The  buyout  got  the  attention  of  Ontario  securities  regulators,  who 
claimed  Stavro  misrepresented  to  shareholders  the  value  of  the 
team's  broadcast  revenues,  and  Maple  Leaf  Sports  &  Entertain- 
ment wound  up  paying  $1  million  to  settle  the  civil  charges. 

More  troubles  surfaced  in  1997  when  Martin  Kruze,  then  34, 
emerged  to  tell  a  horrific  account  of  sexual  abuse  he  suffered  as  a 
teenager  at  the  hands  of  Maple  Leaf  Gardens  employees.  Other 


"Sportswriters  tried 
to  get  me  fired.  But 
they  figure  I  make 
so  much  money  for 
the  owners  I  am 
bulletproof." 


victims  came  forward  with  stories  of 
being  lured  with  gifts  of  autographs  and 
hockey  sticks  by  arena  employees  in  the 
1970s  and  1980s.  Kruze  committed 
suicide  in  1997.  Maple  Leaf  Sports  & 
Entertainment  has  since  spent  millions 
of  dollars  in  settlements;  claims  continue 
to  trickle  in. 

Ontario  Teachers'  still  found  some- 
thing to  build  on.  The  pension  put  in 
another  $50  million  in  the  form  of  a  con- 
vertible note  in  1998  as  part  of  a  $250  million  private  financing  to 
buy  the  Toronto  Raptors  basketball  team— another  so-so  franchise 
that  nevertheless  pulls  in  the  fans  and  big  bucks — and  to  finish 
building  a  new  arena.  In  2003  Ontario  Teachers'  converted  the 
note  into  equity,  boosting  its  stake  to  58%  as  part  of  an  agreement 
in  which  Stavro  finally  exited  the  ownership  group.  "The  Maple 
Leafs  work  like  every  other  business  we  own,"  says  Leech.  Very 
successfully:  The  original  $100  million  investment  is  today  worth 
$700  million,  after  accounting  for  the  company's  debt.  The  fund 
has  three  representatives  on  the  company's  eight-person  board  but 
could  easily  override  any  decision  it  doesn't  like  by  simply  calling 
a  shareholders  meeting.  The  owners  cede  operational  control  to 
Peddie  and  his  managers. 

A  graduate  in  business  from  the  University  of  Windsor,  Ped- 
die spent  19  years  in  the  packaged  goods  industry  managing 
products  like  Pillsburys  Green  Giant  line  and  Hostess  Potato 
Chips.  He  became  chief  of  newly  organized  Maple  Leaf  Sports 
&  Entertainment  in  1998  and  oversaw  the  development  of  a 
$200  million  arena  (not  a  cent  of  that  from  taxpayers)  that 
opened  a  year  later.  Peddie  sold  the  naming  rights  to  the  nation's 
biggest  airline— it's  the  Air  Canada  Centre— and  fitted  it  with 
the  kind  of  amenities  that  have  since  become  commonplace  in 
big-time  sports,  from  a  restaurant  with  a  view  of  the  ice  to  an 
on-site  microbrewery.  The  Maple  Leafs  sell  out  every  home 
game,  and  with  the  basketball  team  playing  out  of  the  same 
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ArcelorAAittal 


/ou  believe  in  the  power  of  boldness?  Those  who  first  imagined  the  Millau  Viaduct,  did.  At  ArcelorMittal, 
relieve  it  can  change  everything.  In  steel  and  everywhere.  And  as  we  look  to  the  future,  boldness  will  help  us 
;fine  excellence,  lead  our  industry  and  transform  tomorrow. 


transforming 
tomorrow 


v.arcelormittal.com 
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Jim  Leech. 


Peddie  spent  19  years  managing  the 
Green  Giant  line  and  Hostess  Potato 
Chips  before  coming  to  the  Maple  Leafs. 


arena,  Peddie  easily  keeps  the  place  in  business  300  days  a  year 
by  adding  concerts  and  other  events. 

He  has  also  deftly  managed  the  team's  television  rights, 
exploiting  the  fact  that  the  Leafs  are  the  NHL's  most  valuable 
media  property.  The  league  shares  some,  but  not  all,  broad- 
cast revenue,  and  the  Leafs,  in  order  to  help  maximize  the 
overall  pot,  give  up  30  of  their  82  regular  season  games  to  the 
Canadian  Broadcasting  Corp.,  which  pulls  in  as  many  as  1.4 
million  hockey  fans.  Peddie  makes  the  most  of  the  games  he 
can  sell  regionally— money  he  doesn't  have  to  divvy  up.  The 
regional  business  is  a  little  tricky.  Because  Canadian  regulators 
wouldn't  let  him  start  an  analog  station,  Peddie  launched  a 
regional  digital  television  broadcaster,  Leafs  TV,  in  2001. 
Though  the  channel  is  still  a  moneyloser,  airing  20  games,  it 
serves  a  valuable  function,  sparking  demand  from  rival 
broadcasters  to  carry  the  games  on  terms  very  favorable  to 
the  Leafs.  Rogers  Sportsnet,  for  example,  recently  agreed  to 
a  rich  deal,  reportedly  worth  $115  million  over  eight  years, 
for  regional  rights  of  up  to  22  games  a  year.  As  part  of  the 
deal  Peddie  persuaded  Rogers  Sportsnet's  parent,  cable 
company  Rogers  Communications,  to  move  Leafs  TV  into 
a  basic  digital  tier  from  its  premium 
slot,  more  than  doubling  the  num 
ber  of  households  it  reaches  to 
850,000. 

Maple  Leaf  Sports  &  Enter 


tainment  (annual  sales:  $375  million)  is 
branching  out.  It  has  a  38%  stake  in  Maple 
Leaf  Square,  a  $525  million  sprawl  of  con- 
dominiums, stores,  a  luxury  hotel  and  office 
space  next  to  the  arena.  When  the  complex 
opens  in  2009  Peddie  expects  that  tourists 
will  spend  weekends  at  Le  Germain,  eat  at 
one  of  his  restaurants,  buy  a  Maple  Leafs  jer- 
sey at  his  store  and  catch  a  hockey  game. 
Peddie's  real  estate  partner?  Cadillac 
Fairview  Corp.,  a  developer  also  owned  by 
Ontario  Teachers'.  The  872  condos  sold  out 
in  six  months. 

This  year  Maple  Leaf  Sports  &  Enter- 
tainment introduced  the  Toronto  FC,  one 
of  13  teams  among  Major  League  Soccer. 
It  also  put  up  $  18  million  for  a  new  20,000- 
seat  soccer  arena;  the  rest  of  the  $62  mil- 
lion tab  was  covered  by  taxpayers.  Soccer 
has  failed  twice  before  in  Toronto,  and  the 
expansion  team  is,  unsurprisingly,  the  worst 
in  the  league.  But  the  arena  has  sold  out 
every  game,  thanks  to  Peddie's  promotional 
wizardry.  Example:  introducing  coach 
Maurice  (Jo)  Johnston  and  team  members 
at  meet-and-greet  nights  throughout 
Toronto's  diverse  ethnic  neighborhoods. 
^^^^^^^^^^^        Winning  still  counts  for  something. 

The  appointment  four  years  ago  of  John 
Ferguson  Jr.  as  general  manager  of  the  Maple  Leafs  was  per- 
plexing. The  then  36-year-old  lawyer  had  next  to  no  experience 
running  a  hockey  team.  He  proceeded  to  sign  mediocre  talent, 
such  as  defensemen  Pavel  Kubina  and  Bryan  McCabe,  to  long- 
term  deals  and  traded  important  draft  picks  for  little  in  return. 
Any  fan  will  tell  you  that  this  explains  why  the  Maple  Leafs 
haven't  even  made  the  playoffs  for  the  last  two  seasons.  The 
team  recently  tried  to  hire  a  mentor  for  Ferguson,  who  met  with 
a  candidate,  veteran  hockey  general  manager  John  Muckler,  but 
nothing  came  of  the  idea. 

/Ontario  Teachers'  is  feeling  the  heat,  too.  The  disclaimer  on 
its  Web  site  ("It  is  management — not  the  owners  or  the  board— 
who  decide  how  much  to  spend  on  a  player  in  order  to  attract 
him  to  Toronto")  can't  provide  that  much  cover.  Nor  can  the 
league's  new  salary  cap,  the  result  of  the  bitter  lockout  that 
canceled  the  2004-05  season.  The  Maple  Leafs  will 
spend  the  upper  limit,  $50  million  this  year,  on  players 
for  the  foreseeable  future.  "Winning  is  good  busi- 
ness," concedes  Ontario  Teachers'  Leech,  who  fig- 
ures each  Maple  Leafs  playoff  game  brings  in  $2  mil- 
lion in  extra  revenue.  "Unfortunately  the  results 
speak  for  themselves,  and  until  we  win  the  Stanley 
Cup,  nobody  will  be  satisfied."  With  the  exception, 
perhaps,  of  all  those  Canadian  teachers.  F 


NHL  Team  Values 


Big  Win: 

At  the  Bank 


MAPLE  LEAF  SPORTS  &  ENTERTAINMENT' 

enterprise  value  has  soared  at  the  rate  o 
23%  a  year  since  the  Ontario  Teachers' 
Pension  Plan's  initial  investment  in  1994. 
Yet  during  that  time  the  team  hasn't 
captured  the  Stanley  Cup. 

Statistics  by  Kurt  Badenhausen,  Michael  K.  Ozanian  and  Christina 


2007  Maple  Leafs 
miss  playoffs  for 
second  straight  year; 
Mats  Sundin  becomes 
the  alltime  points 
and  goal  leader  in 
Maple  Leafs  history. 

Enterprise  Value 

1,500  ($MIL) 


2005  Maple  Leafs 
:ontinue  to  slip  on 
the  ice  but  owners 
:reate  more  value 
3y  expanding  into 
the  condo  business 
with  the  $525 
million  Maple  Leaf 
Square  project  and 
an  investment  in  the 
Toronto  FC  prof es 
1  iional  soccer  team. 


pp<t  Rang  for  the  Puck 


Pay  for  performance  is  a  hot  subject  among  executives.  It  is 
players,  too,  especially  since  the  salary  cap  was  imposed  on 
(currently  56%  of  league  revenue),  beginning  with  the  2005-06 
identify  the  best  values  last  season,  we  created  a  new  metric— b; 
puck.  A  player  with  a  BFP  score  of  150  was  50%  more  produc 
factoring  in  his  performance  and  salary,  than  his  peers. 


We  separated  skaters  from  goalies.  To  gauge  forwards  and  defen 
considered  goals,  assists  and  plus/minus  rating  (the  cumulative 
goals  a  team  is  ahead  or  behind  while  a  player  is  on  the  ice).  In 
the  most  valuable  forward  last  season  was  Buffalo's  Jason  Pomi— 
posted  68  points  and  a  plus-25  rating,  while  earning  $80QsionPk!l94L 


dollar  has  been  a  boon  to  the  value  of  teams  north  of  the  border. 
For  more  data  and  commentary  on  each  team  visit  forbes.com/nhl/. 


goaltenders,  we  compared  goals  against  average  and  winning  |_ 
with  salary.  The  best  was  Detroit's  Dominik  Hasek,  who  finished  iL 


ry.  ine  Dest  was  ueirorc  s  uominiK  ndse*,  wnu  uniineu  i  (-82) 
categories,  with  a  base  pay  of  $750,000  (less  than  14  backup  go 

Our  survey  includes  only  forwards  with  at  least  60  points  and  a  rat 
5,  and  defensemen  with  a  rating  of  plus-20  or  greater.  We  exclu 
who  last  season  had  entry-level  contracts,  which  have  pay  limits  set  by 
and  goalies  who  played  in  fewer  than  42  games.  —Peter 


Pafcillie's  Blunders 


During  the  past  year  James  Balsillie  has 
made  generous  offers  to  buy  two  trou- 
bled hockey  teams— reportedly  $175 
million  for  the  Pittsburgh  Penguins  and 
$220  million  for  the  Nashville  Preda- 
tors. But  both  deals  fell  apart.  Reason: 
The  billionaire  chief  executive  of  Black- 
Berry  maker  Research  In  Motion  appar- 
ently wanted  to  move  the  teams  to 
southern  Ontario,  (where  he  has 
secured  the  rights  to  lease  an  arena), 
and  the  National  Hockey  League  wants 
the  teams  to  stay  put.  Balsillie  put 
down  a  $10  million  deposit  for  the 
Penguins  last  fall  but  backed  out  in 
December  when  the  league  asked  him 
to  sign  a  consent  agreement  saying  he 
would  not  move  the  team.  In  June  he 
took  the  unusual  step  of  advertising 
tickets  for  Nashville  Predators  games  in 
Canada— even  though  he  did  not  own 
the  team. 

Why  would  Balsillie  pursue  such  a  strat- 
egy when  NHL  Commissioner  Gary 
Bettman  has  made  it  clear  that  the 
league  won't  budge  when  it  comes  to 
relocating  a  franchise?  His  attorney  says 


Balsillie  can't  commer — 
is  still  trying  to  buy  tr|05L 

nent  player  agent,   

anonymity,  says  Balsil 
ownership  is  actually 
to  acquire  rights  to 
There  is  precedent:  Ti — 
Buffalo  Sabres  expan: — 

mer  minority  owne  

Seals,  who  had  been  

the  entire  franchise.  „. 


But  Balsillie's  behavic 


3urkle  {'99) 


RESERVE  YOUR 
HAMILTON  NHL- 
SEASON  TICKETS 

ON  SALE  NOW! 


m. 


The  Nashville  Pre 
relocate  to  HamiH 

Jim  Balsillie  and  Predators  Sports 
pleased  to  announce  that  Ontario  h 
future  season  tickets  wit 
Corporate  Suites  are 


Deposits  are  now  being  accepted  and  I 
questions  asked.  First  come  first  a 

To  reserve  your  seat  now  Selec 
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'Value  of  team  based  on  current  arena  deal  (unless  new  arena  is  pending),  without 
ina  debt.  Earnings  before  interest,  taxes,  depreciation  and  amortization.  "Sale  to 


Creative  Giving 


A DOZEN  MEN  AND  WOMEN  ARE  HUNCHED 
over  sewing  machines  in  a  workshop  in  an 
industrial  area  in  New  Delhi.  They  are  mak- 
ing totes  from  a  blue  fabric  that  is  neither 
cloth  nor  leather.  It's  polyethylene.  The 
source:  plastic  bags  that  once  contained  garbage.  Now  the 
totes  are  adorned  with  labels  of  designers  from  Germany, 
France  and  Russia,  along  with  the  creator:  Conserve,  a 
Delhi  nonprofit  organization. 

Conserve  is  the  work  of  Anita  Ahuja,  an  author- 
turned-do-gooder  and  a  native  of  Delhi.  Recycling  plastic 
bags  into  fashion  accessories,  her  group  helps  clean  up  the 
streets  of  the  Indian  capital  while  bringing  more  pay  and 
dignity  to  the  downtrodden  garbage  pickers.  She  sells 
accessories,  including  handbags,  jewelry  and  shoes,  to 
wholesalers  for  $5  to  $15  apiece. 

The  products  show  up  in  stores  in  Britain,  France 
and  the  U.S.  (including  chains  like  Whole  Foods)  at 
anywhere  from  $16  to  $50.  So  far  she's  sold  174,000 
pieces.  Last  year  Conserve  brought  in  $317,000,  keep- 
ing $150,000  in  its  for-profit  arm.  That  money  was 
put  back  into  the  business  and  used  to  run  a  school 
for  the  children  of  the  ragpickers — 200  enrolled  and 
counting.  Along  the  way,  she's  taking  on  Delhi's 
recycling  mafia  and  the  Indian  bureaucracy,  and  getting 
a  toehold  in  Parisian  fashion. 

Ahuja,  47,  started  Conserve  in  1998  in  the  liv- 
ing room  of  some  friends  who  were  taking  up 
issues  like  sewage  and  garbage.  One  project  was 
to  recycle  the  kitchen  waste  of  an  entire 
neighborhood  in  south  Delhi  to  make 
compost.  That  project  didn't  quite 
work  but  led  her  to  the  idea  of 
doing  something  about  plastic 
bags.  In  Delhi  plastic  bags  filled 
with  garbage  are  often  strewn 
around  overflowing  bins  on 
nearly  every  corner.  "They  have 
no  resale  value,  so  no  one  picks 
them  up,"  she  says. 

Over  the  next  two  years 
Ahuja  experimented  with 
recycling  the  bags.  She  tried 
weaving  them  together  to 
create  a  tarpaulin-like  cover- 
ing for  the  shacks  of  slum 
dwellers.  Another  time  she 
tried  pasting  pieces  of  the 
polyethylene  onto  canvas  and 
cardboard.  She  saw  that  a  thicker 
fabric  could  be  used 
to  make  bric-a-brac  Anuia 
ui  u  \a         a     sporting  an 

like  pen  holders  and  accessory 

file  folders,  and  real-  recycled  from 
ized    she'd    finally     Delhi's  streets 


Anita  Ahuja  turns 
trash  into  treasure, 
and  helps  India's 
downtrodden 
ragpickers  along 
the  way. 
By  Megha 
Bahree 


found  a  successful  recipe  when  her 
homemade  products  were  popular  at  a 
fair  at  the  U.S.  embassy  in  New  Delhi. 
She  decided  to  venture  into  accessories. 

Obtaining  a  regular  supply  of  plastic 
bags  wasn't  as  easy  as  it  appeared.  In 
India  recycling  is  in  the  hands  of  con- 
tractors who  control  giant  garbage  bins 
in  each  neighborhood.  Only  ragpickers 
with  permission  from  the  contractor  get 
to  scavenge  through  piles  of  trash  for 
anything  with  a  resale  value,  using  bare 
hands  and  mostly  without  any  masks  or 
other  equipment. 

"It  is  very  difficult  for  any  outsider 
to  get  in,"  says  Ahuja,  a  petite  lady  with 
a  sing-song  voice  and  a  constant  smile 
on  her  face  even  as  she  details  her 
toughest  moments. 

Using  contacts  in  the  Delhi 
government,  she  got  Conserve 
IDs  for  her  ragpickers  so  they 
wouldn't  be  harassed  by  the 
contractors  or  even  the  cops. 
She  also  got  certificates  of 
endorsement  from  Delhi's 
chief  minister  and  prominently 
displayed  her  own  clout  at  the 
different  units. 

Ahuja  put  together  a  group 
of  50  garbage  collectors  who, 
acting  as  middlemen,  buy  the 
plastic  bags  from  150  pickers  in  different  pockets  of  the  city. 
They  haul  in  100  pounds  of  plastic  a  day.  The  bags,  sliced  open, 
are  washed  in  detergent,  dipped  in  basil-scented  water  and 
hung  out  in  the  sun  to  dry,  before  being  layered  and  com- 
pressed by  heat  in  an  ovenlike  contraption.  It  takes  80  to  100 
plastic  bags  and  30  minutes  to  create  a  sheet  of  plastic  a  yard 
on  a  side.  Staff  and  professional  tailors  around  the  city  then  cut 
and  sew  the  sheets  into  Conserve's  belts,  bags  and  wallets. 

Conserve  pays  the  50  collectors  $100  a  month  each  (Ahuja 
gets  $380).  The  pickers  are  still  at  the  mercy  of  the  contractors, 
who  pay  them  maybe  25  cents  a  day. 

For  Asha  Devi,  a  32-year-old  widow,  who  was  doing  a  quality 
check  on  a  newly  made  batch  of  blue  totes  one  recent  afternoon, 
the  salary  means  she  can  send  her  four  children  to  school  and 
run  her  house,  she  says. 

Ahuja  has  trained  her  trash  pickers  on  the  nuances  of  the 
different  plastic  bags.  That  in  itself  was  a  challenge,  she  says, 
because  they  came  from  different  parts  of  the  country  and 
spoke  different  dialects.  They  didn't  have  shared  words 
meaning  "pink"  or  "light  green."  The  only  thing  common 
among  the  pickers  was  popular  culture,  so  Ahuja  assigned 
names  of  Indian  film  stars,  songs  and  movies  to  different  col- 
ors and  shades. 


Delhi's  poor  pick  through  the  city's 
detritus  (top);  Conserve  helps  them 
by  turning  it  into  goods  sold  abroad. 

Buyers  include  Global  Girl- 
friend, a  Littleton,  Colo,  online 
retailer  that  has  also  been 
selling  Conserve  totes  wholesale 
to  Whole  Foods  stores  for  the 
past  two  years.  Alter  Mundi,  a 
chain  of  Parisian  boutiques, 
retails  Conserve's  handbags  for 
the  equivalent  of  $40  and  recently 
invited  Ahuja  to  give  a  talk  to  customers. 

Blending  profit  and  nonprofit  structures  in  order  to  get 
access  to  capital,  Ahuja  has  set  up  a  for-profit  unit,  Conserve- 
HRP,  which  will  buy  the  fabric  from  the  nonprofit  side  and 
handle  the  exporting.  HRP  (which  stands  for  Handmade  Recy- 
cled Plastic)  landed  $5  million  of  capital  via  a  joint  venture 
with  Bestseller,  a  large  Danish  apparel  retailer. 

The  money  will  help  pay  the  rent  on  a  new  15,000-square- 
foot  factory  the  business  will  be  moving  into  in  November.  It 
will  also  help  Ahuja  with  bigger  retailers  like  Zara  and  Target, 
which  have  scoped  out  her  products  but  are  not  ready  to  place 
an  order  until  her  factory  gets  the  required  international 
approvals. 

She  has  turned  down  suggestions  that  she  hand  over  the 
fabric  so  retailers  can  get  the  products  made  in  existing, 
approved  factories  in  China.  "Making  the  fabric  [alone]  is  not 
that  profitable,"  she  complains.  "Why  should  the  profitable 
part  of  the  business  go  to  someone  else?" 

Bharti  Sharma,  a  mother  of  one  daughter,  does  quality  con- 
trol in  the  workshop  and  represents  the  organization  at  trade 
fairs — a  long  way  from  her  ragpicking  days.  "I've  worked  here 
seven  years,  and  my  life  is  so  good  [that]  I  have  no  plans  of  leav- 
ing this  place,"  she  says.  F 
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The  historic  &£\ 
Renaiss; 

hotel  in 

downtown 

Mobile 


Southern  Living: 

Luxurious 
Attractions  in  the 
Deep  South 

Alabama's  Robert  Trent  Jones 
Golf  Trail  is  praised  by  The 
New  York  Times  as  "some  of 
the  best  public  golf  on  earth,"  and  The 
Boston  Globe  labels  it  "a  brilliant  net- 
work of  top-notch  golf  courses  and 
luxurious  hotels." 

Many  of  its  26  challenging  courses 
developed  by  the  Retirement  Systems 
of  Alabama  opened  a  decade  ago, 
while  the  eight  resort  hotels  are 
recent  additions.  Three  of  these  offer 
spa  services  and  hold  four-diamond 
rankings,  including  the  Grand  Hotel 
Resort  near  Mobile,  the  Renaissance 
Ross  Bridge  Golf  Resort  near 
Birmingham  and  the  Marriott  Shoals 
Hotel  in  Florence. 

Golf  Digest  ranks  Auburn  as  the 
"number  one  city  for  golf  in  America," 
in  part  because  of  the  Grand  National 
courses  and  its  Marriott  Hotel  and 
Conference  Center.  The  Montgomery 
Marriott  Prattville  Hotel  is  the  head- 
quarters for  the  Navistar  LPGA  Classic 
each  September. 

Opening  in  February  is  The 
Renaissance  Montgomery  Hotel  & 
Spa  at  the  Convention  Center. 


.Doma 

a  lab  a  ma. travel 


5o  far  this  year, 
there  have  been 
almost  100  ne\v  and 
expanding  industry 
announcements  in 
37  counties  around  the  state.  The 
announcements  represent  capital 
investments  of  almost  $5.7  billion  — 
nearly  double  the  capital  investments 
for  all  of  2006. 

"Alabama  is  one  of  the  nation's 
greatest  places  to  live,  work,  learn 
and  play,"  says  Governor  Bob  Riley. 
"We  have  a  dedicated,  energetic 
workforce,  and  when  you  combine 
that  with  the  leadership  of  our  state 
and  local  economic  development 
teams,  it  all  helps  to  create  a  stronger 
Alabama.  With  a  low  unemployment 
rate,  more  jobs  and  the  fastest 
growth  in  per-capita  income  in  the 
South,  Alabama  is  booming. 

"Companies  considering  Alabama 
as  a  business  location  will  find  a  real 
partner  v/ho  works  with  them  to 
overcome  any  possible  obstacle  they 
might  face,"  Riley  adds.  "That 
applies  across  the  board  in  all  our 
agencies  at  both  the  state  and  local 
levels,  and  it's  a  tradition  that  carries 
across  administrations." 

REVVING  THE  ECONOMIC 
DEVELOPMENT  ENGINE 

In  1993,  after  an  extensive  site- 
selection    process,    the  former 
Daimler-Benz  AG  (now  Daimler- 
Chrysler)  chose  Tuscaloosa 
County,  Ala.,  for  its  first 
passenger  vehicle  manu- 
facturing facility  in  the 
U.S.  Mercedes-Benz  U.S. 
International,  Inc.  (MBUSI) 
was  formed,  and  its  $300 
million  plant  now  pro- 
duces the  Mercedes-Benz 
M-Class    Sport  Utility 
Vehicle  for  the  worldwide 
market. 


"When  Mercedes-Benz 
U.S.  International  chose 
to  locate  in  Alabama  in 
1 993,  that  was  the  tipping 
point.  It  changed  the 
course  of  economic 
development  in  the  state.' 

NEAL  WADE 

Director,  Alabama  Development  Office 

"When  Mercedes-Benz  chose  tc 
locate  in  Alabama,  that  was  a  revolu 
tionary  tipping-point  announcement 
It  changed  the  course  of  economu 
development  in  the  state,"  says  Nea 
Wade,  director  of  the  Alabama  Devel 
opment  Office  (ADO),  which  coordi 
nates  the  state's  economic  develop 
ment  efforts. 

MBUSI  now  contributes  $6  billior 
annually  to  the  state's  economy  and 
along  with  its  suppliers,  is  responsible 
for  41,830  jobs  in  Alabama,  accord 
ing  to  an  economic  impact  stud; 
released  by  the  Economic  Develop 
ment  Partnership  of  Alabama. 

"Mercedes-Benz  really  gave 
Alabamians  the  chance  to  show  the 
world  what  we're  capable  of  accom 
plishing  in  the  global  economy,"  say; 
Governor  Riley.  "When  Mercede; 
announced  it  was  building  its  firs 
U.S.  plant  in  Alabama,  the  reactioi 
around  the  world  was,  'You're  goinj. 
to  build  what?  Where?'  But  now 


Mercedes-Benz  Manufacturing  Facility,  Vance 
ft? 


Alabama  offers  something  for  golfers  of  all  abilities. 
Hpta*     Namely,  a  big  ol'  slice  of  humble  pie. 


Moles  J7  and  18  at  Ross  Bridge  Golf  Course 


5  When  it  comes  to  challenging  public  golf  courses,  Alabama  has  more  than  any  other  state.  In  fact,  we're  the 
/  home  of  three  of  America's  50  Toughest  Courses  as  selected  by  Golf  Digest.  Testing  your  mettle  is  as  easy  as  visiting 
c  Silver  Lakes,  The  Shoals  or  the  stunning  new  Ross  Bridge  near  Birmingham.  They're  part  of  the  mighty  Robert 
Trent  Jones  Golf  Trail  -  24  demanding  gems  that  are  winning  accolades  from  The  New  York  Times,  Wall  Street  Journal 
and  Golf  Magazine  to  name  just  a  few. 
[f  you'd  like  to  combine  time  spent  in  the  beach  with  a  little  time  spent  relaxing  on  the  beach,  there  are  a  half-dozen  more 
world-class  public  courses  on  Alabama's  gorgeous  Gulf  Coast  featuring  designs  by  the  likes  of  Arnold  Palmer  and  Larry  Nelson. 

And  more  great  golf  finds  are  sprinkled  throughout  the  entire  state.  Truly,  if  you're  looking  for  great  golf  and  genuine  hospitality 
on  your  next  trip,  you  owe  it  to  yourself  to  experience  all  Alabama  has  to  offer. 
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Jay  Grinney 


President 
and  Chief 
Executive 
Officer 

HealthSouth 
Corporation 


HealthSouth: 
Alabama's  Leader 
In  Health  Care 

HealthSouth  Corporation,  head- 
quartered in  Birmingham,  Ala., 
is  the  nation's  largest  provider 
of  inpatient  rehabilitative  services 
and  one  of  Alabama's  largest  publicly 
traded  companies.  Operating  in  27 
states  across  the  country  and  in  Puerto 
Rico,  HealthSouth  serves  more  than 
250,000  patients  annually  through  its 
network  of  inpatient  rehabilitation  hos- 
pitals, long-term  acute  care  hospitals, 
outpatient  rehabilitation  satellites  and 
home  health  agencies. 

"HealthSouth  is  proud  to  call 
Alabama  our  corporate  home,"  says 
HealthSouth  President  and  CEO  Jay 
Grinney.  "We  have  attracted  talented 
employees  from  across  the  country  to 
work  in  our  corporate  headquarters, 
in  no  small  measure  because  of  the 
quality  of  life  that  Birmingham  and  the 
state  of  Alabama  have  to  offer." 

HealthSouth's  vast  network  of 
approximately  20,000  employees  pro- 
vides the  level  of  care  necessary  to 
manage  a  patient's  care  after  an 
injury  or  illness  and  enhance  the 
patient's  quality  of  life.  The  company 
is  partnered  with  some  of  the  coun- 
try's leading  educational  institutions 
and  is  actively  pursuing  new  develop- 
ment opportunities  across  the  U.S. 

HealthSouth  strives  to  be  the 
nation's  premier  provider  of  inpatient 
rehabilitative  services. 

www.healthsouth.com 

NYSE:  HLS 


HEALTHSOv 
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Jeff  Greenberg  /  Alabama  Bureou  of  Tourism  &  Travel 

Oakleigh  Mansion,  Mobile 


when  a  prestigious  international 
company  announces  it  is  coming  to 
Alabama,  that's  not  the  reaction, 
because  national  and  international 
business  leaders  have  discovered  that 
Alabamians  will  build  high-quality 
products  more  efficiently  than  prob- 
ably anyone  else.  I'd  put  our  work- 
force up  against  anybody's." 

In  May,  German  steelmaker 
ThyssenKrupp  AG  announced  its 


In  August,  Northrop 
Grumman  Corporation 
confirmed  its  choice  of 
the  Auburn  Research  Park  adjacent  to 
Auburn  University  for  one  of  its  high- 
tech National  Work  Force  Centers. 
Technology  transfer  will  be  one  of 
the  goals  of  the  innovative  center. 
"Northrop  Grumman  is  a  home  run 
for  the  Auburn  Research  Park,"  says 
Auburn  University  President  Jay 
Gogue.  "Its  commitment  demonstrates 
the  potential  the  Park  holds  for  fueling 
economic  growth  in  the  state  and  aca- 
demic and  entrepreneurial  opportuni- 


plans  to  build  a  $3.7  billion  steel  mill 
north  of  Mobile.  News  about  that    ties  for  Auburn  faculty  and  students." 
project  —  Alabama's  largest  industria 


prize  to  date  —  spanned  the  globe, 
earning  references  in  more  than  300 
publications  in  three  months,  accord- 
ing to  computer  research  firm  Lexis- 
Nexis.  The  Mobile  site  is  positioned 
strategically  between  Brazil  —  where 
ThyssenKrupp  is  building  a  $3  billion 
facility  to  produce  steel  slabs  —  and 
the  company's  automotive  customers 
in  the  U.S. 

Executives  at  the  Mercedes-Benz 
plant  in  Vance  played  a  major  role  in 
the  courting  of  Canada-based  railcar 
company  National  Steel  Car,  which 
in  July  announced  its  decision  to 
build  a  $350  million  manufacturing 
facility  at  the  Barton  Riverfront 
Industrial  Park  in  the  state's  Shoals 
region.  The  region's  access  to  the 
Tennessee  River  and  proximity  to 
highway,  rail,  water  and  air  trans- 
portation make  it  ideally  suited  for 
business  and  distribution  operations. 


REINVESTMENT  REINFORCES 
STATE'S  IMAGE 

The  positive  shift  in  perceptions  of 
Alabama  is  bolstered  not  only  by  the 
presence  of  major  manufacturers,  but 
by  the  additional  investments  major 
corporations  continue  to  make.  Since 
locating  in  Alabama,  Mercedes-Benz 
has  more  than  doubled  its  investment 
in  Alabama;  Honda  has  doubled  its 
number  of  employees;  and  Toyota  has 
expanded  twice. 


"Alabamians  will  build 
high-quality  products 
more  efficiently  than 
probably  anyone  else.  I'd 
put  our  workforce  up 
against  anybody's." 

BOB  RILEY 

Governor  of  Alabama 


e  a  national  rehabilitation  leader  based  in  Alabama, 
Tt  know  what  it  means  to  come  home. 


HealthSouth  knows  how  important  it  is  for  patients  to  get  back  home  to 
their  families  and  their  communities  following  an  illness,  accident  or  injury 
That  goes  for  our  Birmingham,  Alabama  home,  too.  Headquartered  in 
a  city  where  healthcare  achievements  thrive,  HealthSouth  has  become  the 
nations  preeminent  provider  of  inpatient  rehabilitative  healthcare  with 
facilities  across  the  country.  We're  proud  to  call  Alabama  home  and  look 
forward  to  contributing  to  its  progress  for  years  to  come. 


HEALTHSOUTH, 

healthsouth.com 


Ronald  D.  Sugar 

Chairman 
of  the  Board 
and  CEO 

Northrop 
Grumman 
Corporation 


Northrop  Grumman  Corporation 
is  one  of  the  world's  leading 
defense  and  technology  com- 
panies, employing  120,000  people  in  all 
50  states  and  25  countries. 

Ronald  D.  Sugar  joined  the  company 
after  serving  as  Litton's  president  and 
chief  operating  officer  and  as  a  mem- 
ber of  its  board.  He  was  previously 
president  and  chief  operating  officer 
of  TRW  Aerospace  and  Information 
Systems.  Earlier,  he  was  TRW  Inc.'s 
chief  financial  officer  and  also  ran 
TRW's  worldwide  automotive  elec- 
tronics business. 

Sugar  graduated  summa  cum  laude 
in  engineering  from  UCLA,  where  he 
also  earned  a  master's  degree  and  a 
doctorate  in  the  same  field. 

He  is  a  member  of  the  National 
Academy  of  Engineering  and  a 
fellow  of  the  American  Institute  of 
Aeronautics  and  Astronautics  as  well 
as  the  Royal  Aeronautical  Society.  He 
is  a  national  fundraising  chairman  of 
the  Pear!  Harbor  Memorial  Fund. 

www.northropgrumman.com 
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"These  are  the  kind  of 
success  stories  that  put  the 
exclamation  point  on  Alaba- 
ma's transformation  as  a  top 
business  location,"  says  Steve 
Sewell,  executive  vice  presi- 
dent for  the  Economic  Development 
Partnership  of  Alabama  (EDPA). 
"Alabama  is  now  routinely  included  in 
site  searches  for  important  projects  by 
leading  companies  around  the  world. 
Our  economic  development  teams  play 
a  supporting  role,  but  these  companies' 
investment  and  success  have  sent  a 
message  to  other  corporations,  and 
they  are  paying  attention." 


FAVORABLE  TAX  CLIMATE 


Alabama's  state  income  and  property  taxes  are 
among  the  lowest  anywhere  in  the  U.S.  Its  statu- 
tory incentive  programs  offer  corporate  income  tax 
credit  for  qualifying  companies  and  include  the 
cost  of  land,  buildings,  machinery  and  equipment. 
The  program  provides  an  annual  corporate  income 
tax  credit  of  5%  of  the  total  capital  cost  of  the 
project  for  20  years. 


long-term  strategic  alliance  between 
Alabama's  higher  education  commu- 
nity and  advanced  electronics  firms 
provides  a  steady  stream  of  techno- 
logically capable  workers.  Two-year 
colleges  have  established  automotive 
curricula,  and  the  Alabama  public 
university  system  regularly  partners 
with  the  industry  to  provide  research 
and  development  as  well  as  technology 


EDPA  is  a  private,  nonprofit    transfer  programs. 


organization  formed  in  1991  by  the 
business  community  to  support 
Alabama's  economic  development 


The  state's  workforce  training 
program,  Alabama  Industrial  Devel- 
opment Training  (AIDT),  is  a  strong 


efforts.  It  works  with  the  state,  local  j  component  of  its  incentive  package 
communities  and  private-sector  eco-  !  for  new  and  expanding  companies, 
nomic  development  groups  to  attract    Ranked  second  in  the  U.S.  in  a  2007 


Expansion  Management  site  consul- 
tant survey,  AIDT  offers  management 
and  supervisory  training  programs 
such  as  Total  Quality  Management 
(TQM)  and  ISO  9000,  and  is  ISO 
9000:2001-certified. 

"We  recruit,  screen  and  train  qual- 


investment  and  helps  existing  busi- 
nesses address  issues  important  to 
continued  economic  success. 

ALABAMA'S  WORKFORCE  IS 
QUALITY-FOCUSED 

"Our  workforce  is  number  one  on  the 

criteria  list  for  companies  considering  ified  potential  employees  at  no  cost  to 

an  Alabama  location,"  says  Sewell.  the  company,"  says  AIDT  Director 

"We  have  risen  to  the  challenge  in  that  Ed  Castile.  "At  last  count,  we  had 

area  and  are  hitting  the  mark.  Until  the  143  projects  in  52  of  the  state's  67 

1990s,  Alabamians  had  never  built  counties,  mostly  on-site  at  company 

automobiles.  Now  they  are  building  locations  including  Mercedes-Benz, 
world-class  vehicles  and  exceeding  |  Honda,    Hyundai,    Boeing  and 

expectations."  Lockheed  Martin.  We  have  worked 

Companies  are  finding  a  diverse,  with  Mercedes-Benz  since 
skilled  workforce  with  a  solid  they've  been  in 

work  ethic  in  Alabama.  A      .^MHMk.      the  state." 


The  Carolyn  Blount  Theater,  home  to  the  Alabama 
Shakespeare  Festival  in  Montgomery 


NORTHROP  GRUMMAN 


Defining  the  future- 


Hlabama.  "The  Launch  State." 
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The  people  of  Alabama  have  launched  a  thousand  ships.  Not  to  mention  a  thousand 
spacecraft,  aircraft  and  electronic  innovations.  Northrop  Grumman  is  proud  to  be  a  part 
of  Alabama's  heritage  and  its  future  economic  growth.  Our  KC-30  Air  Force  Tanker 
Program  will  create  more  jobs  and  prosperity  in  the  state  and  will  help  "launch"  the  region 
as  an  aerospace  center  of  excellence.  Thanks,  Alabama,  for  making  us  feel  right  at  home. 

www.northropgrumman.com 


When  it  comes  to 
offering  companies 
an  economical  place 
to  do  business,  one 
state  really  shines. 

World-class  industrial  companies 
arc  discovering  what  we've 
known  for  years:  Alabama 
offers  businesses  advantages  no 
other  state  can.  Our  Economic 
Development  team  has  been 
providing  confidential  site 
selection  services  for  major 
manufacturers  for  more  than 
90  years.  Why  not  let  us  do  the 
same  for  your  company? 


ALABAMA  4tk 

power    Always  on. 

A  SOUTMIKN  COMPANY 


Alabama  Power  Econom 
Community  Developmen 
1-800-718-2726 
econdev®  southerner 
www.amazingalabama 
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DIVERSIFIED  AND 
EXPANDING 

Alabama's  opportuni- 
ties for  investment  are 
increasingly  diversi- 
fied. In  addition  to  its 
automotive  industry, 
the  state's  biotechnology,  aerospace, 
medical  equipment,  telecommunica- 
tions and  professional  services  sec- 
tors are  growing  and  have  spawned 
a  variety  of  suppliers  and  support 
businesses. 

Industries  as  varied  as  space  tech- 


Bryant-Denny  Stadium,  University  of  Alabama,  Tuscaloosa  r 


a  net  exporter  of  electricity.  Alabama' 
three  major  electric  utilities  provide 
dependable,  low-cost  power. 

In  addition  to  its  Gulf  Coast  port 
facilities  and  navigable  inland  water 
ways,  Alabama  provides  worldwide 
connectivity  through  its  statewide 


nology  and  film  illustrate  Alabama's    multimodal  transportation  and  dis 


future- foe  used  accomplishments. 
NASA's  Marshall  Space  Flight  Center 
in  Huntsville  manages  key  propulsion 
hardware  and  technologies  of  the 
space  shuttle  in  addition  to  its  work 
on  the  next  generation  of  space  trans- 
portation and  propulsion  systems. 

Building  on  the  state's  fascinating 
contrast  of  environments,  from 
small-town  charm  to  big-city  set- 
tings, film  offices  around  the  state 
have  teamed  up  to  promote  Alabama 
as  an  ideal  location  for  film-  and 
media-related  projects. 

INFRASTRUCTURE  OFFERS 
WORLDWIDE  CONNECTIVITY 

Alabama's  electricity  costs  have  been 
ranked  nationally  among  the  lowest 
for  industrial  users  (Morgan  Quitno's 
State  Rankings  2003),  and  the  state  is 


tribution  infrastructure.  An  easih 
accessible  interstate  and  four-lane 
highway  network  connects  every 
major  city  and  most  other  communi 
ties  throughout  the  state  with  motor 
freight  terminals,  rail  systems  and 
international  air  service.  Official  U.S 
Customs  Ports  of  Entry  are  located  in 
Birmingham,  Mobile  and  Huntsville 
international  airports. 


Jeff  Greenberg  /  Alabamo  Bureau  of  Touri 


Mabama  Industrial 
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Development  Training 
(AIDT),the  state's  work- 
force training  program, 
Dffers  management  and 
supervisory  training 
urograms  such  as  Total 
Quality  Management  and 
SO  9000. 

QUALITY  OF  LIFE: 
\N  APPEALING  VARIETY 

rhere  are  surprising  and  refreshing 
idvantages  in  Alabama  for  executives 
infamiliar  with  the  state's  terrain  and 
lewly  polished  image.  Mountains  in 
he  north  and  Gulf  Coast  beaches  in 
he  south  add  variety  to  Alabama's 
ecreational  options.  The  state  is  also 
lome  to  the  Robert  Trent  Jones  Golf 
frail,  one  of  the  most  highly  ranked 
letworks  of  golf  courses  in  the  world. 
Alabama's  mild  climate  makes  the 
;ame  a  year-round  attraction. 

Diverse  cultural  opportunities 
ibound  in  the  state.  The  world's  sixth- 
argest  Shakespeare  festival  in  the  world 
akes  place  in  Montgomery  every  year, 
ittracting  more  than  300,000  annual 
'isitors  from  all  50  states  and  over  60 
:ountries.  Birmingham  has  been  home 
o  the  Alabama  Symphony  Orchestra 
or  more  than  70  years. 

For  those  who  enjoy  their  enter- 
ainment  at  a  higher  decibel  level, 
here's  Talladega  Superspeedway  and 
he  adjacent  International  Motor- 
ports  Hall  of  Fame  and  Museum.  By 
'010,  the  $600  million  Dale  Earn- 
lardt  motorsports  race  park  and 
■ntertainment  complex  will  be  open 
lorth  of  Mobile. 

Four  large  Alabama  metro  areas  — 
-luntsville,  Montgomery,  Birmingham 
tnd  Mobile  —  were  ranked  among 
he  Forbes  top  200  cities  for  business 
md  careers  in  2007.  Auburn  and 
ruscaloosa  were  ranked  35th  and 
?5th  in  the  smaller  metros  category. 


SUCCESS  FOR  ALABAMA'S  RISING  STARS 

"The  fact  that  so  many  companies 
have  moved  to  Alabama  is  a  testament 
to  the  advantages  they  have  found  and 
continue  to  find  here,"  says  AIDT's 
Castile.  "The  picture  we  offer  others 
who  want  to  make  it  their  home  is 
clear:  We  want  you  to  come  here.  The 
Governor  is  our  chief  salesperson;  we 
are  all  part  of  Team  Alabama,  and  it's 
our  job  to  help  you  connect  with 
opportunities  and  resources  here." 

The  rising  stars  in  Alabama  are  not 
only  the  businesses  who  see  it  as  an 
ideal  place  to  expand,  but  the  people  of 
Alabama  who  have  risen  to  the  chal- 
lenge of  new  economic  opportunity. 

"Alabamians  are  determined  to  suc- 
ceed," adds  Governor  Riley.  "We've 
proven  that  world-class  companies  will 
be  enormously  successful  if  they  locate 
in  our  state." 


WEB  DIRECTORY 

Alabama  Bureau  of 
Tourism  &  Travel 
www.alabama.travel 

Alabama  Power 
www.alabamapower.com 

Business  Council  of  Alabama 
www.bcatoday.org 

HealthSouth 
www.healthsouth.com 

Northrop  Grumman  Corporation 
www.northropgrumman.com 
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□  UR  STRENGTH  IS  IN  OUR  MEMBERS.  BGA  IS  PROUD  TO 

represent  5,OdD  Alabama  businesses  and  industries 

OF  ALL  SIZES  -  INCLUDING  SOME  OF  AMERICA'S  LEADING 
CORPORATE  CITIZENS  AND   FORTUNE  5CJD  COMPANIES. 


WE  GRATEFULLY  ACKNOWLEDGE  THE  SUPPORT  AND 
COMMITMENT  OF  OUR  MEMBERS.  TOGETHER,  WE'RE  BUILDING  A 
STRONGER  ECONOMIC  FUTURE  FOR  ALABAMA. 


Education 


Boost  Your  Score 

Princeton  Review  somehow  has  managed  to  lose  money  even  in  a 

test-crazed  era.  Is  the  company  finally  growing  up?  By  Susan  Adams 


SITTING  IN  HIS 
office  on  the 
Upper  West  Side 
of  Manhattan, 
John  Katzman  is 
contrite.  He  admits  that  the 
test-preparation  company 
he  founded  26  years  ago, 
Princeton  Review,  has  not 
exactly  thrived  lately.  "We're 
a  very  talented  minor 
league  team,"  he  explains, 
fixing  an  earnest  gaze  upon 
his  visitor.  "But  when  we 
reached  the  major  league, 
we  found  we  couldn't  hit 
the  curves." 

Katzman  has  got  that 
right.  Princeton  Review  sits 
in  the  sweet  spot  of  Amer- 
ica's obsession  with  testing. 
It  sells  testing  materials  to 
schools  prepping  kids  under 
the  No  Child  Left  Behind 
Act,  and  offers  SAT  test 
classes  and  tutoring  for 
prospective  college  students. 
Yet  Princeton  Review's 
shares  have  languished 
around  $6  for  the  past  three 
years,  and  losses  doubled 
to  $10  million  on  sales  of 
$141  million  in  2006. 

Meanwhile,  the  test- 
prep  division  of  its  main 
competitor,  Kaplan,  is  (per 
educated  guesses)  generat- 
ing handsome  profits  on  revenues  of 
$575  million  for  its  parent,  Washington 
Post  Co. 

Now  Katzman  himself  is  getting  some 
tutoring.  In  July  he  stepped  down  from 
the  top  job  in  favor  of  a  new  chief  execu- 
tive, Michael  Perik,  50,  who  had  been  run- 
ning Houghton  Mifflin's  successful  K-12 


assessment  business.  Bain  Capital  Ven- 
tures is  pumping  $40  million  into  Prince- 
ton Review,  and  another  private  equity 
outfit,  Prides  Capital,  is  kicking  in  an 
additional  $20  million.  It  looks  like 
Katzman,  48,  and  his  company  are  finally 
ready  to  grow  up. 

Katzman  started  prepping  kids  for  the 


SAT  in  1981  after  graduating 
from  Princeton  University 
and  working  a  short  stint  in 
software  development  at 
Manufacturers  Hanover 
Trust  Bank.  The  child  of  a 
prosperous  Manhattan  fam- 
ily (Katzman's  grandfather 
invented  the  electric  vapor- 
izer), Katzman  began  by 
coaching  kids  at  his  parents' 
kitchen  table.  At  the  time, 
test  prep  was  dominated  by 
Kaplan,  which  had  been 
around  since  1938. 

Katzman  had  a  cynical 
sales  pitch,  insisting  the  SAT 
measured  nothing  but  a 
student's  ability  to  take  it. 
"The  SAT  remains  a  piece  of 
crap  and  in  some  ways  may 
be  worse  than  it  used  to  be," 
he  pronounces.  Katzman's 
tactic:  game  the  test.  Find 
tricks,  strategies,  and  short- 
cuts to  hike  kids'  scores. 
Review  instructors,  for 
instance,  urge  kids  to  elimi- 
nate wrong  answers  rather 
than  solve  problems.  For  the 
vocabulary  portion  Katz- 
man and  colleague  Adam 
Robinson  performed  a  sta- 
tistical analysis  of  past  tests 
and  honed  a  list  of  only  200 
words  to  drill  kids.  By  con- 
trast, Katzman  says,  Kaplan 
drilled  on  6,000  vocabulary  words.  Prince- 
ton Review  says  that  its  prep  courses  raise 
kids'  SAT  scores  by,  on  average,  200  points 
(a  perfect  score  is  2400). 

Princeton  Review  flourished  at  first, 
its  irreverent,  youthful  image  helping  to 
attract  students.  Katzman  found  he  could 
get  away  with  charging  more  than  Kaplan. 
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In  1987  a  Kaplan  course  cost  $450,  while  a 
Review  course  was  $595.  By  that  year, 
relying  on  a  franchising  strategy,  the 
Review  was  operating  in  35  cities  and 
racking  up  $12  million  in  revenues,  to 
Kaplans  $45  million.  In  2001  Princeton 
Review  sold  20%  of  its  stock  in  a  $59  mil- 
lion public  offering. 

That  same  year  the  No  Child  Left 
Behind  law  passed,  requiring  public 
schools  to  test  students  at  least  once  a  year, 
from  grade  three  on.  School  districts 
started  mandating  an  increasing  number 
of  multiple-choice  tests,  or  assessments, 
that  measure  student  progress  throughout 
the  year.  This  meant  work  for  companies 
that  could  produce  these  tests  and  offer  a 
way  for  kids,  parents  and  schools  to  view 
the  results  online. 

But  Katzman  ended  up  flunking  this 
business.  It  proved  much  tougher  to  make 
money  putting  together  multiple-choice 
assessments  specifically  tailored  to  a  local- 
ity's curriculum,  as  opposed  to  staging 
one-size-fits-all  prep  courses.  The  Review 
was  dealing  with  bureaucracies  like  the 
New  York  City  Department  of  Education 
and  the  Los  Angeles  Unified  School 
District,  a  far  cry  from  affluent  parents 
eager  to  write  checks  that  might  buy  an 
Ivy  League  admission.  Earlier  this  year 
New  York  City  dumped  the  Review's 
assessment  contract  after  four  years  in 
favor  of  a  five-year  $80  million  deal  with 
CTB/McGraw-Hill  and  Scantron. 

Katzman  also  had  high  hopes  for 
college  admissions  services.  The  Review 
paid  $12  million  for  a  company  called 
Embark,  which  provided  software  for  stu- 
dents to  fill  out  their  college  applications 
online.  But  top  schools  weren't  willing  to 
pay  to  reach  students,  and  the  students 
who  were  the  Reviews  customers  didn't 
want  to  be  pestered  by  the  kinds  of 
schools  that  were  willing  to  pay.  The 
Review  finally  sold  Embark  earlier  this 
year  for  $7  million. 

Meanwhile,  the  payroll  became  bloated, 
partly  as  a  result  of  Katzman's  reluctance 
to  let  people  go.  (The  upside  was  an 
1   ultrafriendly  atmosphere  that  spawned 
5   countless  romances  and  upward  of  100 
g   weddings,  including  Katzman's  own.) 

By  mid-2006  Katzman  realized  he 
S   needed  help.  He  had  met  Michael  Perik  in 


the  mid-1990s  when  Perik's  company 
bought  a  license  to  use  Princeton  Review's 
SAT  prep  software.  Canadian-born  Perik 
had  run  one  of  the  earliest  educational 
software  outfits,  the  Learning  Co.,  which 
he'd  sold  to  Mattel.  He  sold  another  online 
education  company  he  started,  Achieve- 
ment Technologies,  to  Houghton  Mifflin 
in  2006. 

Perik  brought  along  an  infusion  of 
cash  from  Bain,  which  agreed  to  buy  a 
19%  stake  in  Princeton  Review  at  roughly 
$6  a  share.  Prides  Capital,  which  already 
owned  Review  shares,  upped  its  stake  to 
14%.  Perik  is  taking  a  salary  of  $1  a  year, 
in  exchange  for  the  option  to  buy  4%  of 
the  company,  or  1.7  million  shares,  at 
$4.69,  the  price  of  the  shares  when  he  took 
the  job.  Katzman  retains  25%,  and  the  title 
of  chairman. 

The  prospect  of  fresh  management 
has  goosed  the  stock,  which  has  nearly 
doubled  since  the  deal  was  announced,  to 
a  recent  $8.75.  Perik  has  already  fired  20 
people  who  made  up  more  than  half  the 
finance  and  legal  departments  and 


replaced  the  sales  and  business  managers 
of  the  K-12  division  with  former  col- 
leagues from  the  Learning  Co.  and 
Houghton.  Revenue  in  the  first  half  of 
2007  grew  14.5%  to  $76.6  million  while 
earnings  nosed  into  the  black  at  $203,000. 

Perik's  target  profit  margin  is  the  same 
for  the  assessment  business  as  for  test 
prep,  20%  after  tax.  (Test  prep  accounts 
for  70%  of  the  company's  revenues,  K-12 
the  rest.)  His  risky  strategy:  Instead  of 
emphasizing  customized  assessment  tests 
for  particular  school  districts,  he  plans  to 
deliver  a  more  generic  product.  "We're 
going  to  focus  on  selling  higher-margin 
services  to  middle  America,"  he  says. 

Adam  Robinson,  who  helped  Katz- 
man develop  the  original  SAT  shortcuts 
and  vocabulary  lists,  has  come  back  to 
reinvigorate  test  prep.  That  may  help,  but 
with  Kaplan  and  new  competitors  like 
TestMasters  in  Los  Angeles,  it's  not  clear 
that  Princeton  Review  can  boost  its  27% 
share  of  the  SAT  prep  market  or  its 
smaller  share  of  the  market  for  other  tests 
like  the  LSAT.  F 


1.5  Million  Toys  RECALLED  Structural , 

djjetoU^n^Co^  I  Ma/orf^^  Lead  to 

Overheating  Appliance  Cords  Result  in    _^ 

Product  Recalls 

There  are  millions  of  reasons 
why  everything  should  have 

TUVRheinland? 

To  succeed  in  today's  highly  competitive  retail  climate  you  need  to 
focus  on  margins,  not  manufacturing  issues.  At  TUVRheinland®,  we 
know  this.  That's  why  our  Global  Retail  Solutions  group  works  with 
you  and  your  vendors  to  cover  virtually  every  step  of  the  process  from 
sourcing  through  sell-through.  With  over  a  century  of  experience  in 
overseeing  everything  from  design  to  delivery,  our  international  team 
of  experts  are  there  watching  your  back — and  your  bottom  line. 

Call  for  a  custom  consultation: 
1-TUV-Rheinland  (1-888-743-4652) 


A 


TUVRheinland® 

Precisely  Right.  © 2007 TuvRheiniand- 


Rethinking  Old  Age 


Stanford  professor  Laura  Carstensen 
says  we  are  unprepared  to  deal  with  an  aging 
America.  She's  hoping  to  change  that. 

By  Dorothy  Pomerantz 


LAURA  CARSTENSEN  ALMOST 
died  when  she  was  20  years 
old.  After  a  Hot  Tuna  concert 
in  Rochester,  N.Y.  in  1974,  trie 
van  she  was  riding  in  tumbled 
off  the  highway  down  an 
embankment.  Carstensen,  a  single  mother, 
broke  20  bones,  and  doctors  said  if  she 
lived,  she  would  never  walk  again. 

She  spent  the  next  four  months  in  an 
orthopedic  ward.  To  help  keep  her  mind 
active,  the  nurses  bunked  her  in  a  four- 


person  room  with  a  procession  of  elderly 
women.  Carstensen  was  told  to  talk  to  the 
older  patients  to  keep  them  from  "sun- 
downing,"  becoming  disoriented  from 
drugs  and  the  lack  of  windows  in  the 
hospital. 

Carstensen  quickly  realized  that  the 
women  were  being  treated  differently  from 
her.  While  she  was  carted  off  to  physical  ther- 
apy three  times  a  day,  had  teams  of  doctors 
examining  her  wounds  and  eventually 
walked,  many  of  the  older  patients  with  bro- 


ken hips  were  ignored.  When  one  older 
woman  was  healthy  enough  to  go  home,  the 
hospital  prevented  her  from  leaving  until  she 
paid  her  bill,  which  meant  selling  her  home. 
"It  was  horrible,"  says  Carstensen. 

The  experience  so  marked  Carstensen 
that  the  self-described  wild  child  hun- 
kered down  and  earned  a  Ph.D.  in  psy- 
chology, becoming  over  the  next  30  years 
one  of  the  nations  leading  thinkers  on  the 
social  psychology  of  aging.  In  2003  she 
coined  the  term  "the  positivity  effect,"  a 
phenomenon  that  describes  how  people 
focus  more  on  positive  than  negative 
information  in  old  age.  We  are,  it  turns 
out,  inclined  to  get  happier — or  at  least 
focus  on  that  which  will  make  us  more 
content — as  we  close  in  on  death.  Much  of 
her  recent  work  at  Stanford  University  has 
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debunked  stereotypes  about  how  older 
people  are  uniformly  slow,  cranky  and 
mentally  impaired.  But  the  positivity 
effect  has  drawbacks:  Older  people  often 
ignore  crucial  but  nettlesome  details  or 
fall  prey  to  scammers  selling  the  moon. 

Carstensen,  54,  is  now  putting  her  ideas 
into  action,  with  an  urgency  that  is  rare  for 
an  academic  psychologist.  Carstensen  sees 
a  crisis  coming  in  the  next  ten  years  over 
society's  failure  to  deal  with  the  aging 
boom.  "Life  expectancy  has  doubled  in  the 
past  century,  but  we've  changed  little  in 
how  we  deal  with  those  extra  30  years,"  says 
Carstensen. 

By  2020  the  number  of  people  over  65 
will  reach  a  historic  high  of 
55  million,  up  from  20  mil- 
lion in  1970.  Money  will  be 
tight  to  pay  for  their  care,  as 
the  ratio  of  taxable  workers 
per  benefits-collecting  retiree 
will  shrink  from  four  to  two. 
Consumer  products,  homes 
and  offices  will  have  to  be 
redesigned  to  be  made  more 
accessible  to  the  infirm. 
Investment  firms  will  have  to 
persuade  retirees  to  take 
more  risk  but  also  to  become 
more  aware  of  how  their 
overly  rosy  outlook  can  make 
them  susceptible  to  scams.  A 
recent  Federal  Reserve  study 
shows  that  older  people  earn 
as  much  as  a  risk-adjusted 
5%  less  per  year  on  their 
investments. 

Last  year  billionaire  Richard  Rainwa- 
ter donated  $10  million  to  establish  the 
Stanford  Center  on  Longevity,  which 
Carstensen  heads.  She  and  Stanford 
neurology  professor  Thomas  Rando  have 
gathered  100  professors  of  economics, 
medicine,  management  and  engineering 
to  collaborate  at  the  center.  The  center  has 
hired  a  tech  entrepreneur  to  pitch  ideas  to 
businesses  and  a  Beltway  lawyer  to  direct 
policy  pronouncements. 

So  far  the  most  concrete  product  to 
come  out  of  the  center  is  a  shoe  that  helps 
alleviate  the  effects  of  arthritis.  Other  proj- 
ects in  the  works  include  a  robot  to  help 
with  household  tasks;  an  ankle  brace  to 
prevent  falls  that  senses  when  an  older 


In  a  Stanford  test  subjects 
who  interacted  with 
digitally  aged  images  of 
themselves  invested 
more  for  retirement  than 
a  control  group  did. 


person  is  getting  off  balance;  and  an  Inter- 
net program  for  self-management  of 
chronic  diseases. 

Carstensen  started  thinking  about  the 
possibility  of  the  positivity  effect  after  a 
2003  study  where  she  showed  subjects  ads 
with  either  emotional  taglines,  such  as 
"Take  time  for  the  ones  you  love,"  or  goal- 
oriented  slogans,  like  "Take  time  for  suc- 
cess." The  older  participants  remembered 
the  emotional  ads  much  more  than  the 
goal-oriented  ads.  Later  studies  with 
magnetic  resonance  imaging  machines 
showed  that  the  amygdala,  the  part  of  the 
brain  responsible  for  memory  and  emo- 
tional reactions,  didn't  fire  even  when 
older  people  were  shown 
disturbing  images. 

The  findings  backed  up 
what  Carstensen  had  seen  dur- 
ing her  20  years  of  clinical 
work.  Because  they  can  block 
out  negative  information,  older 
people  are  more  content  than 
younger  people.  (Cranky 
Grandma  Rose  likely  always 
had  a  cranky  demeanor.) 

The  work  earned  Car- 
stensen acclaim  among  psy- 
chology professors,  but  she 
woke  up  to  a  wider  possibility 
after  sharing  her  findings 
with  her  friend  Alan  Garber, 
an  economics  professor  at 
Stanford,  in  2004.  "He  said, 
That's  very  interesting.  Now 
make  me  care.'" 

The  two  started  having 
conversations  about  what  the  effect  could 
mean  for  people's  economic  choices.  Gar- 
ber's  involvement  inspired  Carstensen's 
graduate  student  Corinna  Lockenhoff  to  see 
if,  in  light  of  the  positivity  effect,  there  was 
a  way  to  help  older  people  make  better 
decisions  about  health  care.  In  a  study  last 
year  with  Carstensen,  she  asked  two  60-par- 
ticipant  groups,  one  under  39  and  one  over 
62,  to  review  and  choose  among  four  health 
care  plans.  All  the  plans  had  pros  and  cons. 
The  older  participants  repeatedly  ignored  the 
negative  aspects  when  asked  to  choose,  but 
the  younger  group  reviewed  both  the  good 
and  bad.  When  the  researchers  reminded  the 
older  cohort  to  focus  on  accuracy,  they  paid 
more  attention  to  the  negative  options. 


Carstensen  cites  DecisionStreet.com 
as  a  possible  model.  The  Web  site,  whose 
founder  works  with  Stanford's  longevity 
center,  determinedly  walks  users  through 
a  set  of  questions  to  help  them  make 
emotion-free  decisions  about  nursing 
home  and  end-of-life  care. 

Hal  Ersner-Hershfield,  a  fifth-year 
psychology  grad  student  in  Carstensen's 
lab,  is  working  on  a  way  to  help  young 
people  make  better  decisions  about  plan- 
ning for  retirement.  It's  based  on  his  work 
using  functional  magnetic  resonance 
imaging  brain  scans  that  first  demon- 
strated that,  when  people  are  asked  to 
imagine  themselves  in  retirement,  the 
parts  of  their  brains  that  usually  "light  up" 
when  they  think  about  themselves  don't 
light  up  at  all.  It's  as  if  they  were  thinking 
about  a  stranger. 

Ersner-Hershfield  teamed  up  with 
computer  engineer  Jeremy  Bailenson  to 
make  people  identify  with  their  older  selves. 
A  subject  in  their  lab  is  photographed  and 
the  picture  is  digitally  morphed  to  make  the 
subject  look  older.  The  subjects  then  put  on 
virtual  reality  goggles  and  half  interact  with 
their  aged  image  in  a  mirror.  When  the  gog- 
gles are  removed,  participants  are  given  the 
opportunity  to  either  spend  or  invest 
$1,000.  Though  only  four  people  have  been 
tested,  Ersner-Hershfield  says  that  the  two 
who  saw  themselves  as  old  allocated  at 
least  $500  to  their  retirement.  The  two  who 
saw  their  unaltered  selves  allocated  less 
than  $200. 

"If  we  can  show  this  works  in  the  lab, 
we  can  come  up  with  a  more  practical  way 
to  apply  it,"  says  Carstensen. 

Carstensen  always  thinks  about  her 
time  in  the  hospital  back  in  the  1970s. 
She  remembers  one  patient  who  was  con- 
stantly visited  by  family  and  seemed  to 
thrive,  and  another  who  was  terribly 
alone  and  never  seemed  to  fully  heal.  She 
feels  the  quality  of  old  age  is  determined 
by  how  people  are  treated.  She  cites 
changes  we  have  made  before  as  a  society 
to  improve  our  way  of  life — changes  like 
waste  collection  and  public  education — 
as  models  for  how  we  need  to  change  the 
world  again. 

"We  need  to  get  science  and  technol- 
ogy working  to  make  the  real  vulnerabil- 
ities associated  with  aging  invisible."  F 
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destination  marketing 
organizations  met  during  the 
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Executive  Guide  to  Meetings: 

WHAT  CEOS  NEED  TO  KNOW 


Destination  marketing 
organizations  offer  new 
strategies  and  services 
for  taking  corporate 
meetings  and  events  to 
the  next  level. 


By  Susan  Burnell 


It's  a  project  that  can  make  an  executive  look  like  a  hero  when  it's  done 
right  —  a  successful  meeting,  conference  or  event  that  satisfies  attendees 
and  sticks  to  its  budget.  CEOs  and  other  executives  responsible  for  the 
big-picture  goals  of  a  meeting  have  new  reasons  to  turn  to  local  convention 
and  visitors  bureaus  (CVBs)  tor  strategic  support. 

Experienced  meeting  planners  already  know  CVBs  as  the  best  source 
for  in-depth  destination  knowledge.  Also  known  as  destination  marketing 
organizations  (DMOs),  these  gold  mines  of  local  expertise  offer  services 
aligned  with  corporate  goals  and  strategies.  Best  of  all,  nearly  all  their 
services  are  free. 

"CVBs  provide  valuable  services  and  resources,  at  no  expense,  that  can 
assist  in  the  planning  and  execution  of  corporate  meetings  and  social 
events  of  all  sizes,"  says  Michael  D.  Gehrisch,  president  and  chief  executive 
officer,  Destination  Marketing  Association  International  (DMAI),  which 
represents  more  than  625  official  destination  marketing  organizations  in 
more  than  25  countries. 

"CVBs  make  the  success  of  a  meeting  their  business,  and  function  as  a 
one-stop  shop  for  companies  seeking  the  right  meeting  space,  hotels, 
transportation,  catering  and  entertainment,"  Gehrisch  notes.  "CVBs 
assist  in  site  inspections  and  on-site  logistics,  and  act  as  a  liaison  to  the 
community  when  permits,  street  closures  or  other  such  needs  arise.  Most 
importantly,  the  CVB  is  the  destination  expert,  and  knows  which  venues 
fit  your  needs." 
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"Executives  may  underestimate  the  value  of  a  CVB's  staff," 
says  Jorge  Pesquera,  the  new  president  and  chief  executive 
officer  of  the  Palm  Beach  County  Convention  and  Visitors 
Bureau  and  a  30-year  veteran  of  the  tourism  industry.  "These 
are  the  people  who  can  respond  and  think  creatively  about  how 
to  provide  the  highest  level  of  return  on  investment  for  a 
meeting.  The  best  CVBs  share  a  common  philosophy.  They  are 
not  just  there  to  fill  rooms  or  a  convention  center.  They  are 
experts  who  ask,  'What  will  make  this  meeting,  trade  show  or 
convention  fulfill  your  mission  and  goals?'  Then  they  work  to 
make  all  those  things  happen." 

As  Predicted,  Meetings  Gain  Budget 
Dollars,  Attendees 

The  meeting  and  events  industry  anticipated  more  meetings 
and  larger  meeting  budgets  this  year,  reports  Tom  Domine,  editor 
in  chief,  Meeting  Professionals  International  (MPI).  According 
to  FutureWatch  2007,  the  organization's  study  of  global  meeting 
trends  published  in  January  2007,  planners  expected  to  manage 
more  meetings  in  2007  as  well  as  larger  budgets  in  both  dollars 
and  percentage  of  the  total  budget. 

"We  saw  a  prediction  of  sustained  industry  growth  for  the 
fourth  consecutive  year,  representative  of  a  strong  and  thriving 
economy,"  says  Domine.  "Our  MPI  conferences  in  2007  versus 
2006  were  definitely  in  keeping  with  this  prediction.  Overall, 
meeting  budgets  were  expected  to  increase  by  21%  for  associa- 
tions and  18%  for  corporations.  Respondents  also  anticipated 
more  attendees  per  meeting,  whereas  the  length  of  meetings  was 
expected  to  remain  the  same. 

"Globalization  is  on  the  rise  in  all  areas  of  the  meetings  and 
events  industry,"  Domine  adds.  "Client-side  planners,  meetings 
management  and  services  companies,  and  especially  hotel  and 
resort  companies  anticipated  increases  in  their  global  presence 
in  2007.  Those  with  a  foot  in  the  global  market  are  more  likely 
than  their  single-country  counterparts  to  expand  that  presence 
over  the  next  year." 

Strategists  in  Action: 
CVB  Success  Stories 

The  Palm  Beach  County  Convention  and  Visitors  Bureau 
fielded  a  call  last  winter  from  a  client  hosting  an  incentive  group. 
The  group  needed  help  getting  tickets  to  an  international  polo 
match  on  short  notice.  The  CVB's  relationship  with  the  area's 
world-class  polo  club  resulted  in  premium  VIP  box  seating  for 
the  group  at  no  additional  cost  to  the  client,  along  with  an  invi- 
tation to  a  post-game  celebration  with  the  victorious  team  in  the 
private  clubhouse.  "That  is  a  perfect  example  of  synergy  between 
our  CVB  and  a  tourism  business  partner,"  says  President  and 
Chief  Executive  Officer  Jorge  Pesquera. 

The  Palm  Beach  County  Convention  and  Visitors  Bureau  is  a 
$10  million  agency  charged  with  marketing  and  selling  Palm 
Beach  County  as  a  travel  destination  for  groups,  meetings  and 


fiS According  to  FutureWatch  2007,  our 
comparative  outlook  report  on  the 
global  business  of  meetings,  overall 
meeting  budgets  are  expected  to 
increase  by  21%  for  associations  and 
18%  for  corporations.  99 


J.  Stephen  Perry 
President  and  CEO 
New  Orleans 
Metropolitan  CVB 


(5(5  Many  corporations  don't  take  full 
advantage  of  CVBs.  Sophisticated 
CVBs  can  serve  as  professional 
consultants  and  advisers  in  the  local 
area.  We  have  a  set  of  resources  including 
information,  marketing  and 
connections  to  social  responsibility 
opportunities  that  outside  parties  may 
not  be  aware  of.  99 
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Bill  Silvermim 
Regional  Director 
The  Americas,  MKT 


(3(3  Our  responsibility  is  to  better  the  lives 
of  the  individuals  who  live  in  our 
destination  on  a  daily  basis.  One  of  the 
ways  we  do  that  is  to  make  marriages' 
between  visiting  organizations  and 
local  businesses.  39 


Bob 
President  and 

Austin  C 


(3(3  When  clients  utilize  the  myriad  services 
our  CVB  offers,  we  become  an 
extension  of  their  staff.  Our  experience 
in  the  local  market  and  the  network  of 
contacts  that  they  access  through  us 
cannot  be  found  in  any  database.  9  9 


conventions  as  well  as  leisure  travel.  The  bureau  spearheaded  the 
development  and  opening  of  the  S84  million  Palm  Beach  County 
Convention  Center  in  2004,  and  it  earns  awards  for  its  stellar 
service  on  a  consistent  basis. 

Pesquera  joined  the  Palm  Beach  County  CVB  as  president  and 
chief  executive  officer  in  November.  He  formerly  served  as  pres- 
ident and  chief  executive  officer  of  the  Aruba  Hotel  and  Tourism 
Association  and  the  Puerto  Rico  Convention  Bureau,  and  has 
held  senior  executive  roles  at  Hilton  International  Company  and 
Conrad  Hotels.  Pesquera  is  widely  acknowledged  as  a  leader  in 
the  hotel  and  hospitality  business  as  well  as  a  dynamic  strategist 
in  destination  management.  He  is  expected  to  successfully  drive 
the  economic  engine  of  Palm  Beach  County's  tourism  industry  to 
new  standards  of  excellence. 

Well-known  for  its  theme  park  fun,  Orlando  is  also  a  place 
for  serious  business.  Every  year  the  destination  welcomes  more 
than  3  million  meeting  and  convention  attendees,  and  it  can 
accommodate  groups  of  10  to  100,000  at  all  price  points. 
"Orlando  constantly  expands  its  meetings  offerings,"  says 
Orlando/Orange  County  CVB  President  and  Chief  Executive 
Officer  Gary  C.  Sain.  "Current  developments  include  bringing 
high-end  hotel  properties  like  Waldorf=Astoria  and  Four 
Seasons  into  the  marketplace." 

What  surprises  some  corporate  visitors  is  the  wealth  of  cre- 
ative, medical  and  digital  resources  available  in  Orlando.  The 
theme  parks  offer  a  variety  of  educational  programs  on  marketing, 
creativity  and  customer  service.  Central  Florida  already  hosts 
more  medical  meetings  than  any  other  region,  and  its 
resources  are  expanding  with  a  new  College  of  Medicine  at 
the  University  of  Central  Florida,  the  Burnham  Institute 
medical  research  park  and  a  new  Veterans  Hospital.  The 
region  now  has  more  than  400  companies  involved  with  mod- 
eling, simulation,  interactive  and  immersive  entertainment 
including  Lockheed  Martin,  Electronic  Arts  and  the  Kennedy 
Space  Center.  The  CVB  can  help  companies  tap  these 
resources  for  speakers,  programs  and  facility  tours. 

It  is  ultimately  the  Orlando  CVB's  service  and  hospitality  that 
draw  rave  reviews.  "The  Orlando  CVB  went  the  extra  mile  in 
helping  to  make  our  first  show  in  their  city  a  great  success," 
explains  Clay  Stevens,  president,  International  Air  Conditioning, 
Heating,  Refrigerating  Exposition.  "An  event  as  large  as  ours 
requires  a  considerable  amount  of  cooperation  and  assistance 
from  the  host  city.  The  Orlando  CVB  acted  as  our  advocate  with 
hotels,  restaurants  and  local  attractions  and  assisted  in  develop- 
ing programs  to  enhance  the  Exposition." 

The  Greater  Fort  Lauderdale  CVB  and  the  City  of  Fort 
Lauderdale  hosted  the  35th  Organization  of  American  States 
General  Assembly  in  June  2005.  "With  34  heads  of  state,  plus 
all  the  Secret  Service  staff,  this  was  a  very  demanding  group," 
says  Nicki  E.  Grossman,  president  of  the  Greater  Fort 
Lauderdale  CVB.  "We  were  able  to  deliver  the  perfect  event, 
and  it  was  a  great  opportunity  to  put  Greater  Fort  Lauderdale 
in  the  international  spotlight." 

Following  the  event,  the  CVB  received  letters  of  appreciation 


ireater 


Meetings  made  easy. 

achting  along  Greater  Fort  Lauderdale's  ribbon  of  waterways  is  the  perfect  way  to  wrap  up  a  meeting  -  or. 
iinch  one.  In  addition,  you'll  discover  23  miles  of  Blue  Wave  beaches,  an  international  airport,  33,000  hotel 
oms  and  the  600,000  sq.  ft.  Broward  County  Convention  Center.  Visit  www.sunny.org/meetingplanners  or 
ill  800-356-1662  for  a  free  Meeting  Planners  Guide  today. 
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Michael  D.  Gehrisch 
President  and  CEO 
DMA! 


from  officials  who  attended,  including  then-Florida  governor  Jeb 
Bush  and  Secretary  of  State  Condoleezza  Rice.  The  security 
effort  surrounding  the  event  was  massive  and  drew  compliments 
from  Joe  D.  Morton,  OAS  Diplomatic  Security  Service,  who 
wrote,  "Due  to  the  efforts  of  your  organization  and  myriad  local, 
state  and  federal  law  enforcement  agencies,  security  for  the 
OASGA  was  a  complete  success." 

"Visiting  groups  grade  our  destination  on  whether  we  produce 
as  expected,"  Grossman  notes.  "The  glowing  praise  we  receive, 
along  with  repeat  business,  is  a  validation  of  our  ability  to  produce." 

Fort  Lauderdale  has  successfully  shifted  its  image  with  a  full 
array  of  new  luxury  properties  and  upscale  amenities.  "Corporate 
executives  who  came  here  for  Spring  Break  in  the  '60s,  70s  and 
'80s  are  absolutely  stunned  at  the  maturity  and  sophistication 
that  has  occurred  here,"  says  Grossman. 

The  New  Orleans  Metropolitan  Convention  and  Visitors 
Bureau,  Inc.,  recently  assisted  Konica  Minolta  with  a  major 
event.  "When  conducting  a  meeting,  the  last  thing  we  need  to 
worry  about  is  hotel  and  food  service,  the  safety  of  our  guests,  the 
ambience  of  the  host  city  and  the  support  services  we  require," 
says  Bill  Brewster,  former  vice  president  of  marketing  for  Konica 
Minolta.  "Our  experience  in  New  Orleans  was,  across  the  board, 
extremely  positive.  The  event  went  off  as  planned  and  was  one  of 
the  smoothest-run  meetings  with  which  I  have  been  associated. 
Our  dealers,  management  team  and  staff  were  impressed  by  the 
spirit,  courage  and  determination  of  the  citizens  of  New 
Orleans."  Konica  Minolta  subsequently  pledged  $200,000  to 
help  repair  a  Hurricane  Katrina-damaged  school. 

Corporate  business  meetings  are  one  of  the  fastest-growing 
segments  in  New  Orleans'  convention  industry,  which  tradition- 
ally has  attracted  large  citywide  association  conferences. 
However,  Maritz  Travel,  Walt  Disney  Company,  Whirlpool, 
Coca-Cola,  Konica  Minolta,  Sherwin  Williams,  Anheuser  Busch 
and  many  corporations  have  been  drawn  to  New  Orleans  for  the 
wealth  of  "voluntourism"  service  opportunities  available  after 
Katrina  to  achieve  strategic  meeting  goals,  expand  philanthropic 
efforts  and  strengthen  corporate  brands. 

The  Austin  Convention  and  Visitors  Bureau  is  helping  an 
international  gathering  of  engineers  achieve  its  pre-event  objec- 
tives in  a  big  way.  "The  advance  marketing  help  of  the  Austin 
CVB  allowed  us  to  meet  our  goal  of  more  than  4,000  rooms 
before  2007,"  says  Patricia  J.  Teller,  Ph.D.,  a  professor  at  the 
University  of  Texas  at  El  Paso,  incoming  president  of  the 
Institute  of  Electrical  and  Electronics  Engineering  (I-EEE)  and 
general  chair  of  the  group's  SC08  technology  conference. 

The  $5  million  volunteer-run  event  is  the  I-EEE's  main  revenue 
generator.  "ACVB  helped  staff  our  booth  at  the  2007  conference  in 
Reno  and  provided  giveaway  merchandise  to  help  promote  SC08 
in  Austin,"  says  Teller.  "They're  the  first  source  we  turn  to  for  any 
of  our  planning  details." 

"When  our  clients  utilize  the  myriad  services  that  Austin 
Convention  and  Visitors  Bureau  offers,  we  become  an  extension 
of  their  staff,"  says  Bob  Lander,  president  and  chief  executive 
officer.  "Our  experience  in  the  local  market  and  the  network  of 


(5(5  CVBs  make  the  success  of  a  meeting 
their  business,  and  function  as  a 
one-stop  shop  for  companies  seeking 
the  right  meeting  space,  hotels,  trans- 
portation, catering  and  entertainment. 


Nicki  E.  Grossman 
President 
Greater  Fort 
Lauderdale  CVB 


(5  (5  A  CVB  can  match  the  diverse  needs  of 
corporate  executives  and  meeting 
planners  to  the  intricate  amenities  of 
our  destination.  We  assist  in  finding 
the  perfect  venues  for  their  needs,  and 
the  services  we  provide  are  free.  93 
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SPECIAL  ADVERTISEMENT 


ORLANDO  DEFINES 
EXTRAORDINARY  MEETINGS 

Choose  Orlando  for  your  company's  next  meeting 
and  discover  success.  Research  shows  that  a  productive 
meeting  includes  some  fun  —  what  better  way  to 
increase  production  than  to  oiler  your  attendees  the 
opportunity  to  mix  work  and  pleasure  ...  in  Orlando. 

( )ver  135  hotels  offer  3  million  square  feet  of  meeting 
spa<  c.  (  hit  ( !onvention  ( Inner  provides  another  2.1  mil- 
lion square  feet  of  exhibit  space.  Orlando  International 
Airport  is  ranked  among  the  best  in  the  world  by 
Condi  Nast  Traveler  magazine.  Then  there's  Orlando's 
fun  factor:  after-meeting  a<  tivities  including  surprising 
dining,  176  golf  courses,  dazzling  shopping,  relaxing 
spas,  a  great  climate  and  warm  hospitality  ...  all  great 
for  company  morale! 

As  Orlando's  official  sales  organization,  the  Orlando/ 
Orange  County  Convention  &  Visitors  Bureau  pledges 
that  your  personal  sales  executive  will  help  identify  hotels, 
off-site  venues  and  destination  services  which  meet  your 
specifications  and  exceed  your  expectations.  We'll  accom- 
pany you  on  every  step  of  your  site  visit  and  assist  with 
all  of  your  meeting  needs.  Begin  your  great  meeting  by 
calling  800.662.2825. 


We  welcome  your  inquires.  Please  call  800.662.2825 
or  visit  orlandoconventions.com,  or  contact  these 
members  who  are  eager  to  serve  you. 
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Corporate  Meeting  Hot  Spots 


AUSTIN 

Cosmopolitan  yet  unpretentious, 
\ustin  has  a  thriving  cultural  scene 
md  vibrant  nightlife.  Our  state-of- 
he-art  downtown  convention  center 
:an  host  up  to  7,000  wireless  comput- 
es at  one  time. 

The  Austin  CVB  is  ready  to  help 
'our  group  connect  with  out-of-the- 
>rdinary  experiences  and  top-of-the- 
:harts  meeting  success. 

:all  1-800-926- AC  VB  or  visit 
vww.austintexas.org. 


HONG  KONG 
TOURISM  BOARD 

As  a  meeting  destination,  Hong 
Cong  offers  an  enchanting  fusion  of 
^ast  and  West  with  vibrant  living  cul- 
ure,  world-class  shopping  and  dining, 
ind  treasures  of  heritage  and  nature. 

The  Hong  Kong  Tourism  Board 
>pens  doors  for  organizations  —  from 
he  strategic  level  of  business  to  the 
iinctional  meeting  planning  level  —  to 
:reate  successful,  memorable  meetings. 

2all  1-310-824-7266  or  visit 
wvw.discoverhongkong.com. 


HONG  KONG  TOURISM  BOARD 


NEW  ORLEANS 

Corporate  business  meetings  are  one 
of  the  fastest-growing  segments  in 
New  Orleans'  convention  industry. 
Our  CVB  exists  to  help  groups  meet- 
ing here  achieve  strategic  goals,  expand 
philanthropic  efforts  and  strengthen 
corporate  brands.  The  cultural  riches 
and  unparalleled  service  that  define  the 
New  Orleans  experience  still  flourish, 
and  we  are  fully  prepared  to  welcome 
all  of  our  visitors  again. 

Call  1-800-672-6124  or  visit 
www.neworleanscvb.com. 


J.  Stephen  Perry,  President  and  CEO 


GREATER  FORT 
LAUDERDALE 

Executives  and  meeting  planners 
receive  the  unparalleled  attention  and 
free  "SUNsational"  services  of  our 
award-winning  team.  With  the 
600,000-square-foot  Broward  County 
Convention  Center,  you'll  enjoy  state- 
of-the-art  meeting  and  exhibit  space  as 
well  as  five-star  food  service,  an 
Internet  cafe  and  elegant  banquet 
rooms.  Nearly  650  daily  flights  to  Fort 
Lauderdale/Hollywood  International 
Airport  make  access  a  breeze. 

Call  1-800-356-1662 
or  visit  www.sunny.org. 


greater  FORT  LAUDERDALE  £ 

sunnyorg 


ORLANDO/ORANGE 
COUNTY 

Visitor-centric  with  imaginative 
themed  environments,  world-class 
convention  resorts,  fine  dining,  golf, 
entertainment,  high-fashion  shopping 
and  unmatched  service  make  Orlando 
an  extraordinary  place  for  meetings. 

The  award- winning  Orlando/Orange 
County  CVB  serves  as  a  free  resource 
for  groups  of  all  sizes.  From  site 
selection  to  the  smallest  event 
details,  your  successful  meeting  is 
our  number  one  priority. 

Call  1-800-662-2825  or  visit 
www.orlandoconventions.com  and 
click  on  Orlando  CVB. 

ORLANDO 

ORLANDO/ORANGE  COUNTY  CONVENTION  &  VISITORS  BUREAU,  INC.® 


PALM  BEACH 
COUNTY 

Enjoy  "With  Our  Compliments" 
services  for  meetings,  trade  shows  and 
conventions,  designed  to  ensure  your 
experience  in  Palm  Beach  County 
exceeds  your  highest  expectations. 
Palm  Beach  County,  our  hospitality 
partners  and  the  Palm  Beach  County 
Convention  Center  look  forward  to 
welcoming  you  to  "The  Best  of 
Everything®." 

Call  1-877-PBC-CVB1 
(1-877-722-2821)  or  visit 
www.palmbeachfl.com. 


The  Best  Of  Everything: 

Palm  Beach  County  Convention  And  Vistors  Burial 
palmbeachfl.com 


w 


I  MEET  WITH 


Bring  your  meeting  or  event  to  New  Orleans 
and  you'll  find  more  than  one-of-a-kind  hotels, 
restaurants  and  conference  facilities  in  America's 
most  unique  city.  You'll  discover  a  commitment 
to  the  future  that  inspires  everyone  who  visits. 
For  more  information,  please  call  877.393.5828 
or  visit  www.neworleansmeeting.com. 


(fa 


FOREVERNEWORLEANS 

CONVENTION  &  VISITORS  BUREAU 

Created  in  partnership  with  the  U  S  Department  of  Housing  and  Urban  Development,  the  Louisiana 
Department  ol  Culture.  Recreation  &  Tourism  and  the  Louisiana  Recovery  Aulhority. 


mm 


Jorge  Pesquera 
President  and  CEO 
Palm  Beach  County  CVB 


fifiThe  best  CVBs  share  a  common  phi- 
losophy. They  are  experts  who  ask 
'What  will  make  this  meeting,  trade 
show  or  convention  fulfill  your  mission 
and  goals?'  Then  they  work  to  make  all 
those  things  happen.  99 
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contacts  that  they  access  through  us  cannot  be  found  in  any  data- 
base. Working  together,  we  help  them  to  deliver  a  unique, 
authentic  experience  that  keeps  Austin  in  their  attendees'  minds 
long  after  the  final  session  ends." 

The  Hong  Kong  Tourism  Board  (HKTB)  has  been  instru- 
mental in  the  success  of  the  annual  Asia  Sales  Conference 
held  by  U.S. -based  Fossil  Inc.  since  2002.  "The  annual  sales 
conference  is  the  most  important  event  of  the  year  for  us  and, 
as  a  destination,  Hong  Kong  contributes  a  lot  to  our  success," 
says  Mark  Parker,  senior  vice  president,  Asia.  "We  bring  in 
customers,  brand  managers  and  media  representatives  from  all 
over  Asia,  as  well  as  from  Australia,  Egypt,  Germany  and  the 
U.S.,  so  we  need  to  be  at  a  place  which  is  very  convenient  to  all." 

"As  a  government-subvented  body  operating  very  much  like  a 
CVB,  we  can  open  doors  for  organizations  at  several  levels,"  says 
Regional  Director,  The  Americas,  Bill  Silvermintz.  "Our  respon- 
sibility is  to  better  the  lives  of  the  individuals  who  live  in  our  des- 
tination on  a  daily  basis.  One  of  the  ways  we  do  that  is  to  'make 
marriages' between  visiting  organizations  and  local  businesses.' 

With  headquarters  in  Hong  Kong,  the  HKTB  offers  a 
worldwide  network  of  15  offices.  Among  the  advantages  it 
offers  groups  planning  Hong  Kong  meetings  are  an  online 
Request-For-Proposal  system  and  a  rewards  program  for  cor- 
porate meetings  and  incentive  travelers. 
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rrends  to  Watch 

Meeting  strategists  offer  tips  on  what  corporate  leaders  should 
aok  for  to  achieve  greater  success  for  meetings,  conventions  and 
ither  off-site  events. 

Attendee  Demographics 

"Meetings  have  begun  catering  to  younger  audiences  in 
ddition  to  baby  boomers,"  says  Dan  Tavrytzky,  vice  president 
f  Sales  and  Services  for  the  Scottsdale  Convention  and 
Visitors  Bureau.  "There  has  to  be  something  for  everyone  at 
he  location,  so  groups  should  consider  nontraditional  facili- 
ies  with  some  sizzle." 

levitalized  Areas  Offer  Great  Value 

Now  recovering  from  hurricane  devastation,  Mississippi  sees 
ourism  as  a  lifeline  to  its  economic  development,  says  Stephen 
!.  Richer,  executive  director  for  the  Mississippi  Gulf  Coast 
Convention  and  Visitors  Bureau.  "Tourism  is  our  number  one 
fay  to  rebuild.  We  live  and  breathe  corporate  meetings  with  the 
verall  goal  of  bringing  high-level  leaders  to  see  what 
Mississippi  can  offer." 

jreen  Locations 
More  organizations  are  looking  for  "green"  locations,  MPI 


□  (5CVBs  can  help  visiting  groups  gain 
access  to  resources  in  the  local  business 
community,  including  speakers  and 
facility  tours,  to  add  a  unique, 
educational  component  to  a 
convention  or  conference.  93 


H0N6  KONG 
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Meet  the  world  of  opportunities  and  enjoyment  in  Hong  Kong. 

Hong  Kong,  Asia's  world  city,  makes  an  ideal  location  for  corporate  meetings  and 
incentives.  In  addition  to  its  modern,  Western  business  environment,  you'll  find  standard- 
setting  meeting  facilities,  not  to  mention  five-star  accommodations,  hospitality,  dining 
and  shopping.  As  the  gateway  to  Asia's  fast-growing  economies,  Hong  Kong  also  offers 
unparalleled  access  to  China  and  its  vast  business  opportunities,  in  a  setting  where  our 
unique,  living  culture  can  inspire  your  team  to  reach  new  heights.  Learn  more  about  our 
special  offers  for  corporate  events  at  www.discoverhongkong.com/Meetln2008 
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reports.  One  of  the  factors  tipping  the  scales  in  favor  of 
Pittsburgh  as  the  site  for  DMAI's  2007  Annual  Convention 
was  its  environmentally  intelligent  waterfront  convention 
center,  reports  Joseph  R.  McGrath,  CDME,  president  and 
chief  executive  officer  of  VisitPittsburgh.  Orlando  is  also  a 
leading  "green"  destination,  with  its  Orange  County 
Convention  Center,  awarded  a  "Green  Certification"  for  its 
environmental  systems  and  programs. 

Changing  Perceptions  of  CVBs 

"Companies  miss  out  on  some  great  benefits  if  they  still  think 
of  a  CVB  as  the  group  that  sets  up  tables  and  delivers  food  on 
time,"  says  Daniel  N.  Fenton,  who  chairs  Team  San  Jose,  whose 
event  managers  ensure  the  success  of  a  client's  meeting  by  acting 
as  strategic  consultants,  helping  with  programming  and  market- 
ing to  ensure  the  most  valuable  event.  "Ninety-three  percent  of 
our  clients  say  they  would  return,  so  we  know  we're  on  the  right 
track.  Hopefully  our  example  will  help  change  the  perception  of 
CVBs  on  a  global  scale." 

Accreditation  Elevates  the  Profession 

DMAI's  accreditation  program  recognizes  destination  marketing 


organizations  that  provide  outstanding  services  in  accordance 
with  international  standards  and  benchmarks  in  the  field. 

Forty  DMOs  have  become  DMAI-accreditcd  since  the 
program  was  launched  in  January  2007.  The  program  creates 
a  consistent  standard  of  operations  while  communicating  a 
commitment  'to  industry  excellence. 

"Accreditation  is  a  wonderful  tool  for  elevating  the  profession," 
says  Palm  Beach  County  CVB's  Jorge  Pesquera,  a  member  of 
DMAI's  accreditation  board.  "The  process  of  accreditation  helps 
sharpen  the  focus  of  the  entire  CVB  team." 

"By  establishing  universal  standards,  the  DMAI  accreditation 
program  will  raise  the  bar  within  the  industry,"  adds  Doug 
Neilson,  president  and  chief  executive  officer  of  Visit  Milwaukee. 
"It's  affirmation  that  a  destination  marketing  organization  is  pro- 
viding its  convention  and  leisure  visitors  with  the  highest  level  of 
professionalism  and  customer  service." 

The  Destination  Marketing  Association  International  (DMAI) 
represents  more  than  625  official  destination  marketing  organiza- 
tions in  more  than  25  countries.  The  association  has  worked  to 
enhance  the  professionalism,  effectiveness  and  image  of  DMOs  since 
1914.  For  more  information,  visit  www.destinationmarketing.org  or 
call  +1.202.296. 7888.  ■ 
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CAPITAL  ASSETS  :WW  " 

Let's  get  down  to  business.  When  you  plan  your  next  meeting  in  Austin,  you'll  get  more  than  a  state- 
of-the-art  convention  center.  Like  a  well-known  live  music  and  entertainment  scene.  Plenty  of 
outdoor  activities.  And  5.500  downtown  hotel  rooms  that  are  walking  distance  from  it  all.  See  what 
else  is  playing  in  our  capital  city  at  www.austintexas.org  or  call  1.800.926.2282,  ext.  7269  = 


Humana  experiments  with  fixing  health  care  |  By  Carrie  Coolidge 


INSIDE  THE  PINK  GRANITE  WALLS  OF 
Humanas  27-story  headquarters  in 
Louisville,  Ky.  the  medical  insurer  has 
assembled  an  array  of  experts — in  con- 
sumer packaging,  retail,  finance — to 
help  figure  out  how  to  make  health  care 
work  better  and  cost  less.  "We  have  to  find 
a  different  path,"  says  Humanas  chief 
executive  officer  Michael  B.  McCallister. 

A  daunting  task  To  accomplish  it,  this 
think  tank  is  running  a  bunch  of  exper- 
iments: publicizing  medical  costs  and  doc- 
tor ratings  so  patients  can  shop  for  care; 
forecasting  what  future  medical  problems 
they'll  face;  and  urging  healthy  habits. 
Humanas  petri  dishes  range  from  a  pilot 
cost-containment  plan  in  the  Milwaukee  area 
to  a  frequent-flier  mileage  reward  program 
with  Virgin  Life  Care,  a  unit  of  the  Virgin 
Group,  to  promote  health  club  attendance. 


While  other  insurers  and  medical 
providers  are  looking  for  ways  to  revamp  the 
system  as  well,  Humanas  broad-ranging 
approach  is  remarkable — and  has  a  special 
urgency  attached.  The  nations  fourth-largest 
health  benefits  company,  it  gets  two-thirds 
of  its  revenue  from  the  government.  This 
means  it  is  particularly  vulnerable  to  tight- 
ening Medicare  reimbursements,  to  say 
nothing  of  possible  federal  bullying 
from  a  Democratic  White 


business)  and  the  sector   Chief  Mike 
average  of  8.5%.  To  be   McCallister  wants 

j  y         ,       i    ,    to  get  subscribers 

sure,  Humana  has  robust  . 

into  the  gym. 

revenue  growth,  thanks 
to  its  push  into  the  rapidly  growing  Medicare 
Advantage  program  (where  old  folks  get  extra 
coverage  if  their  benefits  come  through  a  pri- 
vate insurer)  and  crafty  enlistment  forays:  It 
signs  up  members  in  select  Wal-Mart 
stores.  Humanas  13%  of  the  Medicare 
Advantage  market  is  sec- 


House.  Plus,  Humanas  FORBES  GLOBAL  2000  ondonlytoUnitedHealth- 
private  health  insurance         High  PerfOfmGrS         care's  16%,  though  this 


focuses  on  smaller  employers, 
who  are  cutting  back  their  coverage 
as  they  can't  afford  it  anymore. 

Humanas  profitability,  while  solid  thus  far, 
lags  behind  that  of  larger  rivals.  The  company's 
pretax  operating  margin  of  7.6%  trails  indus- 
try leader  Aetna's  12.1%  (for  its  health  care 


component  is  a  significantly 
higher  proportion  of  Humanas  total 
business,  says  Bear  Stearns  analyst  John 
Rex  For  2007's  first  nine  months  revenue  rose 
20%  to  $19  billion.  The  stock  is  up  28%  this 
year,  trading  at  17  times  trailing  earnings. 
Long-term  trends,  however,  are  hardly 
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bright.  An  aging  population  and  ever  more 
complex  care  are  to  blame  for  higher  health 
premiums.  Six  years  ago  70%  of  small 
businesses  offered  health  insurance  to  em- 
ployees; today  slighdy  more  than  half  do,  says 
Paul  D.  Mango  of  McKinsey  &  Co.  Mean- 
while, many  healthy  and  young  employees  are 
ditching  high-price  coverage.  All  this  leaves 
the  chronically  ill  and  older  employees  over- 
represented  in  enrollment  pools. 

Last  year  employer  health  premiums  grew 
by  7.7%,  two  times  the  rate  of  inflation.  The 
annual  premium  in  2006  for  an  employer- 
sponsored  health  plan  for  a  family  of  four 
averaged  $1 1,500,  for  a  single  person,  $4,200, 
says  the  Henry  f.  Kaiser  Family  Foundation. 
The  situation  will  only  worsen.  U.S.  health 
care  spending  climbed  from  7.2%  of  the  gross 
domestic  product  in  1970  to  16%  in  2005, 
totaling  $2  trillion,  according  to  the  National 
Coalition  on  Health  Care.  By  2015  it  is 
expected  to  reach  20%  of  GDP. 

Humana  has  a  history  of  artfully 
maneuvering  through  the  industry's  tidal 
shifts.  It  began  as  a  nursing  home  operator 
in  1961,  then  moved  into  hospital  owner- 
ship in  the  late  1960s.  In  the  early  1990s, 
as  rising  health  costs  battered  hospitals,  it 
sold  them  off  and  pushed  into  managed 
care.  Today  it  oversees  health  and  drug 
plans  for  11.3  million  members.  "We've 
been,  historically,  very  opportunistic,"  says 
Jonathan  T.  (Jack)  Lord,  who  carries  the 
tide  of  chief  innovation  officer. 

Humana's  innovations  rest  on  per- 


suading subscribers  to  alter  behavior  and 
take  charge  of  their  own  care.  Not  easy. 
America's  sedentary,  self-indulgent  life- 
style is  a  barrier  for  wellness  programs 
and  preventive  forecasting.  Also,  people 
are  baffled  and  cowed  by  the  medical 
community.  Still,  Humana  is  game  to  try. 
"Everywhere  else  in  the  economy  the  con- 
sumer is  king,  except  in  health  care,"  says 
McCallister,  the  chief  executive.  Hence  the 
experiments: 

BETTER  INFORMATION  In  early  2005 
Humana  set  up  a  health  consortium  in 
southeast  Wisconsin  for  200  employers, 
including  the  Milwaukee  city  government, 
covering  150,000  members.  For  the  program 
it  recruited  4,000  doctors  whom  the 
company  deemed  the  best  and  most 
efficient,  and  26  hospitals.  The  care  providers 
pledged  to  try  to  keep  costs  down. 

Humana  will  help  them  stick  to  the 
vow.  Humana  negotiates  with  providers 
and  puts  their  prices  on  a  Web  site.  It  also 
posts  quality  data,  such  as  how  many 
times  a  hospital  has  performed  an  opera- 
tion and  the  facility's  mortality  rate. 

The  cheapest  hip  replacement,  for 
instance,  costs  $22,350  and  the  most 
expensive  $47,950.  For  customers  on  the 
hook  for  20%  of  the  cost,  the  difference 
means  $5,120  out  of  pocket.  Based  on  an 
average  hospital  score  of  100,  the  safest 
hospital  for  surgery  has  a  complication 
score  of  40;  the  least  safe  (adjusted  for  the 
age  and  fragility  of  the  patients),  253. 


Making  patients  sensitive  to  such 
matters  has  slowed  cost  increases  for  those 
in  the  program  to  14%  for  self-funded 
companies  in  the  program  in  2006,  an 
annual  savings  of  $24  million.  Aetna  and 
Cigna  have  adopted  similar  data  services. 
Since  mid-2006  Medicare  has  posted  the 
ranges  of  what  it  pays  for  30  common 
treatments. 

PREDICTIVE  MODELING  A  patent-pending 
system,  developed  by  former  defense 
industry  mathematicians  hired  by  Humana, 
scans  claims  and  pharmaceutical  data  for  its 
enrollees.  Having  found  patterns,  it  can  use 
your  demographic  factors  and  your  claims 
today  to  predict  your  health  problems  12 
months  from  now. 

The  predictive  model  is  in  use  for  the 
17,000  members  who  are  employees  of  the 
University  of  Miami  or  their  dependents. 
If  the  model  shows  you  have  a  high  risk  of, 
say,  intestinal  cancer,  then  you'll  get  a  call 
from  the  program's  nurses  to  come  in  for 
a  screening  of  your  digestive  tract.  "Hu- 
mana's predictive  work  is  extraordinary," 
says  Jeff  Goldsmith,  president  of  Health 
Futures,  a  consulting  firm. 

There's  a  lot  of  follow-up.  The  nurses  get 
to  know  Humana's  members,  help  them 
locate  health  information,  find  online  and 
community  resources,  improve  "self- 
management"  (meaning  medication  and 
treatment  adherence)  and  push  them  to  live 
healthier.  An  automated  phone  system  will 
call  a  female  subscriber  if  she  has  gone  more 
than  one  year  without  filing  a  claim  for  a 
mammogram,  reminding  her  to  get  tested. 
Impressed,  in  2006  the  Centers  for  Disease 
Control  &  Prevention  forged  a  partnership 
with  Humana  to  reach  a  lot  more  people. 
WELLNESS  "People  like  rewards  programs," 
says  Humanas  Lord.  Humana  linked  up  with 
Virgin  to  market  something  called  Health- 
Miles,  for  Humana  members  who  enroll 
online  at  Virginlifecare.com  and  fill  out  a 
health-and-fitness  questionnaire.  They  can 
then  join  one  of  10,000  US.  health  clubs  at 
a  discount,  and  every  time  they  work  out 
they  earn  miles — good  for  flights  or  gift 
certificates  from  retailers  like  Amazon  and 
Best  Buy. 

"We  are  going  to  get  better  at  predict- 
ing what  people  are  doing,"  McCallister 
says,  "and  how  to  get  them  to  do  things 
differendy."  F 
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now  what  it  takes  to  be  a  Tiger, 


Even  the  highest  performers  don't  avoid  all  mishaps. 
But  according  to  our  groundbreaking  study  of  over  500  of 
:he  world's  most  successful  companies,  high  performers 
are  as  adept  at  recovering  from  setbacks  as  they  are  at 
avoiding  them  in  the  first  place.  For  an  in-depth  look 
at  our  study  of  and  experience  with  high  performers 
i/tsit  accenture.com/research 

Consulting  •  Technology  •  Outsourcing 


High  per  formance.  Delivered. 


Dial-an-ER 

Hospital  ERs  charge  a  lot  for  mediocre 
customer  service.  Microsoft  asks  doctors  to 
make  house  calls  instead  |  By  David  Whelan 


LAST  CHRISTMAS  EVE  MICHAEL  HARDING'S  WIFE 
Gretchen  was  in  bed  with  the  stomach  flu.  The  Micro- 
soft product  tester  worried  that  she  was  getting 
dehydrated  and  called  a  nurse  hotiine  that's  part  of  the 
company's  plan  with  Premera  Blue  Cross.  The  nurse 
recommended  they  pack  up  and  go  to  the  emergency 
room.  It  wasn't  a  fun  thought  on  a  holiday,  especially  for  a  family 
with  two  small  children.  "Our  trips  to  the  ER  had  never  lasted  less 
than  four  hours,"  Harding  says. 

Then  Harding  remembered  a  health  benefit  that  Microsoft  had 
just  announced:  house  calls.  After  another  phone  call  a  doctor  was 
sitting  in  their  bedroom  within  30  minutes.  He  examined  Gretchen, 


then  wrote  a  prescription  to  relieve  her  nausea.  Gretchei 
then  wrote  a  thank-you  note  to  Microsoft  "I  felt  like  Laun 
Ingalls  Wilder,"  the  author  of  novels  about  pioneer  fam 
ilies.  "Thanks  for  caring  enough  to  try  something  old; 

House  calls  from  doctors — a  throwback  to  folks 
ier  times — is  a  new  perk  for  employees.  Microsof 
offers  the  service  to  85,000  employees  and  family  mem 
bers  covered  by  its  health  plan  in  and  around  Seattle 
Cecily  Hall,  director  of  employee  benefits  at  Microsoft 
says  the  benefit  will  save  the  company  $1  millior 
this  year  because  traveling  doctors  are  cheaper  thar 
emergency  rooms. 

ER  spending  has  risen  70%  over  the  last  three  year: 
at  Microsoft,  but  all  employers  with  health  plans  have 
this  problem.  Nationally,  a  trip  to  the  ER  costs  $700  or 
average.  And  that's  if  you  can  get  in.  Over  the  pas 
decade  visits  have  spiked  18%  to  1 10  million,  while  the 
number  of  ERs  has  fallen  12%  to  4,500. 

A  Seattle  company  called  Carena  staffs  and  dispatcher 
Microsoft's  house-call  service,  with  ten  full-time 
physicians  on  standby.  Started  by  physician  Edward  (Ted] 
Conklin,  formerly  a  professor  of  family  medicine  at  the 
University  of  Washington,  the  company  was  founded  tc 
The  doctor  taP  doctors  to  assess  workers'  compen- 
is  in:  Edward  sation  claims.  Conklin  realized  that  jusl 
Conklin  of  as  workers'  comp  helps  keep  people  on 
Carena.  ^e      a  similar  service  could  allow  sick 

people  to  stay  home  instead  of  going  to  the  ER 

House  calls  have  been  making  a  comeback  here 
and  there.  But  they  are  usually  offered  either  as  a  lux- 
ury service  or  for  housebound  elderly  patients.  MD2,  a 
Seattle-area  concierge  medicine  practice,  will  send  a 
doctor  to  a  private  home  if  you  pay  to  join  its  club, 
which  costs  $24,000  a  year  for  a  family  of  four.  On  the 
other  end  of  the  spectrum,  Medicare  is  experiment- 
ing with  using  house  calls  as  a  cheap  way  to  provide 
care  to  old  people  with  chronic  illnesses  rather  than 
putting  them  in  expensive  nursing  homes. 

Carena  is  the  first  to  offer  house  calls  as  part  of  a 
company  health  plan.  With  $6.5  million  in  venture 
capital,  Carena  is  trying  to  find  other  big  self-insured 
clients  like  Microsoft  to  join  its  network.  (The  state  of 
Kentucky  signed  on  this  month.)  It  charges  $570  or 
so  per  visit — $450  goes  to  Carena  and  $120  or  so  to  the  doctor — 
but  discounts  heavily,  based  on  volume.  (It  pays  doctors  a  salary 
in  addition  to  fees  per  visit  to  make  up  for  them  seeing  only  five 
patients  during  a  typical  eight-hour  shift.)  Carena  aims  to  save 
Microsoft  25%  off  the  usual  cost  for  a  visit  to  the  ER. 

It  also  makes  employees  feel  good  about  their  workplace. 
Catherine  Moya,  a  technical  writer  in  Microsoft's  server  division, 
used  the  service  after  her  6-year-old  daughter  Rowan's  belly  pains 
lasted  for  a  day  and  a  half.  An  hourlong  house  call  made  by  a  doc- 
tor allowed  Rowan  to  stay  in  bed  and  read  her  favorite  books. 
Turned  out  she  had  a  virus.  Looking  back  on  the  experience,  Rowan 
says:  "It  was  cool."  F 
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Fur  is  one  of  the  world's  oldest  businesses. 

Today  it's  a  thriving  global  network  |  By  Helen  Coster 


ONTHS  BEFORE  AN  ANIMAL 
fur  appears  on  the  head  of  a 
Russian  oil  baron  or  as  a 
chin-caressing  collar  on  a 
Manhattan  socialite,  it 
makes  a  global  journey  that 
may  include  a  stop  in  a  nondescript  warehouse  in 
Toronto.  Inside  the  North  American  Fur  Auction, 
a  reeking  15,000-square-foot  mausoleum,  white- 
coated  dealers  from  around  the  world  pick 
among  the  5.5  million  stiff  pelts — lynx,  bobcat, 
mink,  muskrat,  fox,  beaver  and  timber  wolf 
among  them.  The  floor  is  slick  with  oil;  a  system 
of  ceiling  humidifiers  keeps  the  furs  moist  and  the 
air  freezing. 

The  fur  trade  was  one  of  the  first  commercial 
networks  of  the  New  World.  European  explorers 
swapped  axes,  muskets  and  ammunition  for  pelts 
from  Native  Americans.  The  Fur  Auction  got  its 
start  in  1670  as  the  Hudson's  Bay  Company,  which 
bought  furs  from  trappers  and  shipped  them  to 
London.  Swelling  demand  pushed  trappers 
farther  west,  cutting  new  trade  routes,  expanding 
a  young  nation's  borders  and  creating  the  first 
American  multimillionaire,  John  Jacob  Astor. 

Today  the  Fur  Auction  is  the  North  Ameri- 
can hub  of  a  highly  fragmented  worldwide  busi- 


ness that  pulls  in  $13.5  billion  a  year  in  retail  sales. 
(The  U.S.  accounts  for  $1.8  billion  of  that,  most 
of  it  from  mink  sales;  55%  of  the  customers  are 
under  44  years  old.)  The  fur  trade  employs  1  mil- 
lion-plus people  and  1 17,000  different  enterprises. 
A  fox  trapped  in  northern  Michigan  can  travel  to 
five  different  countries  before  reaching  its  final 
owner  as  a  garment  or  accessory.  Its  second  stop 
is  an  auction  house.  Copenhagen  operates  the 
world's  largest,  by  volume,  selling  16  million  skins 
a  year;  but  you  can  also  bid  on  pelt  lots  in  Helsinki, 
Oslo  and  St.  Petersburg,  Russia.  Once  bought,  skins 
cross  a  second  border  to  a  dressing  and  dyeing 
company  where  they're  washed  and  conditioned. 
A  manufacturer  cuts  and  assembles  the  furs  into 
finished  goods  and  moves  them  through  distrib- 
utors to  a  retailer — a  specialty  shop,  department 
store  or  fashion  boutique. 

Roughly  85%  of  all  furs  start  out  as  farmed 
animals  on  unmarked  plots  of  land,  often  to  avoid 
the  attention  of  animal  rights  activists.  (Farming 
started  as  a  U.S.  practice  in  the  19th  century) 
Ranchers,  most  of  them  in  northern  Europe  and 
North  America,  breed  mink,  foxes  and  chinchillas 


» 
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Beauty  and  the  beasts:  The  North  American  Fur  Auction  warehouse; 
a  model  strutting  a  creation  from  Luca  Luca's  Fall  2007  collection. 
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GROWTH  ASSESSMENT:  PARTNERSHIP  -  SANUS/FORBA 


POTENTIAL  CAN  BE 
ANYWHERE  IF  YOU  KNOW 
WHERE  TO  LOOK. 


Numbers  never  tell  the  whole  story.  Which  is  why  CIT  dug  deep  into  their  knowledge  of  the 
healthcare  industry  to  find  an  acquisition  target  for  Sanus  Holdings  that  was  not  only  good  for 
their  bottom  line,  but  good  for  society.  They  found  For  Better  Access  (FORBA),  a  company 
dedicated  to  providing  affordable  yet  high-quality  dental  services  to  the  youth  of  disadvantaged 
communities.  Post  acquisition,  Sanus  is  providing  management  expertise  to  help  FORBA  grow 
and  expand  geographically;  together  they  are  reaching  more  children  faster  than  they  could 
alone.  That's  our  specialty  at  CIT— seeing  potential  and  creating  partnerships,  relationships  and 
customized  financial  solutions  that  ensure  success.  To  find  out  more,  visit  cit.com.  CAPITAL  REDEFINED 


CORPORATE  FINANCE  TRADE  FINANCE  TRANSPORTATION  FINANCE  VENDOR  FINANCE  CONSUMER  FINANCE 
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V  In 


Path  for  a  Pelt 


The  metamorphosis  from  live  beaver  to  finished  ushanka  (the  familiar  Russian  fur  cap  with  earflaps)  is  a  journey 

of  four  continents,  involving  trapping,  processing,  manufacturing,  distributing  and  retailing.  Russians  love  their  hats  and 

own,  on  average,  three  or  four  each;  the  industry  makes  50  million  of  them  every  year  for  this  market. 


I  Beaver  is 
trapped  in  a 
Wisconsin  bog 


Scraped  and  dried,  the  beaver  pelt 
travels  to  an  auction  in  Toronto,  where 
it's  graded,  lotted  and  sold. 


Next  stop:  a  processor  in 
China,  where  the  pelt  is 
dressed — softened,  cleaned, 
greased  and  dyed. 


Hr  In  Greece  the 
pelts  are  made 
into  a  hat. 


D  A  Moscow  furrier  sells 
the  hat  to  a  Russian 
customer. 


for  consistency  of  color  and  texture.  The  remaining  pelt  supply 
comes  the  old-fashioned  way:  The  U.S.  has  150,000-plus  pro  and 
part-time  fur  hunters,  mosdy  in  the  Midwest  and  Northeast,  who 
pursue  the  likes  of  muskrats,  beavers,  raccoons,  bobcats  and,  to  a 
lesser  extent,  foxes,  coyotes  and  mink — all  under  strict  state 
regulation.  Some  game,  like  coyotes  and  bears,  are  shot.  Most  meet 
their  end  in  traps,  which  must  comply  with  international  humane 
standards,  based  on  "time  to  death" — how  long  it  takes  an  animal 
to  die.  "We  came  up  with  a  computer-generated  model,"  says 
Robert  McQuay  of  the  North  American  Fur  Auction,  a  tad  coldly. 
That  way,  he  adds,  "animals  don't  need  to  be  tested," 

Farmers  and  trappers  prepare  skins  by  scraping  off  the  fat, 
then  stretching  and  drying  the  pelts.  Then  they're  off  to  an  auc- 
tion house,  sometimes  via  middlemen  known  as  "country  buyers." 
Bulk  sales  take  place  several  times  a  year,  but  the  most  important 
auction  is  in  February,  when  animals  have  their  thickest  coats. 
Once  the  furs  arrive  at  the  house  they're  spun  in  a  vat  to  fluff  the 
coat,  then  ticketed,  sorted  by  species,  rated  by  color  and  quality 
and  divided  into  lots,  some  as  large  as  250  pelts.  At  the  Fur 
Auction,  graders  remove  a  few  representative  pelts  from  each  lot 
for  display.  Many  bidders  are  brokers  like  Sotiris  Vogiatzis,  a  43- 
year-old  skin  dealer  from  Kastoria,  Greece.  "I  buy  mosdy  [farmed] 
minks,  but  I  really  love  wilds,"  he  says.  This  year  he  bought  70%  of 
his  skins  at  North  American  Fur  Auction's  February  sale,  where  he 
spent  $5  million. 

Next  is  a  stopover  at  a  dressing  and  dyeing  company  in  the 
U.S.,  Canada,  China,  Russia,  Europe  or  one  of  the  Baltic  states. 
There  the  skins  are  soaked  in  a  chemical  bath  to  soften  the 
leather,  and  the  fur  is  greased  and  "finished" — meaning, 
bleached,  dyed  or  toned,  depending  on  use  and  fashion  trends. 
Dressing  is  expensive  because  of  the  process  time  involved  (up 


to  two  or  three  weeks)  and  the  cost  of  complying  with  ever- 
tightening  environmental  regulations  for  such  things  as  chem- 
ical disposal.  Example:  For  a  black  mink  coat,  Eugene  Podolsky, 
a  27-year-old  Ukrainian  skin  broker,  will  spend  Si 20  to  dress  the 
40  female  pelts.  It  may  not  sound  like  much,  since  the  untreated 
furs  cost  him  $2,200  at  auction.  But  add  in  $200  for  manufac- 
turing plus  another  $200  for  delivery  charges,  and  his  profits 
start  to  shrink. 

Where  do  most  furs  get  made  into  coats,  hats,  collars,  muk- 
luks  and  various  linings?  Two  of  the  world's  biggest  clusters  of 
manufacturers  are  in  northern  Greece  and  southern  China,  where 
pelts  are  cut  and  assembled  into  garments  and  accessories,  often  in 
family-run  businesses.  Kastoria  and  nearby  Siatista  represent  the 
leading  manufacturing  center  for  Europe,  employing  4,000  Greek 
businesses.  Plants  in  Guangdong  Province,  most  of  them  owned 
by  Hong  Kong  businesses,  turn  roughly  60%  of  all  fur  into 
products.  Hong  Kong  itself  is  the  globe's  largest  importer  of 
farmed  pelts  and  exports  more  garments  than  anyone. 

Not  long  ago  Americans,  Italians  and  Germans  bought  more 
fur  goods  than  anyone.  Today  they've  been  overtaken  by  Russian 
and  Chinese  consumers,  who  demand  luxury  goods  from 
designer  boutiques  but  also  cheaper  ware  available  in  department 
stores  and  specialty  fur  shops. 

Higher  manufacturing  costs  are  squeezing  profit  margins  for 
furriers.  Maurizio  Braschi,  who  has  his  own  label  in  San  Marino, 
says  that  dressing  and  manufacturing  costs  are  up,  respectively, 
50%  and  40%  over  the  past  decade.  Even  so,  business  is  booming, 
thanks  mosdy  to  affluent  clients  in  Moscow.  He  travels  the  world 
in  search  of  high-quality  pelts,  especially  those  caught  in  the  wild. 
"It's  like  when  you're  cooking,"  says  Braschi.  "You  have  to  have  the 
best  ingredients  to  prepare  the  finest  meal."  F 
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Who  has 


answers 

to  the  world's  toughest  questions 
confronting  Healthcare,  Industry, 
Energy  and  the  Environment? 


SIEMENS 


The  Old  Lady  Is 

Burning  Rubber 


Michelin,  the  bloated  118-year-old 
French  tire  company,  was  in  limbo  after  a 
respected  heir  died  in  a  boating  accident. 

Now  it's  on  track  again. 
By  Richard  C.  Morais 


• » 


JL        TWO  PEUGEOT  308S  IN  CLERMONT-FERRAND  IN 
central  France  are  traveling  around  a  racetrack,  side 
by  side  and  at  the  same  speed,  until  the  drivers  neu- 
tralize both  engines  at  the  same  moment.  One  car, 
on  conventional  tires,  rolls  a  short  distance  before 
gradually  slowing  to  a  halt.  The  other  car  keeps 
rolling  and  rolling.  "If  the  wind  is  right,  it  will  just  keep  going," 
a  technician  yells. 

This  Peugeot  is  riding  on  Michelins  new  Energy  Saver.  Miche- 
liris  head  of  research,  the  American  Terry  K.  Gettys,  explains  it 
this  way:  A  breakthrough  in  silica  and  other  compounds,  plus 
a  better  tread  design,  reducing  the  amount  of  carbon 
black  needed  to  make  a  tire,  mean  a  lowering  of 
the  tires  rolling  resistance  by  20%  without  any 
compromise  in  grip,  noise  or  comfort. 
Tires  with  the  new  technology, 
launched  in  September  in  both  the  EU 
and  the  U.S.,  cost  a  little  more  than 
before,  but  these  are  on  new  cars, 
where  big  discounts  apply.  Only  on 
replacement  tires  will  the  differ- 
ential be  noticeable.  (A  related 
energy-saving  tire  in  the  U.S.  cost 
drivers  $30  more  per  tire  and 
was  said  to  save  $100  in  fuel.) 
Will  the  souped-up 
Michelins  sell?  Rolling  re- 
Faster!  Michel  Rollier  stuck  to 
the  productivity  targets,  but 
wants  them  hit  early. 


Siemens  answers: 

With  people  living  longer  than  ever  before,  the  importance  of  preventive 
healthcare  has  never  been  greater.  Early  detection  of  disease  ensures  the 
best  possible  treatment,  improves  quality  of  life  and  makes  care  more 
affordable.  That's  why  Siemens  is  investing  in  the  combination  of  state-of- 
the-art  laboratory  diagnosis  (in-vitro)  and  imaging  technologies  (in-vivo) 

Early  detection  and  prevention 

that  allows  the  detection  of  diseases  at  very  early  stages.  Molecular  medicine 
will  also  strongly  contribute  to  this  goal,  particularly  for  diseases  like  cancer 
or  Alzheimer's.  Equally  important  will  be  solutions  in  healthcare  IT  for 
clinical  workflow  and  knowledge-based  medicine  that  enable  more  specific 
therapy  for  patients  and  make  healthcare  systems  more  efficient.  Learn  more 
at  siemens.com/answers 


Answers  for  life. 


SIEMENS 


sistance  accounts  for  20%  of  a  car's  fuel  consumption  (and  35% 
for  a  trucks).  At  current  gas  prices  Michelin  figures  European  car 
drivers  on  Energy  Savers  will  cut  their  fuel  costs  by  an  average  $2.90 
every  time  they  fill  the  tank,  while  also  reducing  by  6.5  grams  per 
mile  the  amount  of  CO2  emissions  their  cars  pump  into  the  atmos- 
phere. An  independent  tire  consultant  cautions  such  results  are 
obtained  in  "optimal"  circumstances,  and  usually  turn  out  to  be 
less  dramatic  on  real,  mean  streets. 

Even  so,  "Michelin  is  really  ahead  of  its  competitors  in  this  area. 
This  kind  of  new-generation  breakthrough  comes  along  once  every 
15  years,"  says  Igor  Demay,  who  is  head  of  advanced  research  at  PSA 
Peugeot  Citroen  and  prodded  Michelin  into  making  the  tire. 


So  Michelin,  with  $23  billion  in  revenue  the  worlds  second- 
largest  tiremaker,  is  on  a  low-friction  roll  just  18  months  after 
its  chief  executive  drowned  off  the  coast  of  Brittany.  Edouard 
Michelin  was  fishing  on  a  calm  sea  when  his  boat  inexplicably 
went  down;  the  captain's  body  was  never  found.  Suspected:  a  freak 
wave  that  can  occur  on  this  dangerous  stretch  of  the  French  coast. 

The  fourth-generation  Michelin  to  run  the  tire  company,  affable 
43-year-old  Edouard  managed  to  be  both  loved  by  his  employees 
and  a  favorite  of  the  Paris  Bourse.  Nicknamed  "lAmericain"  because 
of  his  can-do  energy  (he  trained  in  the  U.S.  under  Carlos  Ghosn 
when  this  car  executive  ran  Michelins  American  operations),  Edouard 
was  dragging  what  even  top  customers  called  "the  Old  Lady  from 
Clermont-Ferrand"  into  the  21st  century.  Two  months  before  he 
drowned,  he  unveiled  a  comprehensive  Michelin  productivity  plan. 

Long  overdue.  The  company's  strengths  are  its  brand  (and  its 
century-old  blimpy  mascot)  and  its  technology.  Michelin  spends 
3.6%  of  sales  on  research  and  development,  compared  with  3%  at 
Bridgestone  and  1.8%  at  Goodyear,  and  has,  over  the  decades,  invented 
everything  from  steel-belted  radials  to  "regenerating"  tires  (as  the  tread 
wears,  new  water-planing  grooves  emerge,  extending  tire  life  by  25%). 

But  this  high-minded  focus  on  technical  excellence  has  over 
the  years  made  the  paternalistic  firm  dismissive  of  more  earthy 
targets — such  as  decent  shareholder  returns.  Slow  to  get  from  lab 
to  market,  it  often  pursued  technology  without  ever  determining 
first  if  customers  would  pay  for  it.  In  recent  years,  for  example, 
Michelin  bet  heavily  and  wrongly  on  a  tire  with  a  reinforced  inte- 
rior that  could  be  driven  long  after  a  blowout.  It  spent  $43  million 
developing  61  related  products;  only  10  ever  went  public. 

Such  missteps,  coupled  with  quaint  industrial  practices  in  69 
plants  across  19  countries,  produced  the  tire  industry's  financial 
laggard.  Michelin's  sales  per  employee— as  calculated  in  the  2007 
Global  Tire  Report  by  Tire  Business — is  $177,000.  Bridgestone  does 
$204,000,  Goodyear  $288,000,  and  Toyo  Tire  &  Rubber  $389,000. 

So  when  Edouard  died  in  the  summer  of  2006,  the  French  tire 
company,  bloated  with  1 16,000  employees,  was  expected  to  skid  off 
course.  But  that  didn't  happen.  In  fact,  the  company's  stock  has  dou- 
bled to  a  recent  $140;  enterprise  value  is  at  $25  billion.  The  company 
that  emerged  was  one  hell-bent  on  becoming  more  efficient. 

Therein  some  valuable  lessons.  Start  with  a  legal  structure  that 
is  weird,  even  by  French  standards.  Michelin  is  publicly  traded  on 
the  Paris  Bourse  (with  U.S.  ADRs),  and  the  extended  Michelin  fam- 
ily is  believed  to  have  only  a  minor  stake.  But  the  public  sharehold- 
ers are  considered  mere  "limited  partners." 

Edouard  Michelin,  like  his  forefathers,  enjoyed  autonomy  as  the 
company's  managing  general  partner;  the  supervisory  board  could 
give  him  only  "recommendations."  But  the  bylaws  also  make  Miche- 
lin's top  dog  personally  liable  for  the  company's  debt,  and,  in  lieu 
of  salary,  he  is  paid  1%  of  the  company's  net.  That  certainly  focuses 
the  mind.  Edouard  worked  .with  two  managing  partners. 

One  of  the  three  ruling  partners  had  just  retired,  so  the  remain- 
ing one,  62-year-old  Michel  Rollier — a  distant  relative  who  had  joined 
the  company  in  1996  from  a  paper  products  group — was  promptiy 
crowned  tire  king  at  an  8  a.m.  board  meeting  on  the  Saturday 
following  Edouard's  death.  Rollier  traveled  the  globe  reassuring 
employees  and  investors  "I  am  in  charge,"  before  retreating  in 


MADE  IN  THE  U.S.A. 


One  large  Michelin  plant,  making  tires  for  the  U.S.  car  and 
light  truck  market,  is  in  Greenville,  S.C.  Tire  manufacturing  is 
complicated.  Michelin  uses  200  components  and  a  compli- 
cated series  of  layering — rubber,  textiles  and  crisscrossing 
steel  wires— around  a  tire  rim  before  tread  designs  are  cut 
and  the  rubber  is  vulcanized. 

The  Greenville  factory's  front  end  appears  highly  auto- 
mated; it's  hard,  at  first  blush,  to  see  what  can  be  easily 
improved.  But  the  plant's  back  end— tires  stacked  to  the  ceil- 
ing against  the  walls,  as  if  in  some  old  garage—Jooks  ne- 
glected. The  48  workers  recently  stacking  tires  on  pallets 
here — a  job  assignment  that  led  to  many  a  repetitive  strain 
injury— have  been  given  new  assignments  or  retired, 
replaced  by  robots  costing  $10  million.  Payback:  four  years. 

Even  at  nonunion  shops  like  Greenville,  pension  and 
medical  perks  in  the  U.S.  tire  business  have  mirrored  Detroit's 
excesses,  so  the  U.S.  plants  are  costly.  Labor  costs  here  are 
40%  higher  (per  person,  not  per  tire)  than  those  in  France, 
which,  according  to  one  industry  study,  are  ten  times  what 
they  are  in  China  (where  Michelin  has  three  plants).  Still,  even 
as  third-quarter  sales  were  slumping  with  the  U.S.  economy, 
Michelin  has  announced  investments  of  $1.2  billion  in  North 
America  as  it  renegotiated  perks.  Says  the  U.S.  Michelin  boss, 
Jim  M.  Micali:  "We  are  not  going  to  cut  and  run."  —R.CM. 
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Siemens  answers: 

Finding  answers  to  climate  change  is  one  of  the  greatest  challenges  of  the 
21st  century.  How  can  we  ensure  that  the  growing  world  population  has  an 
environmentally  compatible  and  reliable  energy  supply?  Energy  efficiency 
plays  a  key  role.  That's  why  Siemens  is  developing  innovative  solutions  that 
help  conserve  resources,  save  energy  and  cut  costs.  Like  low-emission  power 

Efficient  energy  supply 

plants  that  are  setting  industry  standards  for  efficiency,  wind  turbines  for 
on-  and  offshore  applications,  fuel  cells,  clean  air  technologies,  flexible 
power  grids  and  reliable,  low-loss  transmission  systems.  Sustainable  and 
affordable  electricity  -  it's  good  for  the  environment  and  good  for  the  people 
who  depend  on  it  to  power  their  lives.  Learn  more  at  siemens.com/answers 


Answers  for  the  environment. 


SIEMENS 


August  2006  to  the  French  Alps  to  ponder  the  company's  future. 

With  his  roast  beef  cheeks  and  shock  of  white  hair,  Michelin's 
new  chief  executive  vaguely  resembles  a  provincial  butcher;  he  is, 
in  fact,  a  sophisticated  mix  of  Wall  Street  impatience  tempered  by 
a  Catholic  taste  for  reflection.  Moreover,  Rollier  was  a  key  archi- 
tect of  the  productivity  plan  Edouard  unveiled.  So  when  Rollier  came 
back  down  the  mountain,  he  gathered  60  managers.  "I  will  not 
change  one  word  of  the  plan.  But  we  have  to  go  faster,"  he  said. 

Low-cost  Asian  firms  such  as  Hankook  (Korea),  Hangzhou 
Zhongce  Rubber  (China)  and  Apollo  Tyres  (India)  are  taking  away 
Michelin's  business.  In  the  last  four  years  Michelin's  share  of  the  globe's 
$110  billion  tire  market  fell  from  a  first-place  19.2%  to  17.7%,  be- 
hind Bridgestone,  just  ahead  of  Goodyear.  Rollier  laid  down  the  law 
to  his  executives:  By  2010,  two  years  sooner  than  Edouard  wanted, 
they  had  to  cut  costs  by  $2. 1  billion  while  increasing  productivity  by 
30%  (on  the  factory  floor  plus  scale  and  speed-to-market  efficien- 
cies). He'd  back  them  with  $2  billion  a  year  in  capital  investments. 

Michelin  closed  high-labor-cost  plants  in  France,  the  U.S.  and 
Canada.  It  announced  new  plants  in  Mexico  and  Brazil.  It  turned 
smaller  plants  into  profitable  specialists,  such  as  one  in  South  Car- 
olina to  make  5.5-ton  tires  for  giant  earthmovers.  Four  years  ago, 
figure  Deutsche  Bank  analysts,  Michelin's  specialty  division  was 
losing  money;  today  the  unit  has  a  19%  operating  (Ebitda,  before 
nonrecurring  items)  margin.  Michelin  is  moving  away  from  sell- 
ing tires  and  toward  "fleet  management."  Michelin  typically  retains 
ownership  of  the  tires  but,  for  a  service  fee,  keeps,  say,  a  gold  min- 
ing company's  entire  fleet  of  earthmovers  working  the  mine  face 
by  monitoring,  retreading  and  maintaining  the  tires. 

One  such  customer  is  the  German  airline  Lufthansa  with 
2 1 ,000  tire  overhauls  a  year.  In  recent  years,  says  Jens  Ponath,  a 
management  engineer  at  Lufthansa,  Michelin  has  reduced  its  role 
as  a  high-volume  supplier  of  older  "diagonal"  technology  tires, 
primarily  ceding  this  to  Goodyear.  But  it  also  reinvented  radials 
for  the  jet  market  and  services  4,300  higher-margin  Lufthansa 
tire  overhauls,  primarily  for  the  new  Airbuses. 

Like  many  century-old  manufacturers,  Michelin  was 
managed  top-down;  factories  run  with  a  typically  French  bow 
to  hierarchy.  Workers  wait  for  the  patrons  orders.  "We  are 
complicated,"  Rollier  says  with  a  wry  smile.  "We  have  very 
clever  and  committed  people.  But  sometimes,  particularly  in 
France,  the  saying  'Why  should  we  make  tilings  simple  when  it  is 
so  easy  to  make  things  complicated?'  could  be  applied  to  Michelin." 

Yet  see  Michelin's  Tours  plant  today.  Last  year  this  45-acre 
factory  an  hour  outside  Paris  produced  700,000  truck  tires,  many 
for  the  U.S.  Navy.  Today  all  across  the  factory,  at  regular  intervals 
in  the  day,  workers  suddenly  make  their  way  to  five-minute 
"birdhouse"  meetings  around  a  column  on  the  shop  floor.  Simple 
tables  and  charts  are  pored  over  as  factory  bottlenecks  are 
instantly  identified— on  this  day  rubber  sheets  with  too  many 
"pimples"  are  arriving  at  a  station— and  the  plant  workers  are 
enlisted  to  find  a  solution. 

The  birdhouse  s)  item  that  stalled  at  Tours  nine  months  ago  over- 
turns generations  of  top-down  management.  Shop  managers  are  no 
longer  the  "bosses"  bi  ct  m  ore  as  "enablers"  for  the  line  workers- 
backing  them  with  new  money  and  equipment,  if  necessary.  Says  a 


Tours  manager:  "We  are  French,  so  the  only  thing  we  say  during  the 
birdhouse  meetings,  is,  'Don't  speak  too  much.  Just  the  facts."' 

The  results  are  astounding.  A  key  stretch  of  the  Tours  manu- 
facturing line  was  routinely  shut  down  for  long  periods  as  it  was 
retooled.  So  the  line  workers  intricately  mapped  their  physical 
route  across  the  shop  floor.  The  resulting  diagram  revealed  that 
retooling  took  them  through  136  steps  and  3,713  feet  of  walking. 
By  simply  rearranging  the  equipment,  supplies  and  switches,  the 
workers  were  able  to  cut  the  retooling  process  down  to  40  steps 
and  964  feet.  A  shutdown  of  16  hours  was  cut  to  8  hours.  The 
birdhouse  system  identified  another  234  problems  like  this  one 
to  be  solved. 

By  year-end  Tours'  1,500  employees  will  have  made  800,000 
tires,  and  by  2010,  if  all  goes  to  plan,  the  same  number  of  work- 
ers will  be  producing  1  million  tires. 

In  the  fall  of  2006  Rollier  told  his  managers  he  wanted  the 
company's  profitability  margin  at  least  a  quarter  higher  by  2010 
than  it  was  then.  During  the  first  half  of  2007  they  exceeded  that 
goal,  and  analysts  are  busy  revising  their  estimates  upward.  Most 
are  now  estimating  that  Michelin's  2007  Ebitda  margin  will  close 
around  15%,  versus  Bridgestone's  12%.  F 
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Siemens  answers: 

Customers  today  expect  customized  products  at  mass  market  prices.  To  remain 
competitive,  businesses  will  have  to  become  more  flexible,  productive  and 
customer-oriented  than  ever  before.  Siemens  offers  industries  innovative 
solutions  that  simulate  every  aspect  of  production,  from  product  design  to 
production  lines,  logistics  and  maintenance.  Intelligent  factories  combine 

The  intelligent  factory 

virtual  product  planning  with  factory  automation,  resulting  in  an  almost 
limitless  manufacturing  flexibility,  greater  cost  efficiency  and  a  shorter  time 
to  market.  Smarter  factories  mean  better  products  at  better  prices  for  everyone. 
Learn  more  at  siemens.com/answers 


Answers  for  industry. 
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Computers 


YEAR  AGO 
Jonncy  Shih 
was  searching 
for  a  break- 
through. The 


Taiwan  company  he  has  run 
since  1994,  Asustek,  had 
become  the  world's  largest 
maker  of  computer  mother- 
boards and  one  of  the  ten 
biggest  laptop  manufactur- 
ers. Once  known  for  churn- 
ing out  cheap  clones  of 
name-brand  laptops,  Asustek 
began  designing  its  own  ten 
years  ago  and  produced 
more  than  4  million  last 
year.  "But  we  were  still  a 
second-class  company,"  he 
says.  "We  were  fighting 
fires,  not  thinking  ahead." 

Around  that  time  two 
low-cost  notebook  models 
were  making  waves.  Last 
November  tech  guru 
Nicholas  Negroponte's  One 
Laptop  Per  Child,  or  OLPC, 
project  released  its  first 
batch  of  prototype  laptops 
designed  for  children  in  the 
developing  world.  And 
Intel  was  getting  ready  to 
launch  a  competing  laptop, 
the  Classmate  PC,  for  a  sim- 
ilar market.  So,  Shih  thought, 
why  not  make  a  small,  inexpensive  lap- 
top for  grown-ups? 

In  October  Asustek's  Eee  PCs  hit  store 
shelves  in  Taiwan,  and  Shih  may  have  his 
breakthrough.  The  2-pound  laptops 
starting  at  $340  sold  out  in  30  minutes. 
This  month  they  arrived  in  the  U.S., 
starting  at  $300,  and  in  Europe.  The  day 
they  went  on  sale  Asustek's  stock  on  the 
Taipei  market  rose  4.9%.  Kirk  Yang,  who 


Second-class  no  more:  "We  were  fighting 
fires,  not  thinking  ahead,"  says  Jonney  Shih. 

heads  Asia  technology  hardware  research 
for  Citigroup  in  Hong  Kong,  predicts 
that  the  company  will  sell  at  least  3  mil- 
lion Eee  PCs  next  year  but  could  easily 
tally  6  million.  By  comparison,  Apple  has 
sold  4.3  million  laptops  in  the  last  four 
quarters.  Analysts  say  the  Eee  PC  will 


probably  have  the  low-end 
market  to  itself  for  18 
months  before  the  other  big 
PC  makers  can  jump  in. 
And  it  will  push  prices 
down  for  laptops  across  the 
board,  though  Shih  is 
reluctant  to  admit  this. 

Asustek,  founded  in 
1989  by  four  former  Acer 
employees,  expects  to  reach 
$23  billion  in  revenue  this 
year,  up  from  $17.2  billion 
last  year.  Profits  for 
the  high-volume,  low-mar- 
gin business  that's  still 
dependent  on  making 
components  should  top 
$870  million,  up  from 
$591  million. 

Before  OLPC  and  Class- 
mate, smaller  meant  more 
expensive — $2,000  for  a  2- 
pounder  with  a  good  screen 
and  a  DVD  player.  If  your 
budget  is  $500,  such  aa 
appliance  would  weigh  5 
pounds.  The  OLPC  machine, 
though,  will  be  priced  at 
under  $200;  bulk  sales  to 
governments  are  expected 
to  start  by  the  end  of  the 
year.  Classmate  has  been 
on  the  market  for  eight 
months  and  goes  for 
$200  to  $300.  With  bright  colors, 
rounded  corners  and  built-in  carrying 
handles,  the  two  models  look  like  toys  to 
the  .usual  computer  buyers,  but  they 
show  that  it  is  possible  to  produce  a 
small,  inexpensive  laptop  able  to  perform 
most  of  the  functions  that  users  need. 

Shih,  the  56-year-old  chairman  and 
chief  executive,  pulled  staffers  from  his 
laptop,  design  and  motherboard  busi- 
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nesses  and  put  President  Jerry  Shen 
(who  will  move  up  to  chief  executive 
when  Shih  stops  handling  day-to-day 
operations  in  January)  in  charge  of  the 
project  last  November.  "There  were  so 
many  crazy  ideas,"  recalls  Shen.  "I'd  be 
traveling  somewhere  in  the  middle  of 
India  on  a  business  trip,  and  Jonney 
would  call  me  and  want  to  talk  about  an 
idea  for  an  hour." 

The  crucial  factor  in  making  a  cheapie 
laptop  feasible  is  the  decline  in  the  cost  of 
flash  memory.  The  Eee  PC  packs  in  4 
gigabytes  of  flash  memory,  making  it 
possible  to  dispense  with  a  power-hogging, 
space-occupying  hard  drive.  It  also  has  512 
megabytes  of  faster  DRAM  memory  (the 
kind  that  dies  when  the  power  is  off).  Shih 
decided  that  his  machine  would  have  to 
include  Wi-Fi  capability,  a  video  camera, 
an  easy  Skype  interface,  speakers,  a  micro- 
phone and  a  high-resolution  (if  small) 
screen.  And  it  had  to  be  light — making  it 
as  much  a  souped-up  BlackBerry  as  a 
slimmed-down  PC. 

The  most  expensive  part  of  the  Eee  PC 
is  the  set  of  four  chips  that  include  the 
microprocessor,  the  chipset  and  the  main 
memory.  Shih  approached  AMD  and  Intel 
about  making  chipsets  that  would  be  inex- 
pensive and  use  small  doses  of  electricity,  to 
keep  the  battery  weight  low.  AMD  was  already 
producing  the  OLPC  chipset,  and  Intel  had 
designed  a  cheap  microprocessor  for  its 
Classmate. 

Intel,  though,  was  eager  to  jump  into 
a  project  with  a  bigger  market  potential 
than  just  education.  Sean  Maloney,  who 
is  Intel's  chief  marketing  officer  and  had 
done  a  lot  of  work  with  Asustek,  was  so 
keen  on  the  idea  that  he  campaigned 
inside  Intel  to  get  the  company  onboard. 
When  it  came  time  to  unveil  the  project 
in  June,  Maloney  stood  side  by  side  with 
Shih  at  the  Computex  show  in  Taipei. 

Intel  signed  on  in  February,  agreeing 
to  produce  a  900-megahertz  micro- 
processor and  associated  chips.  Then, 
having  committed  the  money  and  man- 
power, Intel  told  Shih  and  Shen  that  it 
wanted  to  see  a  prototype  in  one  month. 
"When  I  heard  that,"  laughs  Shen,  "I  told 
Jonney,  'We've  got  nothing  yet!'"  Design- 
ers and  engineers  endured  sleepless 
nights  and  long  weekends  and  managed 


to  put  together  the  basics  of  the  machine 
in  time.  Folks  at  Intel  started  calling  it 
the  Jonney  machine. 

The  other  components,  like  the  7- 
inch  LCD  screen  and  flash  memory,  were 
going  to  come  off  the  shelf,  but  Asustek 
had  to  get  the  cost  down  low.  "We  had  to 
really  leverage  our  existing  business  rela- 
tionships to  get  the  components  so 
cheaply,"  says  Shen.  And  that's  where 
being  a  contract  manufacturer  and 
clonemaking  outfit  came  in  handy. 

"I'd  be  traveling 
somewhere  and 

Jonney  would  call 
me  and  want  to 
talk  about  an  idea 
for  an  hour/' 

Having  built  computers,  mobile  phones, 
PDAs  and  iPods  for  Sony,  Apple  and 
other  big  outfits  for  years,  Asustek  had 
connections  with  the  big  component 
manufacturers  and  big  enough  orders  to 
leverage  good  prices  out  of  them. 

But  low  prices  don't  mean  cheesy 
quality.  "We  want  to  create  a  revolution. 
We  can't  afford  to  put  out  a  bad  prod- 
uct," says  Shen.  The  Eee  PC's  designer, 
Jimmy  Chu — whose  other  designs 
include  the  Asus  UlF,  a  $2,000  laptop 
with  leather  trim  and  stainless  steel  on 
the  sides — says  image  is  everything 
when  it  comes  to  selling  laptops.  "It  has 
to  look  like  you're  getting  more  than  you 
paid  for."  With  the  Eee  PC,  he  says,  the 
company  did  little  things  such  as  adding 
an  extra-large  hinge  to  give  it  more  heft 
and  durability. 

A  bigger  hurdle  was  designing  the 
user  interface,  the  first  thing  people  see 
when  they  turn  on  the  machine,  and  the 
screens  that  lead  to  the  programs.  To 
scrimp,  Asustek  passed  over  Windows  in 
favor  of  the  freebie  Linux  operating  sys- 
tem. It  built  its  own  user  interface.  That 
task  was  harder  than  it  looked  and  occa- 
sioned a  two-month  holdup  in  the 
launch  date.  To  test  the  interface, 


Asustek  distributed  1,000  prototypes  to 
employees  and  vendors,  with  orders  to 
share  them  with  family  members  of  all 
ages.  Bloggers  on  Eee  PC  Web  sites  that 
sprang  up  after  the  Computex  show 
groaned  that  the  product  was  taking  too 
long  to  come  out,  but  that  didn't  bother 
Shen.  "We  delayed,"  he  says,  "because 
with  all  the  momentum  built  up  around 
this  product,  I  want  to  make  sure  it's 
exactly  right." 

Meanwhile,  the  prospect  of  millions 
of  new  PC  users  buying  the  Eee  PC  with- 
out Windows  seemed  to  worry 
Microsoft.  Just  before  the  launch,  it 
agreed  to  give  Eee  PC  buyers  the  option 
of  getting  Windows  XP  for  under  $40, 
more  than  a  third  off  the  standard  price. 

Shih  says  Asustek  will  tap  into  a  new 
market — consumers  unable  to  buy 
computers  because  they're  too  expensive 
or  just  too  intimidating.  Indeed,  the  Eee 
name  is  supposed  to  stand  for  "easy  to 
learn,  easy  to  play,  easy  to  work."  So  far  1 
billion  people  have  access  to  the  Internet. 
The  next  billion  customers  will  have 
shallow  pockets. 

But  Asustek  clearly  wants  to  connect 
with  the  first  billion,  too.  By  simply  tak- 
ing out  two  screws  in  the  back  of  the 
machine  you  can  upgrade  the  memory 
from  512  megabytes  to  1  gigabyte  for 
$30;  if  you  wanted  to  upgrade  the  flash 
memory  from  4  gigabytes  to  32  it  would 
be  considerably  more  expensive,  run- 
ning you  more  than  $500.  Asustek  is  also 
linking  with  mobile  telecom  companies 
to  provide  a  3G  attachment,  so  users  can 
be  connected  when  Wi-Fi  isn't  available. 

The  initial  interest  in  the  machine 
has  come  from  PC  hobbyists;  chat-room 
denizens  talking  RAM  specs  and  placing 
orders  via  the  Internet  are  certainly  not 
first-time  buyers.  Star  Tech,  an  online 
retailer  in  Pennsylvania  that  started 
taking  orders  for  the  Eee  PC  before  the 
specs  were  done,  says  its  Eee  PC  page  has 
been  averaging  1,000  hits  a  day,  and 
it's  been  taking  roughly  100  orders  a 
week,  mostly  from  businesspeople  and 
travelers. 

Citigroup's  Yang  wants  one,  too,  but 
it  sold  out  too  quickly  for  him  to  get  one 
after  it  hit  the  stores  in  Taiwan.  "I'm  on 
the  waiting  list,"  he  says.  F 
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HUMAN  CAPITAL  MANAGEMENT: 
What  the  C-Suite  Needs  to  Know  About  Human  Resources  Outsourcing 


HRO  Market  Grows,  Matures 


By  David  Creelman 


Human  resources  outsourcing  (HRO)  is 
no  longer  a  new  idea.  The  first  big  deal, 
between  BP  and  Accenture,  is  now  eight 
years  old.  HRO  is  not  without  its 
critics,  and  the  number  of  high-dollar 
deals  slowed  last  year.  One  of  the  biggest 
deals  in  2007,  a  $1 -billion,  ten-year 
arrangement  between  Johnson  & 
Johnson  and  HRO  provider  Convergys, 
took  more  than  two  years  to  finalize. 


K companies  are  cautious,  experts  say 
that  does  not  suggest  a  repudiation 
of  HRO.  Instead,  such  caution 
stems  from  the  realization  that  it  is  not  an  easy 
process.  The  HRO  industry  is  optimistic  and 
relentlessly  increasing  its  capability  and  scope. 

About  10%  of  the  largest  U.S. -based 
companies  already  have  outsourced  HR. 
In  world-class  companies,  total  HR  costs 
per  employee  have  risen  from  $1,460  in 
2002  to  $1,820  in  2007,  meaning  the 
pressure  to  control  costs  isn't  going  away, 
according  to  Michel  Janssen,  director  of 
research  for  Atlanta-based  The  Hackett 
Group,  a  strategic  business  advisory  firm. 
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T!ME  TO  CALL  MERCER 

As  a  leading  global  provider  of 
human  resource  consulting,  outsourc- 
ing and  investment  sen/ices,  Mercer 
serves  more  than  25,000  clients, 
including  most  of  the  world's  leading 
companies  and  governments,  and 
many  rapidly  growing  organizations  in 
some  of  the  world's  fastest-growing 
economies.  We  are  truly  a  worldwide 
organization  with  60%  of  our  clients 
located  in  Europe,  Asia  Pacific  and  Latin 
America. 

Mercer  also  has  a  strong  market 
presence  among  midsize  companies. 
These  clients  benefit  from  our  expertise 
in  working  with  large  multinationals 
and  from  our  experience  with  smaller 
but  rapidly  growing  companies  that 
seek  best  practices  in  order  to  gain  a 
competitive  advantage. 

Mercer's  unmatched  global  net- 
work ensures  integrated  worldwide 
solutions  for  clients  who  wish  to 
establish  global  policies  and  proce- 
dures while  respecting  local  cultural, 
legal  and  regulatory  requirements. 
Our  locally  based  professionals  are 
also  available  to  address  country- 
specific  issues  and  opportunities. 


www.timetocallmercer.com 
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Vendors  Feel  Positive 

Despite  talk  of  a  slowdown,  HRO  ven- 
dors remain  positive.  Heading  into  2008, 
Fidelity  is  doing  more  installations  than 
ever,  according  to  its  president  of  human 
resource  services,  Patrick  Goepel.  While 
some  of  this  work  involves  new  business, 
a  lot  comes  when  existing  clients  grow  by 
acquisition.  For  Fidelity,  improved  quality 
of  service  is  a  big  trend  in  HRO. 
Improved  ways  of  guiding  employees  in 
health  and  retirement  benefit  choices  are 
a  big  step  forward  for  the  outsourcer. 

Outsourcing  specialist  ACS  is  also  upbeat, 
having  won  a  big  deal  with  GlaxoSmithKline 
to  provide  the  drug  maker  with  an  end-to-end 
HRO  solution. 

ExcellerateHRO,  a  joint  venture  between 
EDS  Corp.  and  Towers  Perrin,  spent  the 
past  year  increasing  its  capabilities. 
President  Kathryn  Kelly  says  the  company 
is  on  track  by  working  with  flagship 
clients  to  install  new  software  as  part  of  a 
multiyear  project. 

IBM  is  seeing  continued  double-digit 
growth  in  HRO  and  more  maturity  in 
the  market. 

"The  requests  for  proposals  we  get  are 
more  sophisticated  than  those  of  a  year 
or  two  ago,"  says  Mary  Sue  Rogers,  gen- 
eral manager  of  IBM's  Global  HR 
&  Learning  Business  Transformation 
Services.  "People  know  what  they  are 


looking  for;  they  are  more  pragmatic 
making  tradeoffs  between  costs  ar 
doing  new  things;  and  they  have  thoug 
through  what  the  company  is  tryir 
to  accomplish." 

IBM  is  also  seeing  an  encouragir 
trend  as  HRO  spreads  beyond  the  U. 
Many  more  requests  for  proposals  a 
coming  from  global  organizations  hea 
quartered  in  Europe  and  Asia. 

Rogers  argues  that  the  most  significai 
advance  in  HRO  is  a  focus  not  just  on  tl 
outsourced  HR  work,  but  on  the  retainc 
HR  organization.  "HRO  only  truly  mak 
sense  in  the  context  of  transformed  HR 
she  says. 

Lessons  Learned 

Not  only  are  vendors  feeling  comfor 
able  with  the  growth  of  the  market,  bi 
companies  also  can  now  look  upon  sorr 
notably  successful  implementation 
According  to  Hugh  MacDonald  of  tl 
HR  Outsourcing  Buyers  Group  i 
Toronto,  one  deal  worth  studying  is  tr 
2001  agreement  between  the  Canadia 
Imperial  Bank  of  Commerce  (CIBC)  an 
EDS  (now  ExcellerateHRO).  For  one 
there  are  no  stories  of  woe  or  lessor 
learned  the  hard  way.  Nothing  wet 
seriously  awry. 

It  was  a  big  project.  The  CIBC  had  3 
legacy  systems  that  had  to  be  transitione 


Consulting.  Outsourcing.  Investments. 


Sometimes  it  seems 
like  your  company 
has  more  employee 
benefit  plans 
than  employees. 

Retirement  benefits, 
medical  benefits,  dental  benefits, 
life  insurance  benefits. 
You're  drowning. 

The  burden  of  administering  all 
these  plans  is  leaving  you  no  time 
to  deal  with  other  important 
matters  like  benefit  plan  design, 
strategic  investment  allocation, 
and  the  impact  on  your  P&L. 


What  you  need  is  a  single  source 
to  manage  and  administer  all  of 
these  plans  so  you  can  concentrate 

on  the  one  thing  that 
benefits  everyone  in  your  company., 
a  healthy  bottom  line. 
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Paul  Arnold 
Chairman  and  CEO,  CORT 

Relocating  to  a  new  job  in  a  new  loca- 
tion brings  stress  along  with  excitement 
—  both  for  the  relocating  employee  and 
the  human  resource  person  in  charge. 

Today,  renters  make  up  more  than 
half  of  employees  permanently  relocat- 
ing and  more  than  90%  of  those  who  are 
temporarily  assigned  to  new  locations. 

As  a  result,  companies  must  take  a 
comprehensive  view  of  their  reloca- 
tion programs,  striking  a  balance 
between  policies  that  attract  and 
retain  the  best  employees  and  cost- 
containment  approaches  that  keep 
programs  within  budget. 

CORT  can  help  you  achieve  that 
balance.  From  online  apartment 
location  and  touring  services  to  hotel 
and  car  reservations  and  utility 
connections,  we  can  help  make 
transitions  seamlessly  efficient  — 
for  the  employee,  the  HR  professional 
and  management. 

We  pride  ourselves  on  single-point 
accountability,  with  hundreds  of  local 
delivery  and  customer-service  capa- 
bilities across  the  U.S.  and  in  over  50 
countries  worldwide. 

Call  1-888-360-CORT  today  or 
visit  CORT.com,  and  let  us  go  to 
work  for  you. 


COKT 

Wherever  you're  heading, 
we'll  be  there. 


A  Berkshire  Hathaway  Company 


to  a  new  PeopleSoft  platform.  Also,  of 
CIBC's  535  HR  employees,  200  moved 
to  EDS  as  part  of  the  deal. 

"What  made  it  work  was  the  invest- 
ment in  governance,"  says  MacDonald, 
who  worked  at  CIBC  at  the  time  of 
the  deal. 

That  investment  amounted  to  4%  of 
the  cost  of  the  deal  and  a  full-time  staff  of 
10  to  12  people  managing  the  deal.  That 
seems  like  a  lot,  but  the  investment 
proved  to  be  the  difference  between  the 
project  running  smoothly  or  derailing.  In 
that  regard,  the  investment  really  is  small 
by  comparison. 

"The  governance  model  was  not  a  sim- 
ple one,"  MacDonald  says.  CIBC  used  a 
variety  of  governance  mechanisms.  Some 
parts  were  managed  through  steering 
committees  while  other  aspects  were  co- 
managed  by  EDS  and  CIBC.  In  some 
instances  the  key  was  monitoring  impor- 
tant metrics,  and  in  other  cases  relying 
on  audits. 

On  the  governance  team,  one  person 
was  specifically  responsible  for  conflict 
management,  another  for  issues  sur- 
rounding the  contract  and  a  third  for 
technology  stewardship.  Perhaps  the  central 


insight  here  is  that  the  role  of  governance  i 
not  just  to  manage  the  project,  but  also  0 
manage  the  relationship.  There  are  some 
times  severe  strains  in  the  relationshi 
between  client  and  vendor  from  time  t> 
time,  so  the  governance  processes  must  b 
very  adept  at  easing  these  strains. 

"We  brought  senior  managers  fror 
CIBC  and  EDS  together  even  when  ther 
were  no  pressing  issues.  They  needed  a 
opportunity  to  build  perspective  and  rela 
tionships.  In  too  many  HRO  deals,  senio 
management  only  meets  when  somethin 
has  gone  off  the  rails.  That's  a  recipe  fa 
disaster,"  MacDonald  says. 

The  assurance  of  avoiding  major  problem 
is  just  what  will  bring  new  clients  to  HRC 
in  the  future. 

Where  HRO  Is  Going 

From  a  client's  point  of  view,  HR( 
is  attractive.  Success  stories  like  CIBC 
provide  confidence  that  HRO  can  work 
and  vendors  are  willing  to  guarantee  cos 
savings.  The  problem,  however,  is  tha 
it  has  been  hard  for  the  vendors  v 
make  money. 

"The  solution  to  vendor  profitability  i 
to  build  a  many-to-one  infrastructure 
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you're  heading,  CORT 


will  be  there. 


Wherever  your  company  and 
your  employees  are  heading, 
across  town,  the  country  or 
around  the  world,  we'll  be  there. 
We'll  be  there  with  all  the 
necessary  things  that  make  your 
transition  smooth,  effective  and 
efficient. 

Everything  from  online  apartment 
locating,  touring  services,  hotel 


reservations  and  car  rentals,  to 
the  world's  largest  inventory  of 
rental  furnishings  for  offices  and 
residences. 

CORT  helps  you  stay  flexible 
and  productive  in  the  constantly 
changing  environment  of  today's 
business.  And  we  do  it  seamlessly, 
with  single-point  accountability, 
with  our  hundreds  of  local 


Warren  Buffeti 

Chairman, 
Berkshire  Hathaway 
Owner,  CORT  . 


delivery  and  customer  service 
capabilities  all  across  the  US 
and  in  over  50  countries  around 
the  globe. 

If  you're  reading  Forbes,  chances 
are  where  you're  heading  is  up. 
Fast.  And  CORT  can  help  you  get 
there.  As  our  boss  Warren  Buffett 
says,  "We'll  be  there." 


CORT 


Wherever  you're  heading, 
we'll  be  there. 

A  Berkshire  Hathaway  Company 


Visit  us  at  CORT.com  or  call  CORTline  at  1-888-360-CORT  (1-888-360-2678} 


CORT.com 
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James  King,  M.D. 
President,  American  Academy 
of  Family  Physicians 

Family  physicians  are  the  cornerstone 
of  U.S.  primary  care.  And  accordingly, 
few  organizations  are  doing  more  to 
positively  impact  the  future  of  medicine 
than  the  American  Academy  of  Family 
Physicians  (AAFP). 

Working  hand-in-hand  with  business 
leaders  to  improve  the  quality  of  health 
care  for  every  American,  AAFP  is  help- 
ing to  eliminate  unnecessary  health 
care  spending  and  bring  about  long 
overdue  modernizations  in  the  practice 
is  medicine. 

These  include  important  medical 
innovations  such  as  health  informa- 
tion technologies,  secure  electronic 
health  records  and  evidence-based 
medicine,  all  of  which  are  designed  to 
better  connect  doctors  with  their 
patients  and  to  make  health  care 
more  effective  and  efficient. 

For  family  physicians,  the  strength- 
ened relationships  between  patients 
and  doctors  allow  them  to  better  pre- 
vent disease  and  coordinate  a  higher 
quality  of  care  for  every  patient. 

It  is  patient-centered  primary  care 
at  its  finest,  where  doctors  know 
their  patients  and  can  better  serve 
them  as  a  result. 

www.aafp.org/value 


AMERICAN  ACADEMY  OF 

FAMILYPHYSICIANS 

STRONG  MEDICINE  FOR  AMERICA 


"The  solution  to  vendor  profitability  is 
uild  a  many-to-one  infrastructure, 
ot  build  deals  around  an  individual  client. 


not  build  deals  around  an  individual 
client,"  says  Ashok  Divakaran,  a  principal 
at  consultancy  firm  Booz  Allen  Hamilton. 

A  many-to-one  infrastructure  with  real 
economies  of  scale  can  result  only  when 
vendors  offer  relatively  common  solu- 
tions to  multiple  clients.  This  means 
companies  must  accept  that  their  HR 
processes  may  need  to  change,  which  can 
be  a  challenge. 

"It's  been  easy  to  outsource  payroll 
because  there  is  a  standard  way  to  do  it, 
but  there  are  no  standards  in  what  bene- 
fits you  have  or  how  you  administer 
them;  it's  all  over  the  map,"  Janssen  says. 

But  according  to  Fidelity's  Patrick 
Goepel,  clients  are  recognizing  that  the 
many-to-one  model  ultimately  means 
better  quality  and  faster  innovation. 

Ted  Rudich,  the  executive  managing 
director  at  ACS,  concurs. 

"Buyers  are  no  longer  focused  solely  on 
cost  savings,  flexibility  and  customization. 
Rather,  they  are  beginning  to  recognize 
that  the  real  advantage  of  outsourcing 
comes  from  a  feature-rich  standardized 
solution  that  can  support  long-term  effi- 
ciencies and  related  positive  economics," 
Rudich  says. 

Moving  in  the  direction  of  a  many-to- 
one  infrastructure  opens  the  appealing 
prospect  of  HRO  offerings  targeted  to 
smaller  and  midsize  firms,  experts  say. 


"I  am  seeing  more  mid-market  activii 
in  the  last  few  quarters.  It  gets  less  pre 
coverage,  as  most  of  the  deals  arer 
announced,"  says  Lisa  Rowan,  a  prograi 
director  at  research  firm  IDC  i 
Framingham,  Mass. 

Fidelity  is  specifically  targeting  mic 
market  companies.  It  is  these  companii 
that  have  the  most  to  gain  from  th 
economies  and  sophistication  a  big  HR< 
can  provide,  Goepel  says. 

HRO  is  a  maturing  industry.  Vendo 
are  past  the  rush  to  win  big  deals  and  a: 
focusing  on  how  to  create  models  th; 
provide  sustainable  profit.  They  a: 
broadening  the  market  and  improvir 
their  quality.  Likewise,  clients  are  gettir 
smarter  about  implementation.  HRO  is 
phenomenon  whose  time  has  come.  I 
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FEWER 

SICK  DAYS. 

MORE 


"GET  WELL" 


That's  doctor  recommended  health  care. 

And  when  it  comes  to  maximizing  workforce 
productivity,  no  one  delivers  like  Americas  family 
physicians.  Recent  data  proves  that  employees  who 
use  patient-centered  primary  care  enjoy  better 
health  at  lower  costs — 26  percent  lower  in  IBM's 
program.  Enhanced  preventive  services,  powered 
by  the  latest  technologies,  mean  fewer  sick  days 
and  more  "on  the  job"  days.  The  health  of  your 
workforce — and  your  business — depends  on  it. 
www.familydoctor.org/familydoctor 


How  Not 
To  Choke 

Sports  psychologist  Bob  Rotella  says  the  secret 
to  great  performances — in  golf  and  in  the 
boardroom — is  in  the  mind.  By  Monte  Burke 


THE  FOURTH  HOLE  AT  GLEN- 
more  Country  Club  in 
Keswick,  Va.  is  a  very  long  par  3 
and  rife  with  danger.  From  the 
tee  box  the  green  looks  as  tiny 
as  a  tea  saucer  and  has  two  sand  traps 
guarding  its  front.  A  thicket  of  high  grass 
lines  the  left  of  the  hole  and  a  creek 
snakes  along  the  right. 

I  grip  my  2 -iron  and  step  toward  the 
ball,  trying  mightily  to  block  out  negative 
thoughts.  "I  want  you  to  focus  only  on 
your  target,"  says  the  man  standing  a  few 
feet  away.  Coming  from  a  golfing  buddy 
that  would  be  a  wisecrack,  but  this  is  from 
Robert  Rotella,  sports  psychologist.  We're 


a  few  holes  into  our  session,  the  same  drill 
he's  performed  for  100  of  the  worlds  best 
professional  golfers. 

According  to  Rotella,  the  trap,  grass 
and  creek  are  just  distractions,  manifesta- 
tions of  my  self-critical  conscious  brain, 
which  needs  to  be  sublimated  in  favor  of 
my  more  intuitive  and  instinctual  uncon- 
scious brain.  I'm  supposed  to  focus  only 
on  the  flagstick  and  visualize  the  ball  get- 
ting there.  I  let  it  rip.  The  ball  flies  off  the 
club  head  and  goes  straight  ...  into  the 
thick  grass,  where  it  will  remain,  gone  for 
good.  Score  one  for  life's  distractions. 
"Hey,  you  struck  that  really  well,"  Rotella 
says,  cheerfully 


Rotella,  a  trim  58-year-old  with  dark, 
bushy  eyebrows  and  deeply  etched  laugh 
lines,  has  fashioned  a  career  out  of  teach- 
ing the  virtues  of  optimism.  His  brand  of 
therapy  owes  more  to  Norman  Vincent 
Peale  than  to  Sigmund  Freud,  but  there  is 
scientific  support  for  the  power  of  positive 
thinking.  Psychologist  Albert  Bandura  of 
Stanford  University  has  written 
extensively  about  the  connection  between 
positive  thoughts  and  better  sports 
performance,  demonstrating  that  belief  in 
oneself  improves  motor  skills. 

Rotella,  who  charges  thousands  of  dol- 
lars per  session,  has  worked  with  players  for 
the  New  York  Yankees, 
basketball's  New  Jersey 
Nets  and  football's 
Baltimore  Ravens.  He 
helped  the  singer  Seal 
overcome  stage  fright. 
Under  his  counsel,  John 
Rzeznik,  the  singer  for  the 
Goo  Goo  Dolls,  overcame 
a  bad  bout  of  writer's  block 
during  the  making  of  the 
band's  second  album. 
Rotella  has  lectured  to  chief 
executives  and  managers  at 
Merrill  Lynch  and  Morgan 
Stanley. 

Rotella  is  in  the  right 
place  at  the  right  time.  The 
American  Psychological 
Association  has  had  a  43% 
jump  in  members  practic- 
ing sports  psychology  in 
the  last  ten  years.  The 
majority  of  the  120  play- 
ers on  the  PGA  Tour  now  hire  a  mental 
coach.  (One  exception:  Tiger  Woods,  not 
counting  a  round  of  hypnosis  at  age  13  to 
deal  with  on-course  distractions.) 

The  fact  that  most  of  Rotella's  work 
happens  on  the  golf  course  is  by  design. 
He's  a  scratch  golfer  who  sees  golf  as  the 
sport  that  most  mirrors  real  life.  "It  is  a 
game  of  mistakes  played  by  humans  who 
are  flawed,"  he  says.  To  win,  you  have  to 
have  an  inner  arrogance  to  propel  yourself 
above  mediocrity  and  past  your  peers. 
"Most  psychology  is  focused  on  trying  to 
make  abnormal  people  normal,"  he  says. 
"I  try  to  make  normal  people  exceptional." 
Rotella  counsels  amateurs — he  helped 
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Polycom  Telepresence: 

EXPERIENCE    THE     REAL  THING 


The  world  leader  in  collaborative  communications 
is  the  real  presence  in  Telepresence. 


Telepresence  is  a  key 
solution  for  communication. 
Polycom  RealPresence™ 
Experience  delivers  an 
unprecedented  immersive 
Telepresence  environment. 


We  deliver  HD  solutions 
from  Telepresence  to 
meeting  rooms  to 
desktops  -  and  they  all 
work  together. 


Take  your  organization  to  the 
next  level  of  communication 
and  realize  the  positive 
benefit  to  your  top  and 
bottom  line. 


Let  Polycom  show  your  organization  how  to  improve  your  productivity  and  competitive  edge. 

Contact  us  to  schedule  a  briefing  at  www.polycom.com/rpx/forbes 


^POLYCOM 

TOGETHER,  GREAT  THINGS  HAPF 


Gary  Burkhead,  the  66-year-old  retired 
chief  executive  of  FMR,  work  his  handicap 
down  from  the  20s  to  4— but  works 
mainly  with  100  or  so  golf  professionals, 
including  Tom  Kite,  Ernie  Els  and  Davis 
Love  III.  His  clients  have  won  24  major 
championships,  the  most  recent  being  the 
British  Open  victory  by  Irishman  Padraig 
Harrington,  who  was  better  known  for  his 
inability  to  win  big  events  before  his 
breakthrough  victory  in  July. 

Harrington  was  set  to  capture  the 
event  on  the  final  day  but  choked  on  the 
18th  hole,  hitting  two  consecutive  balls 
into  a  creek  before  a  nifty  chip  and  putt 
for  a  double  bogey  that  put  him  into  a 
playoff  against  the  Spaniard  Sergio  Garcia. 
On  the  practice  green  before  the  playoff 
Rotella  emerged  from  the  crowd  to  hover 
by  Harrington's  side.  He  gave  him  a  big 
high  five.  "I  told  him  what  great  shots 
those  were  to  save  double  bogey,"  says 
Rotella.  He  never  mentioned  the  two  balls 
in  the  water,  instead  offering  one  of  his 
signature  aphorisms:  Think  like  a  track 
star.  Don't  run  to  the  finish  line — run 
through  it,  or  you'll  slow  down. 
Harrington  won  the  playoff  by  one  stroke. 
"I  think  that  95%  of  this  game  is  mental," 


says  Harrington,  who  has  worked  with 
Rotella  for  the  past  nine  years.  "I  wouldn't 
have  won  the  British  without  Bob." 

Rotella  was  born  and  raised  in  Rut- 
land, Vt.,  the  son  of  a  barber.  He  received 
a  Ph.D.  in  sports  psychology  from  the 
University  of  Connecticut  and  started  his 
career  working  with  mentally  retarded 
children,  teaching  them  sports  skills.  He'd 
show  up  to  teach  swimming,  and  the  kids 
would  already  be  lined  up,  towels  around 
their  necks  and  huge  smiles  on  their  faces. 
"They  had  99  out  of  100  things  going 
against  them,  but  they  decided  to  focus 
on  that  one  thing  they  could  do:  swim." 
The  kids  made  Rotella  realize  that  most 
people  are  too  caught  up  in  what  they 
can't  do  to  excel  at  what  they  can  do.  One 
of  his  clients  is  pro  golfer  Brad  Faxon,  a 
superb  putter.  In  the  1990s  his  game  was 
falling  apart  because  he  was  getting 
caught  up  in  trying  to  hit  drives  as  long  as 
Tiger  Woods.  Rotella  told  Brad  to 
concentrate  instead  on  what  he's  good  at. 
After  he  took  the  advice,  Faxon  had  his 
best  stretch  and  qualified  twice  for  the 
elite  Ryder  Cup. 

Rotella  became  head  of  the  sports 
psychology  department  at  the  University 


Head  Games 

Sports  shrink  Bob  Rotella's  advice  for  winning. 


You're  about  to  make  the 
biggest  sales  pitch  of  your  life. 
It's  a  career  maker  or  breaker. 

ROTELLA:  First  believe  in  your 
product  and  believe  in 
yourself  and  prepare  and 
prepare  some  more.  All  of 
these  things  are  important 
because  when  you're 
pitching,  you  don't  want  to 
just  read  your  speech.  Instead 
you  just  want  to  pitch  with 
emotion  and  passion,  to  look 
people  in  the  eye  and  talk 
straight  from  the  heart. 

Your  boss  is  hounding  you  to 
improve  sales  by  20%. 
ROTELLA:  The  longer  people 
work  for  a  company,  the 
more  they  lose  passion  and 
hunger  in  their  jobs.  The  key 


is  to  maintain  your 
enthusiasm.  To  do  that  you 
have  to  always  think  like  a 
rookie,  like  you've  just  been 
hired.  Get  jacked  up  for  the 
opportunity,  be  excited  as 
hell,  keep  coming  after  it  and 
don't  let  rejection  get  to  you. 

You're  at  the  plate  in  the 
company  softball  game.  Last 
inning,  two  outs.  A  hit  could 
win  it  all. 

ROTELLA:  Be  like  Manny 
Ramirez  [the  Boston  Red  Sox 
slugger],  who  said  before  the 
World  Series  that  he  didn't 
care  whether  he  won  or  lost, 
that  it  wasn't  the  end  of  the 
world.  That's  the  sign  of  a 
relaxed  player  who  is  playing 
with  no  pressure.  Think  about 


it:  The  best  thing  that  could 
happen  would  be  that  you  hit 
it  over  the  fence.  The  worst 
thing  would  be  to  strike  out. 
Either  way,  you'll  be  razzed 
by  your  co-workers.  Stay 
loose  and  laugh.  Then  wait 
for  your  pitch. 

You're  serving  for  match  point 
in  your  club  championship. 

ROTELLA:  Go  unconscious.  See 
the  ball  landing  in  the  corner 
of  the  court.  Don't  even  think 
about  a  double  fault.  See 
your  opponent  hitting  the 
ball  back  and  be  ready  for 
your  return.  Go  through  your 
normal  routine.  Bounce  the 
ball  twice,  toss  it  and  hit  it. 
Match  point ...  remember, 
this  is  where  the  fun  is.  — M.B. 


of  Virginia  in  1976.  His  first  client  was 
Zimbabwean  golfer  Denis  Watson,  who 
went  on  to  tie  for  the  most  wins  on  the 
PGA  Tour  in  1984.  Rotella  spent  years 
honing  his  ideas  about  what  keeps  peo- 
ple from  choking  in  pressure  situations. 
The  key  is  turning  off  your  conscious 
mind  and  turning  on  your  unconscious 
one.  He  tells  his  golfers  to  practice  their 
swing  technique  all  they  want  on  the 
driving  range,  but  on  the  course,  let 
instinct  take  over. 

The  same  goes  for  a  salesman.  Prac- 
tice your  pitch  with  your  co-workers  or  in 
front  of  the  mirror.  But  when  it  comes 
time  to  get  in  front  of  potential  clients,  let 
it  rip.  Rotella  says  underperformance  is 
caused  by  a  lack  of  confidence.  "You're  not 
allowing  yourself  to  win,  thus  you  start  to 
focus  on  things  that  can  hurt  you,"  he  says. 
In  golf,  that's  a  bunker  or  a  water  hazard. 
In  life,  that's  laziness  or  booze. 

A  lot  of  this  is  common  sense,  and 
some  of  his  players  admit  as  much.  "He's 
not  telling  me  anything  I  don't  already 
know,"  says  Dana  Quigley,  a  pro  golfer 
who  has  worked  with  Rotella  for  a  decade. 
"But  he's  helped  me  focus  and  relax." 
Some  pros,  especially  from  the 
generation  before  today's  PGA 
players,  seem  perplexed  by 
the  widespread  use  of  mental 
coaches.  "To  each  his  own,  but 
for  me  personally,  I  never 
saw  the  need.  It  never  actually 
crossed  my  mind,"  says  Jack 
Nicklaus,  maybe  the  greatest 
golfer  who  ever  lived.  He 
adds:  "My  wife  is  the  best 
sports  psychologist  I  know." 

"The  players  these  days 
have  been  told  that  they  need 
this  coaching,"  says  Hale 
Irwin,  a  three-time  winner  of 
the  U.S.  Open.  "I  think  most 
of  them  probably  don't  need 
it.  What  you  learn  yourself 
you  remember  better." 

But  Rotella  views  his  role 
as  a  part  of  the  new  way  of 
doing  things.  "Guys  these  days 
have  swing  coaches  and 
strength  coaches  and  flexibil- 
ity coaches,"  he  says.  "The 
mind  needs  practice,  too."  F 
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A  STAR  ALLIANCE  MEMBER 


V 


Flight,  it  seems  to  us,  should  be  uplifting. 

Wherever  you  fly,  we  make  sure  you're  comfortable  and  productive.  Our  explus  jets  give  you  more  personal  space  on  regional  flights. 
For  transcontinental  travel,  p.s.  offers  premium  service  between  New  York,  San  Francisco  and  Los  Angeles.  Economy  Plus  features 
extra  legroom  across  our  entire  fleet.  And  if  you're  crossing  oceans,  we're  introducing  the  first  780°  flat  bed  business  class  seats 

UNI  T  E  D 

It's  time  to  fly.' 


ng  telecommunications  company 


in  Latin  America  -  we  started  working  10  years  ago  in 
connecting  the  world  of  business. 


merits  of  more  than  29  billion  dollars,  our  own  establishments  in 
Argentina,  Brazil,  Chile,  Colombia,  United  States,  Mexico,  Peru,  Ecuador  and  Uruguay, 
as  well  as  a  100%  digital  platform  which  operates  an  optical  fiber  network  of  more 
than  80  thousand  kilometers  -  globally  considered  one  of  the  most  technologically 
advanced  -  including  an  undersea  cable  net  system  throughout  39  countries. 

On  account  of  all  of  this,  today  we  are  able  to  unite  this  continent's  companies  with 
the  world. 


Latin  America 

speaks 

Telmex 


AMERICA'S  I  ARfiFST 


PRIVATE  COMPANIES 


Chrysler's 

Last  Stand 

Will  private  ownership  be  the  model  that  saves  the 
struggling  U.S.  auto  industry?  m  By  Joann  Muller 


Chrysler's  rescue  team: 
Jamts  Press,  Thomas  LaSorda 
and  Robert  Nardelli. 
PHOTOGRAPH  BY: 
BILL  CRAMER  FOR  FORBES 


N  A  RECENT  FALL  DAY  THE  TWO  NEW  BOSSES  AT  CHRYSLER 
traveled  to  the  company's  test  track  in  Chelsea,  Mich.,  an  hour's 
drive  west  of  Detroit.  The  two — Chief  Executive  Robert 
Nardelli  and  Vice  Chairman  lames  Press— were  to  spend  the 
entire  day  poring  over  every  vehicle  in  Chrysler's  lineup.  It 
wasn't  pretty.  There  was  the  cheap-looking  plastic  on  the  dash 
of  the  Dodge  Caliber.  A  poorly  placed  cruise  control  switch  on 
the  Chrysler  300.  Windows  that  rolled  down  herky-jerky  on  the  Jeep  Grand  Chero- 
kee. But  what  was  remarkable  about  this  visit  was  that  by  the  end  of  the  day  Nardelli 
had  ordered  more  than  200  engineering  changes  to  fix  the  array  of  problems  and 
make  improvements,  at  a  cost  of  at  least  $100  million.  The  armrests  and  door  grips 
would  feel  softer.  Electronic  windows  would  get  one-touch  switches.  And  yes,  that 
cruise  control  button  would  be  relocated.  No  lengthy  meetings.  No  black-bound 
briefing  books.  Just  get  it  done. 

Chrysler  has  been  running  like  a  car  with  its  accelerator  stuck  to  the  floor  ever 
since  it  was  bought  last  August  for  $7.4  billion  by  private  equity  firm  Cerberus 
Capital  Management.  Billion-dollar  decisions  that  once  took  months  to  make  are  now 
made  in  minutes.  Engineers  are  told  to  speed  up  quality  improvements.  Attention  is 
being  paid  to  making  dealers  happy. 

All  this  amounts  to  a  test  of  whether  private  owners  can  revive  a  stuck  company 
in  an  industry  wedded  to  stale  ways  and  with  weakening  sales.  Chrysler  just 
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2007  sales  through  October 

252,788 

Town  &  Country  and  Dodge 
Grand  Caravan  The  minivan 
market  lias  fallen  below  1  nul- 
lum units  a  year,  but  il  is  still  a 
grxxi  business  for  Chrysler, 
which  has  brand-new  entries. 


Winners ... 


Minivans,  big  sedans  and  some  Jeep  models. 


99  174 

Chrysler  300  sedan  The 

smartly  styled  rear-wheel-drive 
sedan  was  a  big  winner 
when  introduced  in  2004. 
It  is  still  a  good  seller,  but 
higher  gas  prices  have  hurl. 


100,695 

Jeep  Grand  Cherokee 

Chrysler's  flagship  spent 
utility  has  been,  hurt  by 
intense  competition,  a  lack 
of  a  third-row  seat  and  the 
market  shift  to  crossover  SITVs. 


101,903 

Jeep  Wrangler  Redesigned 
for  2007,  it  has  been  a  big 
success — especially  the  four- 
door  model.  Quality  control 
issues  are  another  story. 


97,833 

Dodge  Charger  Not  quite 
as  successful  as  its  sister,  the 
Chrysler  300,  this  powerful 
big  sedan  has  similar  pluses 
and  minuses. 


announced  that  it  would  make  even 
deeper  cuts  in  its  workforce  and  elimi- 
nate work  shifts  at  several  factories. 
After  multiple  brushes  with  death,  it's  no 
exaggeration  to  say  this  could  be 
Chryslers  last  chance. 

The  challenge— and  prospects  for 
riches— were  among  the  reasons  top-shelf 
talent  like  Press,  Toyota  Motors  U.S.  boss, 
and  Deborah  Wahl  Meyer,  Lexus' 
marketing  chief,  jumped  ship  to  join  the 
$62  billion  (sales)  company.  Even 
Chrysler's  former  chief  executive,  Thomas 


LaSorda,  shoved  aside  by  Cerberus 
to  make  room  for  Nardelli,  has 
stuck  around.  Rather  than  storm 
off,  he  volunteered  to  pack  up  his 
corner  office  and  move  across  the 
hall  at  the  company's  Auburn  Hills, 
Mich,  headquarters.  Everyone 
wants  to  see  the  results  of  this 
experiment. 

Cerberus'  purchase  of  Chrysler  ended 
the  automaker's  nine-year,  cross-cultural 
marriage  with  Germany's  Daimler-Benz. 
The  investment  firm,  whose  $26  billion 


85,915 

Dodge  Caliber  This  boldly 
styled  five-door  hatchback 
has  had  modest  success  as  a 
replacement  for  the  boring 
Neon  sedan.  One  drawback: 
a  cheap-looking  interior. 


portfolio  includes  a  hodgepodge  of  more 
than  50  companies,  including  several  on  our 
Largest  Private  Companies  list  (see  p.  190), 
paid  $7.4  billion  for  an  80.1%  stake  in 
Chrysler.  (Daimler  kept  the  remaining 
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A/hat  is  your  company  made  of?* 

low  much  of  yourself  have  you  sacrificed  to  guide  it,  grow  it  and  help  it  succeed? 
Ian  you  separate  your  company  from  your  life,  your  family,  your  legacy,  your  passion? 
or  private  company  owners,  business  is  personal. 
Ve  take  the  time  to  understand  why. 

Me  are  an  integrated  team  of  audit,  tax  and  advisory  professionals  who  focus 
m  the  unique  needs  of  private  companies  and  their  owners. 

b  find  out  more,  visit  www.pwc.com/pcs 

>rivate  Company  Services 


AMERICA'S  LARGEST  "mMin>"WWIK 


2007  sales  through  October 

33,ol3 

Jeep  Compass  Sister 
vehicle,  the  Patriot,  got 
good  looks  and  the  option 
o/  a  trod  idled  badge.  This 
shrw-selling  tittle  crossover 
got  neitlier. 


...Losers 

All  offshoots  of  more  successful  models. 


25,561 

Dodge  Magnum  With  its 
sloping  rear  roof,  this  unique 
wagon  fails  tlie  "collie  in  tfie 
bark,  "  test.  Chrysler  will  slop 
producing  this  cousin  oj  the 
Dodge  Charger: 


Chrysler  Aspen  The  only 
lh nig  really  wrong  with 
this  larted-up  version  of 
the  Dodge  Durango  is 
thai  il  came  to  market  five 
years  too  late. 


j2 


Jeep  Commander  First  for 
this  brand  with  thinl-rmu  seats, 
ami  looks  only  a  Jeep  freak 
could  love,  it  has  Urn  many 
compromises  in  second-writ) 
accommodations  a  nd  elsewhere. 


ion 

z  Sum 

BSSB8P*- 

19.9%.)  The  money  went  into  Chrysler,  not 
Daimler.  Cerberus  invested  $5  billion  in  the 
auto  business  and  pumped  $1.5  billion  into 
Chrysler  Financial,  the  automakers  lending 
arm.  The  complex  transaction  resulted  in  a 
$680  million  cash  outflow  for  Daimler, 
whose  acquisition  of  Chrysler  in  1998  was 
valued  at  $36  billion.  In  essence,  it  cost 


Daimler  that  much  to  get  Cerberus  to  take 
Chrysler  (and  Chryslers  health  care  liabili- 
ties) off  its  hands. 

Cerberus  got  a  company  dependent  on 
a  narrow  range  of  sales  (trucks  and  sport 
utility  vehicles),  behind  on  key  technolo- 
gies, burdened  by  high  U.S.  labor  costs 
(though  the  new  labor  contract  with  the 


UAW  includes  some  savings)  and  having 
little  presence  outside  of  North  America. 
Still,  says  former  Treasury  Secretary  John 
Snow,  Cerberus  chairman:  "There's  a  sense 
at  Cerberus  that  U.S.  manufacturing  in 
general,  and  the  auto  industry  in  particu- 
lar, continue  to  have  a  bright  future,  not 
only  in  America,  but  in  the  global  econ- 
omy." Cerberus'  founder  and  chief  execu- 
tive, Stephen  Feinberg,  views  saving 
Chrysler  as  a  matter  of  national  pride. 
"Feinberg  is  in  this  for  the  country.  He  sees 
this  as  a  way  to  pay  back,  and  so  do  I,"  says 
Press,  61,  who  spent  37  years  at  Toyota, 
pounding  Detroit  automakers,  before 
joining  Chrysler  in  September. 

Patriotic  fervor  aside,  for  Cerberus  and 
the  people  it  hired  to  run  Chrysler  the 
money  potential  is  huge.  In  a  good  year, 
such  as  Chrysler  had  in  1998,  the  company 
generated  $5  billion  in  earnings  before 
interest,  taxes  and  depreciation.  "There  is  a 
large  handful  of  people  who  can  get  very, 
very  wealthy  off  of  this,"  says  industry  con- 
sultant Maryann  Keller,  a  onetime  promi- 
nent Wall  Street  analyst.  "They  realize,  'If  I 
get  this  wrong,  it  will  cost  me  millions, 
because  I  am  an  owner  of  this  company" 
Cerberus  plans  to  give  hundreds  of  other 
managers  a  share  in  the  company  as  well, 
says  Nardelli. 

Cerberus  says  it's  committed  to 
Chrysler  for  the  long  term,  but  it  is  not  in 
this  business  for  its  health.  It  will  likely  take 
Chrysler  public  again  some  day.  AerCap, 
an  aircraft  leasing  and  financing  company 
headquartered  in  the  Netherlands,  is  one 
success.  After  investing  $370  million  in  a 

2005  buyout,  Cerberus  helped  it  recapital- 
ize and  fix  its  business  model,  then  did  a 

2006  initial  offering,  turning  its  investment 
into  $1.5  billion. 

As  a  private  company  Chrysler  has  the 
latitude  to  make  long-term  decisions  that 
would  have  been  difficult,  if  not  impossible, 
to  justify  in  a  world  where  shareholders 
punish  companies  for  missing  earnings 
projections  by  a  penny  per  share.  For 
example,  Chrysler  is  selling  $1  billion 
worth  of  unneeded  real  estate  at  what 
appear  to  be  motivated-seller  prices.  It 
needs  the  cash. 

Three  days  after  closing  the  deal 
Cerberus  installed  Nardelli,  the  contro- 
versial former  boss  of  Home  Depot,  as 
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alian  cheese  makers  take  pride  in  Parmigiano  Reggiano,  a  cheese  so 
istinctive  that  law  dictates  it  come  only  from  select  provinces  of  Italy, 
armigiano  Reggiano  cheese  makers  wanted  more  productivity  while 
laintaining  this  legendary  quality.  Cargill  brought  animal  nutrition 
xperts  into  the  process  who  understood  dairy  cow  productivity. 
Je  developed  special  feeds  to  supplement  the  cows'  base  diet  of 
>cal  grasses  and  hay.  Now  the  cows  give  milk  that  generates  better 
telds  of  high-quality  Parmigiano  Reggiano.  And  there's  more  of  the 
imed  cheese  for  all  to  enjoy.  This  is  how  Cargill  works  with  customers. 

o  1 1  a  b  o  rat  e     >     create     >  succeed 


CREATING  BETTER  PARMESAN  TAKES 
DISCRIMINATING  TASTE.  PA 
)N  THE  PART  O 
fHE  COW. 


<ww.  cargillcreates.  com 

2007  Cargill,  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


AFRICA'S  LARGEST  PR,VATE company 


Chryslers  chief  executive.  Known  for  his 
imperious  attitude  and  enormous  pay 
package,  Nardelli,  59,  alienated  cus- 
tomers and  employees  alike  with  his 
push  to  centralize  Home  Depot's  store 
operations.  Yet  on  financial  metrics 
(other  than  the  share  price),  Home 
Depot's  performance  was  strong,  at  least 
until  the  housing  industry  slowed. 

At  Chrysler,  Nardelli  started  immedi- 
ately poking  his  nose  everywhere.  He 
drives  a  different  car  to  and  from  work 
each  day,  and  meets  one  of  Chrysler's 
chief  engineers  in  the  company  garage 
each  morning  "to  go  over  a  few  items." 
He  asks  piercing  questions  that  put 
employees  on  the  defensive,  often  chal- 
lenging the  status  quo.  Why,  for  example, 
he  wants  to  know,  aren't  we  improving 
the  air-conditioning  systems  in  all  our 
vehicles,  rather  than  chasing  complaints 
on  one  model?  His  probing  style  grates 
on  some.  "You  start  to  wonder,  'Is  any- 
thing okay  with  this  guy?'"  said  one  sen- 
ior manager.  "This  is  a  guy  who  could 
find  a  better  way  to  create  the  earth." 

"With  me,  it's  either  a  quick  yes,  or  a 
quick  no — never  a  slow  maybe,"  Nardelli 
says.  So  in  September,  when  U.S.  car  sales 
slowed  and  Chrysler's  inventory  began 
piling  up  on  dealer  lots,  rather  than 
keeping  the  factories  humming  and  then 
boosting  discounts  to  move  the  excess 
vehicles— a  strategy  that  drove  Chrysler 
into  deep  financial  trouble  in  2006  and  at 
other  times  in  its  history — Nardelli 
decided  to  shut  down  six  factories  until  the 
glut  disappeared. 

Early  in  November  the  company 
announced  over  1 0,000  additional  layoffs 
with  the  elimination  of  some  work  shifts 
at  several  plants.  Nardelli  plans  to  cut 
production  by  82,900  vehicles  in  the 
fourth  quarter,  or  14%,  and  says  Chrysler 
will  end  the  year  with  100,000  fewer  cars 
in  dealer  inventory  than  the  year  before. 
"That's  over  a  $1  billion  cash  flow  hit," 
explains  Press,  as  the  company  will  not 
have  those  cars  to  sell  to  its  dealers. 
"That's  not  an  easy  decision  to  make  in 
these  times,  by  a  company  in  our  situa- 
tion, especially  with  the  short-term  issues 
that  we're  dealing  with." 

It  was  Nardelli's  call,  but  as  with  any 
important  capital  or  personnel  decisions, 


Cerberus'  top  executives  had  a  hand  in  it. 
The  decision  to  cut  fourth -quarter  produc- 
tion was  made  in  a  seven-minute  confer- 
ence call,  according  to  Press.  "They  said, 
'Boy,  you're  doing  the  right  thing.  Do  it 
quick.  Do  it  early.  Don't  hide  that  stuff!" 

During  the  DaimlerChrysler  regime, 
proposals  required  the  preparation  of  thick 
binders  ten  days  in  advance  of  a 


hot  segments,  like  crossovers — vehicles 
that  combine  the  softer  ride  and  better 
mileage  of  a  passenger  car  with  the  four- 
wheel  drive  of  a  sport  utility  vehicle.  Nor, 
save  for  a  few  vehicles,  such  as  its  minivans, 
do  Chrysler's  models  stack  up  well  against 
industry  leaders  such  as  the  Toyota  Camry 
and  Honda  Accord. 

"We  need  to  eliminate  that  redundancy 


Under  the  Hood 


Chrysler  generated  $5  billion  in  operating  profits,  converted 
from  euros,  since  1998,  but  four  unprofitable  years  (including 
partial  2007  results)  helped  convince  German  management 
that  it  was  time  to  quit  the  "merger  of  equals." 

Operating  profits  (Sbil) 


$1.9 


$1.8 


-$4.7 


presentation  to  senior  management.  Big 
decisions  were  kicked  up,  through  a  series 
of  management  committees,  and  eventu- 
ally, across  the  Atlantic  to  the  company's 
German  board  of  management.  Nardelli 
put  an  end  to  the  binders  and  committees. 
In  his  Monday  staff  meetings  with  a  dozen 
executives,  issues  are  pasted  on  the  walls 
and  decisions  made  on  the  fly. 

One  of  the  hot  topics  is  how  to 
overhaul  Chrysler's  vehicle  lineup.  With  so 
many  overlapping  models  the  company 
often  ends  up  competing  with  itself,  Press 
acknowledges.  Some  examples:  the  Jeep 
Patriot  and  Jeep  Compass  compact  SUVs, 
or  the  Dodge  Durango  and  Chrysler 
Aspen  SUVs.  At  the  same  time  it  is  weak  in 


-$2.0 

and  those  models  that  are  not  pulling  their 
weight,  and  use  those  resources  to  expand 
our  footprint,"  says  Press,  who  is  in  charge 
of  vehicle  strategy.  Tough  talk,  but  Chrys- 
ler may  have  to  go  deeper  than  its  just 
announced  plan  to  kill  the  Chrysler 
Pacifica,  PT  Cruiser  convertible,  Crossfire 
and  Dodge  Magnum. 

Under  Daimler  there  was  an  emphasis 
on  cost-cutting  for  Chrysler  vehicles, 
perhaps  so  they  would  not  upstage 
Mercedes'  luxury  cars.  The  result  was 
cheap-looking  vehicles  with  tacky  plastic  in- 
teriors. Just  a  few  weeks  ago  management 
approved  an  LED  tail  lamp  for  the  2011 
Grand  Cherokee.  Many  vehicles  already 
have  such  lighting,  but  this  was  something 
new  for  Chrysler.  "It's  an  earth-shattering 
moment  in  time.  We  don't  do  expensive 
things,"  notes  one  Chrysler  engineer. 

Nardelli  has  also  toughened  Chrysler's 
quality  standards,  making  senior  engineers 
responsible  and  hiring  a  "chief  customer 
officer" — an  industry  first — to  monitor 
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37  YEARS  AGO,  IT  WAS  A  FEAR  OF  THE  DARK 
THAT  KEPT  HIM  UP  AT  NIGHT.  WE'RE  WORKING  TO 
KEEP  HIS  WEALTH  FROM  DOING  THE  SAME. 


All  too  often,  considerable  wealth  is 
accompanied  by  considerable  uncertainty 
about  how  to  properly  manage  it. 

At  U.S.  Trust,  we  work  with  clients  to  maintain 
a  uniquely  personal  approach  toward  not  only 
managing  the  complex  issues  of  today's  wealth,  but 
alleviating  the  apprehensions  that  come  with  them. 

And  with  the  resources  of  one  of  the  world's  most 
established  financial  institutions,  we  can  offer 
more  than  just  diverse  and  innovative  investment 
solutions  designed  to  generate  returns. 

We  can  offer  reassurance. 


WEALTH  MANAGEMENT 
FOR  TODAY'S  WEALTH." 


U.S.  TRUST 


Bank  of  America  Private  Wealth  Management 


Investment  products: 


Are  Not  Bank  Guaranteed 


Are  Not  FDIC  Insured 


May  Lose  Value 


U.S.  Trust,  Bank  of  America  Private  Wealth  Management  operates  through  Bank  of  America,  N.A.,  and  United  States 
Trust  Company,  N.A.,  which  are  wholly  owned  subsidiaries  of  Bank  of  America  Corporation.  Bank  of  America,  N.A. 
and  United  States  Trust  Company,  N.A.,  Members  FDIC.  ©  2007  Bank  of  America  Corporation.  All  rights  reserved. 


-ARGEST   PRIVATE  COMPANIES 


STRAIGHT  TALK 


After  17  years  selling  cars  in  West  Palm  Beach,  Fla.,  James 
Arrigo  knows  a  thing  or  two  about  what  consumers  want. 
"There  shouldn't  be  1,000  ways  to  order  a  minivan,"  he  says. 
And  he's  tired  of  watching  Chrysler  botch  the  launch  of  critical 
new  models  like  the  Sebring,  a  midsize  sedan.  "It  should  be  a 
front-runner  in  that 
segment,  but  because 
of  quality  and  market- 
ing issues,  it  doesn't 
compete." 

For  years  Arrigo 
and  outspoken  dealers 
like  him  have  offered 
suggestions  for  how 
Chrysler  could  sell 
more  vehicles  and 
improve  its  image.  Too 
often,  especially  in 
recent  years,  when 
Chrysler  was  owned  by 
Germany's  Daimler, 
those  ideas  took  a  back 
seat  to  concerns  about 
cost  control  or  factory 
productivity. 

Now  Chrysler  has 
a  new  owner,  new 

bosses  and  a  newfound  interest  in  what  its  dealers  are  say- 
ing. Between  now  and  the  end  of  the  year  Chrysler's  execu- 
tives are  hitting  the  road  for  a  series  of  "fireside  chats"  with 
dealers  to  solicit  feedback  on  how  the  company  can  turn  its 
business  around  and  simultaneously  help  dealers  improve 
their  profits. 

The  discussions  are  needed  to  repair  dealer  relations  after 
a  disastrous  2006.  Chrysler  built  more  cars  than  it  could  sell, 
forcing  dealers  into  a  financial  bind:  They  had  to  pay  higher 
borrowing  costs  to  carry  the  extra  inventory  yet  offer  bigger 
discounts  to  move  unsold  cars  off  their  lots.  "We  couldn't 
make  any  money,"  explained  Arrigo,  who  is  president  of  the 
Chrysler-Jeep  Dealer  Council.  As  inventories  piled  up,  he  says, 
"dealers  lost  faith  in  the  company." 

The  frosty  relationship  started  to  thaw  in  January,  after 
Chrysler  ousted  its  top  sales  and  marketing  executive  and 
began  putting  in  place  more  dealer-friendly  policies.  Under 
Cerberus  Chrysler  has  accelerated  those  efforts.  For  example. 


Chrysler  killed  a  controversial  sales  bonus  program  that  pitted 
dealers  against  one  another  in  price  wars.  Then  it  tripled  the 
"goodwill  allowance"  dealers  receive  to  take  care  of  customer 
complaints  after  a  car's  warranty  has  expired. 

"We  need  to  reestablish  a  partnership  with  our  dealers," 

says  Chief  Executive 
Robert  Nardelli.  "Their 
objective  has  to  be  our 
objective.  They're  an 
extension  of  our  com- 
pany. If  they're  not 
profitable,  we're  not 
profitable." 

Arrigo  is  impressed 
with  Cerberus'  moves 
so  far.  "They  said, 
'We  know  we've  got 
a  problem  with  mar- 
keting-let's hire  the 
right  people.'" 
Among  them:  Toyota 
veterans  Deborah 
Wahl  Meyer,  now 
Chrysler's  chief  mar- 
keting officer,  and 
the  folksy  sales  chief 
James  Press,  who 
pushed  for  these  new  meetings  with  dealers. 

Arrigo  has  plenty  of  advice.  "I  think  we've  got  way  too 
many  products — products  that  overlap,"  he  says.  Dodge, 
though,  needs  more  entry-level  vehicles.  "So  do  we  need  these 
sport  utilities  that  we're  not  doing  a  great  job  with,  like  the 
Durango?  Do  we  need  an  Aspen  for  Chrysler?  Maybe  Dodge 
has  an  eight-passenger  suv,  and  Chrysler  has  a  seven-passenger, 
so  there's  no  overlap,"  he  says.  Likewise,  maybe  Chrysler  doesn't 
need  both  a  Dodge  Nitro  and  a  Jeep  Liberty  Suv.  "Do  we  need 
hybrids?  Yes.  Diesels?  Probably." 

Noting  that  70%  of  Chrysler's  sales  are  of  trucks,  SUVs  and 
minivans,  Arrigo  says:  "There's  a  huge  passenger-car  market 
that  we  haven't  even  begun  to  touch." 

For  all  the  problems,  however,  Arrigo  is  more  optimistic 
than  he's  ever  been  as  a  Chrysler  dealer.  "This  new  manage- 
ment understands  that  the  consumer  drives  everything.  The 
way  you  treat  consumers  today  will  determine  the  future  of 
this  company."  — J.M. 


quality  assurance  and  be  an  advocate  for 
the  buyer.  "Rather  than  deny  reports"  of 
lagging  quality,  says  Nardelli,  "we  need  to 
embrace  them." 

On  a  recent  morning  Nardelli  sat 
alone  in  the  front  row  of  the  250-seat 
amphitheater  at  Chrysler's  headquarters 
for  a  monthly  quality  review  session. 
Nardelli  likes  to  call  it  "the  gladiator  pit." 


Here  engineers  are  summoned,  one  at  a 
time,  to  explain  how  they  plan  to  slay  a 
swarm  of  quality  demons  in  Chrysler 
vehicles. 

Nardelli,  listening  intendy,  was  particu- 
larly troubled  by  one  problem— an  irksome 
detachable  roof  in  the  hot-selling  $30,000 
Jeep  Wrangler  Unlimited,  recalled  "gladia- 
tor'  Stephen  Walukas.  The  new  four-door 


sport  utility  is  a  rare  sales  hit  for  Chrysler, 
and  doubly  important  because  its  attracting 
first- time  Jeep  buyers  to  Chrysler- Jeep 
showrooms.  Of  the  102,000  new  Wranglers 
sold  so  far  this  year,  58,000  were  the  new 
four-door  version. 

Chrysler  had  been  fielding  com- 
plaints for  months  about  the  roof,  which 
can  leak;  engineers  suspected  owners 
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Bose®  QuietComfort®  Acoustic  Noise  Cancelling®  headphones. 


Use  them  as  a  concert  hall  -  or  a  sanctuary. 


Think  of  them  as  a  reprieve  from  the 
world  around  you.  Whether  it's  the  engine 
roar  inside  an  airplane,  the  bustle  of  the 
city  or  distractions  in  the  office,  Bose 
QuietComfort  headphones  help  them  fade 
softly  into  the  background  with  the  fl 
of  a  switch.  You  can  savor  delicate 
musical  nuances  in  places  you 
couldn't  before.  And  when 
you're  not  listening  to  music,  you 
can  quietly  slip  into  a  haven 
of  peace  and 
solitude.  Clearly 
these  are  no  ord 
headphones.  It's 
geration  to  say 
one  of  those  th 
have  to  experi 
believe.  They're  even  available  in  your  choice 
of  styles:  on-ear  and  around-ear. 


On-ear 
QC  3  headphones 


QC2  headphones  (left). 
QC3  headphones  (right). 


audio  technologies,  working  together,  can 
make  any  listening  experience  more  enjoyable. 

"...the  most  comfortable 
headphone  we've  ever 

at's  what 
Frucci  of  SciFi.com 
says  about  the  on-ear  fit 
of  the  QC3  headphones.  If  you 
prefer  an  around-ear  design, 
the  QC2  headphones  are 
equally  comfortable.  Simply 
turn  them  on  to  enjoy 
peace  and  tranquility.  To  add 
Bose  quality  sound,  attach 
the  audio  cord  and  connect 
a  laptop,  portable  CD/DVD/MP3 
ght 


Reduce  noise  with  Bose  technology.  Our 

headphones  were  designed  primarily  for  air- 
plane travelers,  and  that's  where  their 
patented  Bose  technologies  create  the  most 
dramatic  noise  reduction.  But  owners  soon 
told  us  they  often  use  them  in  other  places 
to  enjoy  their  music  with  greater  clarity. 
When  the  QC2  headphones  were  introduced, 
TechnologyReview.com  said,  "It's  as  if 
someone  behind  your  back  reached 
out,  found  the  volume  control 
for  the  world, 
and  turned  it 
way,  way,  down." 
Try  them  when 
you're  on  the 
1  go,  at  home  and 
in  the  office. 

Enjoy  your  music  with  our  best 
sounding   headphones  ever.  As 

Ultimate  Mobility  magazine  reports,  Bose 
headphones  "have  been  the  gold  standard 
for  years."  Patented  Bose  noise  reduction  and 


audio  system.  They 
also  offer  a  fold- 
flat  design  for  easy 
storage  in  the  slim 
carrying  case. 


Purchase  any 
QuietComfort  head- 
phone by  January  31, 
2008,  and  receive  $50 
toward  an  additional 
Bose  product  purchased 
at  the  same  time.* 


Around-ear 
QC  2  headphones 


Call  1-800-901-0256,  ext.  Q6055  to  try 
them,  risk  free.  Choose  the  style  you  prefer. 
The  QC3  headphones  lightly  rest  on  your 
ears.  The  QC2  headphones  gently  surround 
Both  QC2  and  QC3  head- 
ihones  offer  the  same  total 
'active  plus  passive)  noise 
reduction  and  the  same 
acclaimed  audio  perform- 
ance. Your  choice  should 
be  made  on  whether 
you  prefer  around-ear  or 
on-ear  headphones.  Our 
Excitement  Guarantee  lets  you 
try  them  risk  free  for  30  days.  Order 
now  and  you'll  receive  $50  toward 
an  additional  Bose  product  purchased 
at  the  same  time.  And  discover  headphones 
that  are  very  different  from  the  rest  - 
Bose  QuietComfort  Acoustic  Noise 
Cancelling  headphones. 


To  order  or  learn  more: 

1-800-901-0256,  ext.  Q6055 

www.Bose.com/QC 


Better  sound  through  research® 


©2007  Bose  Corporation  Patent  rights  issued  and/or  pending  The  distinctive  design  o(  the  headphone  oval  ring  is  a  trademark  of  Bose  Corporation  Savings  offer  not  to  be  combined  with  other  offers  or  applied  to  previous  purchases,  and  sublet  to  change 
without  notice  Offer  is  limited  to  two  QuietComfort  headphones  and  is  valid  1 1/1/07-1/31/08  Total  maximum  savings  is  J100,  limited  to  $50  per  addrtronafpurchased  product  Purchases  must  be  at  the  same  time  on  the  same  receipt  "Savings  can  be  applied 
to  select  Bose  branded  product  purchases  only  If  the  additional  purchase  is  less  than  S50,  the  difference  will  not  be  given  as  cash  or  as  a  credit  against  another  product  If  the  QuietComfort  headphones  are  returned  and  the  additional  Bose  product  purchase 
is  not  returned,  the  QuietComfort  headphone  refund  will  be  less  the  savings  amount  Offer  is  limited  to  purchases  made  from  Bose  and  participating  authorized  dealers  Risk  free  refers  to  30-day  trial  only  and  does  not  include  return  shipping  delivery  is 
subject  to  product  availability  Quotes  reprinted  with  permission  Simson  Gamnkel,  TechnologyReviewcom.  7/9/03,  Ultimate  Mobility.  Fall/03 
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were  not  correctly  replacing  the  innova- 
tive roof  panels  after  an  open-air  drive, 
and  figured  a  more  intuitive  clip  system 
might  resolve  it.  Nardelli  wasn't  satisfied. 
"He  wanted  the  problem  killed,"  said 
Walukas.  So  Nardelli  "tagged"  the  Wran- 
gler—meaning engineers  had  only  seven 
days  to  identify  the  root  cause  and  solu- 
tion. They  did,  with  new  clips  and  better 
sealants. 

Chrysler  also  needs  to  do  a  better  job  of 
listening  to  customers,  says  Press,  who  got  a 
taste  of  why  the  company's  in  trouble  on  his 
first  day  of  work,  when  he  called  the  sales 
department  to  arrange  for  a  new  company 
car.  (He  had  to  give  up  his  Camry  hybrid 
when  he  left  Toyota.)  "How's  business  this 
month?"  he  asked  the  employee  on  the  other 
end  of  the  line.  "It's  really  tough,"  the  man- 
ager replied.  "We're  1,200  orders  short  [to 
soak  up  what  had  been  already  produced]." 
Press  was  flabbergasted.  "We  don't  sell 
orders — we  sell  cars!" 

It  took  months  for  Chrysler  to  shrink 
its  bloated  inventory,  and  it  is  now  at  work 
on  repairing  relations  with  its  dealers  (see 
p.  178).  Says  Press:  "How  many  customers 
does  Chrysler  have  in  Colby,  Kansas? 
One.  We  don't  sell  cars  to  the  residents  of 
Colby.  We  sell  cars  to  the  dealer.  He's  our 
customer." 

It's  a  philosophy  that  works  at  Lexus, 
whose  dealers  are  the  most  profitable  in 
the  industry.  "When  dealers  are  profitable, 
good  things  happen  for  everyone,"  says 
Meyer,  the  former  Lexus  executive  who  is 
now  Chrysler's  chief  marketing  officer. 
There  is  some  nastiness  yet  to  come, 
though.  Chrysler  needs  to  pare  its  dealer 
network  of  3,600  today  to  perhaps  3,000,  to 
match  its  lower  market  share.  State  fran- 
chise laws  make  it  hard  for  a  manufacturer 
to  unilaterally  fold  a  dealership,  but  it  can 
encourage  a  loser  to  sell  out  to  a  stronger 
outfit  down  the  road. 

Other  companies  have  made  the 
transition  from  being  an  ailing  subsidiary 
of  a  public  company  to  a  thriving  private 
company  and  then  back  to  the  public 
arena.  Example:  Harley  Davidson,  which 
languished  as  part  of  former  conglomerate 
AMF  and  became  a  star  as  a  standalone 
company.  Cerberus  is  going  flat  out  to 
make  Chrysler  a  case  of  two  wheels  good, 
four  wheels  better.  F 


The  BMW  Of 
Forklifts 

The  ultimate  lifting  machines  come  from 
New  Bremen,  Ohio  •  By  Emily  Schmall 


HE  TINY  TOWN  OF  NEW 
Bremen,  Ohio  (pop.:  3,000)  is 
known  for  cornfields,  the 
Bicycle  Museum  of  Amer- 
ica— and  for  Crown  Equip- 
ment, the  last  privately  owned  lift  truck 
manufacturer  in  America.  Its  sales  ($1.7 
billion  in  2006)  have  doubled  over  the 


Crown  achievement: 
Jim  F.  Dicke  III,  who 
insists  on  keeping  the 
company  in  the  family. 


past  five  years.  "We  have  more  growth 
potential  than  we  know  what  to  do  with," 
says  Jim  F.  Dicke  III,  president,  who  runs 
the  company  with  his  father,  Jim  E  Dicke 
II,  chief  executive  officer  and  chairman. 

Crowns  roots  go  back  to  1945.  That's 
when  Dicke  brothers,  Allen,  a  patent 
attorney,  and  Carl,  a  salesman — plus  his 
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WAPY 

Complete  Savings  Account2 
offered  by  E*TRADE  Bank 

No  minimums.  No  account  fees. 
No  gimmicks. 
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etrade.com/bffers  |  (800)  731  -5226 
Get  100  commission-free  stock  or  options  trades3 


ro  qualify  for  Power  E*TRADE  and  the  Power  E*TRADE  Pro  trading  platform  you  must  execute  at  least  30  stock  or  options  trades  per  quarter.  To  qualify  for  $6.99  commissions 
stock  and  options  and  a  750  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $9.99  commissions  for  stock  and  options  and  a 
t  fee  per  options  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  $50,000  balance  in  combined  E*TRADE  Securities  and  E*TRADE  Bank  accounts, 
continue  receiving  these  commission  rates  and  access  to  trading  platforms,  you  must  re-qualify  by  the  end  of  the  following  calendar  quarter. 

Annual  Percentage  Yield  is  effective  10/12/07  and  is  subject  to  change.  A  $1  minimum  deposit  is  required  to  open  a  new  account.  Withdrawal  limits  apply.  Online  statements  required. 
Commission-free  trade  offer  applies  to  new  Power  E*TRADE  accounts  opened  with  $1,000  minimum  deposit.  The  new  account  holder  will  receive  a  maximum  of  100  free  trade 
mmissions  for  each  stock  or  options  trade  executed  within  30  days  of  the  opening  of  the  new  qualified  account.  You  will  pay  the  Power  E*TRADE  commission  rate  at  the  time  of  the 
ides  ($9.99  for  stock  and  options  trades — plus  an  additional  $0.75  per  options  contract).  Your  account  will  be  credited  $9.99  per  stock  or  options  trade  within  eight  weeks  of  qualifying 
:cludmg  options  contract  fees).  Other  commission  rates  apply  to  customers  who  trade  less  than  30  times  a  quarter  or  maintain  less  than  $50,000  in  linked  E*TRADE  accounts.  Account 
jst  be  opened  by  December  31,  2007. 

TRADE  Securities  was  ranked  #1  Premium  Broker  by  SmartMoney  Magazine  August  2007  Broker  Survey.  SmartMoney  is  a  registered  trademark  of  SmartMoney,  a  joint  publishing  venture 
tween  Dow  Jones  &  Company,  Inc.  and  Hearst  SM  Partnership. 

curities  products  and  services  offered  by  E*TRADE  Securities  LLC,  Member  FINRA/SIPC,  are  not  insured  by  the  FDIC,  are  not  guaranteed  deposits  or  obligations  of  E*TRADE  Bank,  and 
:  subject  to  investment  risk,  including  possible  loss  of  the  principal  invested. 

nking  products  and  services  are  offered  by  E*TRADE  Bank,  a  Federal  savings  bank,  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC  insured  to  at  least  $100,000. 
TRADE  Securities  LLC  and  E*TRADE  Bank  are  separate  but  affiliated  companies. 

stem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

2007  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 
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son  Jim,  fresh  from  military  service- 
started  making  controls  for  coal-burning 
furnaces.  The  heat  regulator  business 
cooled  in  the  late  1940s,  and  Crown 
switched  to  making  antenna  rotators, 
which  it  phased  out  in  2001.  Since  the  late 
1960s,  though,  its  metier  has  been  electric 
lift  trucks. 

Materials  handling  equipment  doesn't 
draw  quite  the  same  attention  as  a  social 
networking  site  or  the  lingerie  business.  But 
you  can't  run  a  warehouse 
or  big  box  store  without 
pallet  trucks  and  electric 
forklifts.  Crown's  lineup 
ranges  from  a  $400  hand 
pallet  truck  to  a  $75,000 
turret  stockpicker  that  can 
handle  up  to  3,000  pounds, 
whip  around  at  7.5  miles 
an  hour  and  raise  an  oper- 
ator 38  feet  off  the  ground 
to  survey  and  manipulate 
inventory. 

Over  the  years  Crown 
has  turned  down  several 
buyout  offers,  while  rival 
forkliftmakers,  like  Hys- 
ter,  Yale  and  Raymond 
Corp.,  have  sold  out. 
"We've  always  had  the 
commitment  to  stay  a  pri- 
vate company,  to  stay  family-owned,"  says 
Jim  Dicke  (pronounced  "Dickey")  III,  36. 
Crown  still  makes  85%  of  all  parts  in- 
house,  outsourcing  only  steel  parts  and 
tires.  "They're  a  very  frustrating  bunch  to 
work  with,"  says  Robert  L.  Wuench,  the 
retired  head  of  Mitsubishi  Caterpillar's 
forklift  division,  which  Crown  inched  past 
in  sales  this  year,  becoming  the  fifth- 
largest  manufacturer  of  lift  trucks  in  the 
world.  "If  they  had  their  way,  they  would 
have  their  own  iron  mines."  Fully  70%  of 
its  manufacturing  takes  place  in  the  U.S.; 
Crown  also  has  plants  in  Germany,  Ire- 
land, Australia  and  China. 

Controlling  all  aspects  of  production, 
says  Jim  III,  keeps  the  company  agile. 
Crown  can  customize  orders — say,  a 
customer  needs  a  mast  that  can  handle  a 
heavier  load — within  18  hours.  That 
allows  the  company  to  charge  up  to  38% 
more  for  its  equipment:  A  narrow-aisle 
reach  truck  that  can  bear  3,000  pounds 


sells  for  $33,000,  compared  with  a  similar 
Raymond  model  at  $24,000.  (A  network 
of  200-plus  worldwide  dealers  sells  the 
equipment.)  "I  don't  think  the  typical 
operator  appreciates  a  Crown  as  much  as 
they  should,"  says  Gary  M.  Mills,  an  assis- 
tant vice  president  at  Sysco  and  a  longtime 
customer.  Mills  says  he  can  run  his  Crown 
trucks  an  average  of  ten  hours  a  day  for 
eight  to  ten  years.  For  a  fixed  fee  of  $150 
to  $300  per  vehicle  each  month,  Crown 


accidentally  fly  over  dock  boards  and 
barely  feel  a  thing,  thanks  to  the  floating 
floorboard.  On  some  models  a  tiny  video 
camera  displays  a  load  as  it's  being  lifted 
and  released,  up  to  45  feet  in  the  air. 

Accidents  still  happen.  Each  year 
Crown  faces  a  handful  of  personal  injury 
claims.  In  one  case  the  jury  awarded 
$4  million  to  the  widow  of  a  man  killed  in 
2003  by  being  pinned  to  a  shelving  rack. 
Crown  is  appealing.  Its  five  full-time 


maintains  and  repairs  its  customers' 
trucks,  no  matter  the  damage.  Sean  Ben- 
nett, financial  operations  manager  for 
MBM  Corp.,  a  Rocky  Mount,  N.C.  distrib- 
utor of  food  services  to  the  likes  of  Arby's 
and  Burger  King,  claims  the  service  has 
doubled  the  life  of  his  equipment. 

Another  selling  point:  helping  cus- 
tomers cut  workers'  compensation 
claims — and  deal  with  strict  rules,  like 
reporting  near-accidents,  and  operator 
refresher  courses,  from  the  Occupational 
Safety  8c  Health  Administration.  Crown 
software,  for  example,  requires  an  opera- 
tor to  run  through  an  inspection  of  the 
equipment  and  determines  whether  his 
training  is  up  to  date.  An  electronic 
control  adjusts  the  truck  speed  if  the 
driver  carries  too  heavy  a  load  or  raises 
the  bucket  too  high.  Crown's  latest  line  is 
designed  to  prevent  other  misadventures. 
With  its  new  stand-up  counterbalance 
trucks  (a.k.a.  forklifts),  an  operator  can 


New  Bremen  and  Crown  retain  something  of 
their  early  German  immigrant  character. 

lawyers,  plus  outside  counsel,  keep  very 
busy  fending  off  suits. 

It's  hard  to  go  anywhere  in  New  Bre- 
men (pronounced  "Breeman"),  settled  in 
the  1830s  by  German  immigrants,  with- 
out feeling  the  presence  of  the  Dicke  fam- 
ily. They've  bought  and  refurbished  much 
of  the  historic  business  district  on  Monroe 
and  Washington  streets.  Roughly  one  in 
seven  residents  works  for  Crown.  And 
they  tend  to  stay:  Annual  turnover  is  6%; 
485  people,  including  New  Bremen's  cur- 
rent mayor,  have  worked  at  the  company 
for  25  years  or  more. 

Crown  itself  retains  something  of  the 
work  ethic  and  craftsmanship  of  its  Teu- 
tonic ancestors.  "If  it's  German-made,  you 
know  its  good,"  says  Jim  III.  "We've  always 
aimed  to  be  the  BMW  of  the  lift  truck 
industry."  F 
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Meet  Jeanette  Davis. 

The  next  great  marine  biologist. 


With  a  degree  in  marine  biology  she's  earning  at  one  of  America's  Historically  Black  Colleges  and 
Universities  (HBCU),  Jeanette  could  one  day  discover  new  ways  of  protecting  the  resources  of  the 
world's  oceans.  A  commitment  to  developing  future  leaders  is  why  Honda  created  HBCU  programs  such 
as  the  Honda  Campus  All-Star  Challenge  and  Honda  Battle  of  the  Bands.  We  believe  the  work  done  by 
America's  Historically  Black  Colleges  and  Universities  will  make  quite  a  splash  for  generations  to  come. 


The  Power  of  Dreams 


For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com.  ©  2006  American  Honda  Motor  Co.,  Inc 
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Rebuilding 

Its  Iraq  mission  came  a  cropper,  but  this  feisty 
private  engineering  company  is  building  on  a 
much  brighter  future  •  By  Heidi  Brown 


ECHTEL,  KBR  AND  BLACK- 
water — America's  civilian 
"army"    in    Iraq — stand 
accused  of  sweetheart  con- 
tracts or  botched  projects  or 
worse.  Add  to  this  infamous  squad  Parsons 
Corp.,  a  $2.7  billion  (sales)  engineering 
company  headquartered  in  Pasadena, 
Calif,  the  second-largest  reconstruction 
contractor  in  Iraq,  after  KBR. 

Give  the  company  some  credit,  though: 
It  has  managed  to  bounce  back  resound- 
ingly after  severe  setbacks.  The  Special 
Inspector  General  on  Iraq  Reconstruction 
found  last  year,  for  example,  that  of  1 50 
hospitals  that  Parsons  was  paid  $186 
million  to  build,  only  15  had  been 
completed.  At  a  police  academy  it  built  in 
Baghdad,  light  fixtures  didn't  work  because 
they  were  full  of  wastewater  leaking  from 
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improperly  installed  sewage  pipes.  The 
Army  terminated  $2  billion  worth  of 
contracts  "for  convenience,"  a  catchall 
euphemism  for  cutting  a  project  when  it's  in 
the  feds'  interest.  But  Iraq  has  defeated 
everyone's  best  intentions.  "The  security 
situation  made  it  impossible  to  do  the  work 
the  way  we  would  normally  do  it,"  says 
James  McNulty,  Parsons'  chief  executive. 

Known  for  its  large,  complex  engi- 
neering projects,  the  company  must  be 
doing  something  right:  It  has  a  $6  billion 
order  backlog  outside  the  war  zone.  Start- 
ing in  the  late  1970s  Parsons  (no  relation 
to  Parsons  Brinckerhoff,  the  developer  of 
Bostons  ill-starred  Big  Dig,  ranked  258  on 
our  list  of  America's  Largest  Private  Com- 
panies) successfully  handled  such  projects 
as  building  Yanbu,  a  S?udi  town  of  50,000, 
including  a  desalination  plant,  refineries 


and  housing.  In  2005  it  finished  cleaning 
up  a  toxic  site  at  the  former  Stapleton  Air- 
port in  Denver — decades'  worth  of  jet-fuel 
contamination — for  conversion  into  a 
giant  housing  and  retail  complex.  In 
Alberta  and  British  Columbia  it  is  over- 
seeing a  portion  of  a  $  1  billion  upgrade  of 
a  section  of  the  Trans  Canada  Highway. 

Americas  crumbling  bridges,  over- 
loaded airports  and  aging  roadways  offer 
Parsons  excellent  prospects.  The  Urban  Land 
Institute,  a  Washington,  D.C.  think  tank,  says 
the  U.S.  needs  to  spend  $1.6  trillion  by  20 1 0 
just  to  maintain  existing  structures.  Parsons 
(ranked  133)  is  getting  a  piece  of  the  action: 
Its  transportation  division  posted  a  26%  in- 
crease in  revenue  last  year. 

There's  still  plenty  of  work  overseas, 
especially  in  the  construction-frenzied 
Persian  Gulf.  Parsons  has  long  been  cozy 
with  the  sheikhs  who  rule  the  United 
Arab  Emirates.  The  company  has  been  in 
the  region  since  the  1 950s  and  drew  up  a 
master  transport  plan  for  Abu  Dhabi  in 
the  mid-1970s.  It's  now  working  on  an 
expansion  of  the  Jebel  Ali  Port  Container 
Terminal. 

Increasingly,  the  largest  contracting 
companies  are  assuming  financial  risk 
in  projects — or  contributing  their  own 
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Cancer  Treatment? 
Cardio  Care? 

Have  You  Thought 
About  Singapore'! 


nternational  travelers  looking  for  quality  healthcare 
and  a  broad  spectrum  of  medical  expertise  are  turning 
to  Singapore.  Ever  since  the  successful  separation  of 
Nepalese  twins  in  2001,  Singapore's  medical  reputation 
has  soared,  along  with  the  numbers  of  medical  travelers 
flocking  to  its  clinics  and  hospitals  for  procedures  and 
specialties  ranging  from  cardiology  to  cosmetic  surgery. 

Medical  Tourism  Soars 

Over  the  last  two  years,  the  number  of  medical  travelers 
in  Singapore  jumped  28%  to  410,000.  Even  more  impres- 
sive, total  dollars  spent  surged  43%  to  US$890  million 
during  this  same  period.  It's  a  clear  sign  that  international 
patients  are  pursuing  more  complex  surgeries  in 
Singapore,  notes  Dr.  Jason  CHYap. 

This  is  exactly  the  type  of  growth  Singapore's  Ministry 
of  Health,  Economic  Development  Board,  Tourism  Board 
and  International  Enterprise  Singapore  have  been  work- 
ing hard  to  promote.  Their  goal:  position  the  city  as  a 
leading  regional  medical  hub  for  doctors  and  patients 
under  a  "SingaporeMedicine"  umbrella.  It's  a  plan  that 
will  not  only  attract  medical  travel  dollars  to  the  country, 
but  enough  doctors  with  specialties  and  subspecialties 
to  serve  Singapore's  small  population  of  4.5  million  and 
provide  exactly  the  kind  of  healthcare  they  might  not 
otherwise  be  able  to  receive. 

Why  Singapore? 

The  formula  is  working,  providing  patients  for  doctors 
and  doctors  for  patients.  Even  better,  it  attracts  funds  for 
specialized  research  and  development,  training,  medical 
conferences,  consultancy  and  operations  management  — 
everything  that  supports  the  medical  infrastructure  and 
fuels  its  expansion.  In  the  words  of  Dr.  Yap,  the  surge  sig- 
nals much  more  than  a  "first  wave  of  medical  tourism  of 
easy  cosmetic  surgeries."  Although  Singapore  is  already 
having  trouble  keeping  up  with  that  type  of  demand,  it's 
looking  primarily  to  compete  with  India  and  Thailand  for 
more  high-end  surgeries. 


Most  specialized  treatments  available  overseas  i 
be  done  in  Singapore,  says  Dr.  Yap.  According  to  < 
surveys,  patients  from  more  than  60  countries  —  incl 
ing  many  from  the  Association  of  Southeast  As 
Nations,  or  ASEAN  —  travel  to  Singapore  for  treatme 
that  are  either  unavailable  in  their  home  countries,  I 
expensive  in  Singapore  or  of  superior  quality.  lmpro\ 
customer  care,  which  can  be  found  in  internatio 
patient  liaison  centers  located  within  Singapore's  ho£ 
tals,  is  another  key  motivator. 

Even  before  medical  tourism  became  mainstrec 
Singapore  was  popular  among  many  foreign  healthc 
consumers.  Besides  its  medical  services,  tourists  h« 
been  drawn  by  its  reputation  for  judicial  fairness,  has: 
free  travel  and  an  environment  without  natural  disast 
and  political  crises.  But  healthcare  is  fast  becoming 
biggest  calling  card. 

In  2000,  Singapore's  healthcare  system  was  rar\[ 
Asia's  best  by  the  World  Health  Organization.  It  also  \ 


the  largest  number  of  hospitals,  11,  accredited  by  1 
Joint  Commission  International  (JCI),  the  overseas  arm 
the  largest  hospital-accreditation  agency  in  the  U.S. 

For  patients  looking  for  peace  of  mind  and  lower  cos 
Singapore  may  be  more  than  just  a  great  vacation.  It  coi 
be  extremely  good  for  their  health. 


"I  came  with  little  hope,  but  walked 
away  believing  in  miracles/' 


PEACE  OF  MIND  WHEN  HEALTH  REALLY  MATTERS 

More  than  just  a  leisure  destination,  Singapore  has  firmly  established  itself  as  Asia's  premier 
healthcare  hub.  It  is  the  choice  destination  for  an  increasing  number  of  international 
patients  who  share  a  common  confidence  in  a  world-class  healthcare  system  that  pushes 
the  boundaries  of  excellence.  Together  with  one  third  of  Asia's  Joint  Commission  Internationa! 
accredited  hospitals,  as  well  as  internationally  trained  healthcare  professionals,  it's  no  wonder 
healthcare  visitors  and  their  families  find  peace  of  mind  in  Singapore  during  their  time 
of  need  www.singaporemedicine.com 
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PRIVATE  COMPANIES 


capital.  But  Parsons,  conservative  and 
smaller,  is  resisting  this  trend,  trying 
instead  to  wedge  into  projects  initially,  at 
least,  as  a  subcontractor  or  designer.  Exam- 
ple: Last  December  it  won  a  $5  million  bid 
to  be  the  designer  and  contracting  supervi- 
sor for  what  could  become  a  $7.5  billion 
underwater  mass  transit  project  between 
New  Jersey  and  Manhattan,  the  first  new 
such  train  tunnel  in  the  region  since  1909. 
A  thousand  miles  east  of  Moscow,  Parsons 
beat  out  Bechtel  to  design  and  oversee  the 
construction  of  a  $1  billion  complex  where 
chemical  weapons  will  be  dismanded. 

The  company  was  founded  by  Ralph 
Parsons,  a  high  school  dropout  and  son  of 
a  Long  Island  fisherman.  After  a  stint  in 
the  Navy  during  World  War  I  he  worked 
as  an  aeronautical  engineer,  then  started  a 
partnership  with  Stephen  Bechtel,  whod 
taken  over  the  family  construction  busi- 
ness in  1933,  and  with  John  McCone,  who 
later  headed  up  the  CIA.  In  1944  the  part- 
ners bought  out  Parsons,  and  he  used  the 
capital  to  start  the  Ralph  M.  Parsons  Corp. 


His  new  outfit  did  well  in  the  post- World 
War  II  boom,  landing  such  contracts  as 
the  design  of  a  radioactive-waste  treat- 
ment lab  at  Los  Alamos,  N.M.  Parsons 
enjoyed  his  money  and  entertained  clients 
on  a  200-foot  yacht,  one  of  the  largest  of 
that  time.  An  affable,  generous  guy  (he 
established  a  foundation  in  Los  Angeles 
that  still  seeds  nonprofits  in  that  city),  Par- 
sons took  his  outfit  public  on  the  Ameri- 
can Stock  Exchange  in  1969,  five  years 
before  he  died.  The  recessions  of  the  1970s 
were  hard  on  engineering  firms.  In  1984 
management  used  debt  to  take  Parsons 
private  and  formed  the  Employee  Stock 
Ownership  Plan.  Parsons  claims  it  is 
among  the  largest  ESOPs  in  the  country. 

In  1996  a  tragedy  shook  Parsons  to  its 
foundations.  The  then  chief  executive 
Leonard  Pieroni  died  in  a  plane  crash  in 
Croatia,  along  with  Commerce  Secretary 
Ronald  Brown  and  several  other  U.S.  corpo- 
rate executives.  McNulty,  a  division  president, 
was  appointed  chief,  vaulting  the  former  U.S. 
Army  colonel  several  steps  up  the  corporate 


ladder.  "It's  not  a  way  to  become  CEO,"  sd 
McNulty,  who  had  served  two  tours  of  di 
in  Vietnam.  The  plainspoken  West  Virgi 
ian,  now  65,  took  over  a  barely  profitat 
company  that  had  been  focused  on  co 
cutting  rather  than  growth.  Parsons'  ore 
book  was  worth  just  $1  billion.  McNu 
gave  his  staff  a  three-year  sales  target  of  75 
growth  in  revenue.  He  got  65%,  enough 
turn  the  company  around. 

Over  the  next  decade,  with  sweat  ai 
acquisitions,  McNulty  sought  contracts 
a  wider  range  of  industries — telecom  ai 
wastewater  treatment,  as  well  as  the  desij 
and  management  of  pharmaceutical  plar 
and  schools.  He  also  quit  a  big  one:  oil  ax 
gas  services,  in  2001,  right  before  tl 
recovery  in  petro  prices.  He  claims  r 
regrets:  "At  the  time  it  was  growing  slow 
than  the  other  segments  of  our  busine: 
and  we  wanted  predictable  growth." 

National  reconstruction  projec 
seemed  eminently  doable.  Parsons  hi 
rebuilt  hospitals,  school,  bridges  ar 
power  stations  in  war- ravaged  Bosnia. 


'During  12  months  ending  June  2007. 
#2007  Visa  Inc. 


2003,  when  the  U.S.  Army  asked  the 
biggest  American  contractors  for  bids  to 
help  rebuild  Iraq,  McNulty  and  his  staff 
worked  over  the  Christmas  holidays  to 
finish  bids.  The  company  ended  up  with 
projects  throughout  Iraq — a  maternity 
hospital  in  Erbil,  an  oil  terminal  in  Basra 
and  a  civil  defense  headquarters.  "When 
we  bid  those  contracts,  we  were  told  to 
assume  a  passive  security  environment," 
Parsons  says.  Instead  the  company's  400 
workers  in  Iraq  found  themselves  in  the 
middle  of  what  became  a  civil  war.  To 
compound  its  ills,  Parsons  had  to  deal 
with  a  warren  of  Iraqi  bureaucrats.  "Over 
the  span  of  two  years  we  had  15  different 
contracting  officers  and  managers  from 
the  government  side,"  says  McNulty. 
These  days  the  Inspector  General  is  inves- 
tigating much  of  that  work. 

Parsons  is  trying  to  leave  those  troubles 
behind.  Ahead  is  a  $1  billion  contract  to 
expand  Miami  Airport,  and  possible  bids 
on  multiple  projects — for  bridges,  roads, 
water  systems  and  an  airport— in  Libya.  F 


Brains  Wanted 

Last  year  Parsons  boss  James  McNulty  appeared  at  a  debate  in  Los  Angeles  on  a 
$40  billion  highway  bond  issue.  He  told  the  audience  that  there  is  far  more  work  for 
engineering  companies  than  there  is  labor  to  satisfy  demand. 

Thanks  to  the  booming  transportation  sector  and  the  exploding  oil-and-gas 
business,  there  is  a  shortage  of  engineers.  Recruitment  isn't  as  easy  for  a  company  in 
the  shadow  of  $20  billion  (sales)  Bechtel  and  $14  billion  Fluor,  which  can  bank  on 
their  names  to  draw  top  recruits.  McNulty  relies  on  his  company's  worldwide 
presence  to  help  it  attract  talent.  Yet  "we  struggle  with  the  branding,"  says  Parsons 
spokeswoman  Erin  Kuhlman.  "We're  not  selling  a  Nike  shoe,  so  we  don't  need  the 
general  public  to  know  who  we  are.  But  it  is  harder  to  find  good  people." 

Adding  to  the  problem,  the  number  of  engineers  graduating  from  U.S.  colleges 
has  leveled  off.  More  kids  are  taking  classes  in  liberal  arts  and  law,  not  the  hard  math 
required  for  complex  construction  projects.  Meanwhile,  older  engineers  are  retiring. 
So  Parsons  has  begun  making  offers  to  college  seniors  in  their  fall  semester.  "If  we 
wait  till  spring,  they're  already  spoken  for,"  says  personnel  head  David  Goodrich.  To 
get  more  students  excited  about  engineering,  staffers  are  volunteering  in  Pasadena 
for  afterschool  science  projects. 

Parsons  hires  U.S.-educated  engineers  from  places  such  as  China  and  India  under 
the  government's  H-1  visa  program,  which  allows  the  company  to  hire  only  70  to  80 
staffers  a  year.  Goodrich  says  Parsons  could  absorb  nearly  twice  that  number.  He'd  also 
like  to  see  a  rolling  visa-application  process,  so  the  company  doesn't  have  to  try  to 
guess  how  many  foreign  engineers  it  will  need  when  it's  the  April  deadline.  — H.B. 


$394  billion  in  global  volume*  for  Visa  Commercial  products  means  we've 
got  the  expertise  to  make  sure  your  payments  are  handled  efficiently  and 
accurately,  allowing  you  to  focus  more  on  your  bottom  line. 

Visa  Commercial.  Because  numbers  matter. 
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The  Hidden  Economy 

.S.  corporate  giants  that  are  closed  to  investors  •  By  Shlomo  Reifman 

WITH  $62  BILLION  IN  ANNUAL  SALES,  AND  FRESHLY  DIVORCED  Exchange  Commission  or  shares  whose  ownership  is  restricted 

from  Daimler,  Chrysler  (see p.  168)  slots  into  third  place  on  our  to  some  group,  like  family  members  or  employees.  We  exclude 

list  of  Americas  Largest  Private  Companies.  Last  publicly  traded  foreign  companies,  businesses  that  don't  pay  income  taxes, 

in  1998,  prior  to  its  ill-fated  merger  with  Mercedes,  the  U.S.  mutually  owned  companies,  companies  with  fewer  than  100 

automaker  is  now  majority  owned  by  private  equity  firm  workers  and  companies  that  are  50%  or  more  owned  by  other 

Cerberus  Capital  Management.  private  or  foreign  companies.  Our  revenue  figures  exclude  sales 

The  companies  on  the  following  list  all  have  at  least  $1  bil-  of  publicly  traded  subsidiaries, 
lion  in  annual  revenues  and  either  too  few  shareholders  to  be        For  much  more  on  Americas  Largest  Private  Companies  go 

required  to  file  financial  statements  with  the  Securities  &  towww.forbes.com/private. 
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'06 

OVER  $4  BILLION  IN  REVENUES 

COMPANY  I  BUSINESS 

CEO 

HEADQUARTERS 

REVENUES 
2006 
(SMIL) 

EMPLOYEES 

1 

1 

Koch  Industries  |  chemicals,  energy,  technology 

Charles  G  Koch 

Wichita,  KS 

90,000e 

80,000 

2 

2 

Cargill  |  agricultural  commodities,  food 

Gregory  R  Page 

Minneapolis,  MN 

82.492e 

18.0 

1 50,900 

3 

• 

Chrysler  |  auto,  truck  manufacturing 

Robert  L  Nardelli 

Auburn  Hills,  Ml 

62,200e 

NA 

77,778 

4 

• 

GMAC  Financial  Services  |  financial  services 

Eric  A  Feldstein 

Detroit,  Ml 

35,723 

7.4 

31,400 

5 

3 

PricewaterhouseCoopers  |  accounting 

Samuel  A  DiPiazza  Jr 

New  York,  NY 

25,150 

18.0 

146,767 

6 

4 

Publix  Super  Markets  |  supermarkets 

Charles  H  Jenkins  Jr 

Lakeland,  FL 

21,820 

5.1 

140,000 

7 

8 

Ernst  &  Young  |  accounting 

James  S  Turley 

New  York,  NY 

21,160e 

15.0 

121,000 

8 

6 

Mars  |  candy,  pet  food,  electronics 

Paul  S  Michaels 

McLean,  VA 

21,000 

5.0 

40,000 

9 

9 

Bechtel  |  engineering,  construction 

Riley  P  Bechtel 

San  Francisco,  CA 

20,500 

13.2 

40,000 

10 

7 

C&S  Wholesale  Grocers  |  food  distributor 

Richard  B  Cohen 

Keene,  NH 

19,454 

18,000 

11 

• 

US  Foodservice  |  food  distributor 

Robert  Aiken 

Columbia,  MD 

27,630 

12 

5 

SemGroup  |  oil.  gas  marketer 

Thomas  L  Kivisto 

Tulsa,  OK 

14,745 

1,872 

13 

10 

Meijer  |  merchandise,  grocery  stores  in  Midwest 

Hendrik  G  Meijer4 

Grand  Rapids,  Ml 

5.3 

67,000 

14 

11 

HE  Butt  Grocery  |  grocery  stores,  food  processor 

Charles  C  Butt 

San  Antonio,  TX 

8.8 

63,000 

15 

13 

Toys  "R"  Us  |  toy  stores 

Gerald  L  Storch 

Wayne,  NJ 

13,050 

15.7 

oy,uuu 

16 

14 

Fidelity  Investments  |  mutual  funds 

Edward  C  Johnson  III 

Boston,  MA 

12,870 

41,900 

17 

12 

Cox  Enterprises  |  cable,  auto  auctions,  newspapers 

James  C  Kennedy 

Atlanta,  GA 

12,760 

77,900 

18 

21 

Enterprise  Rent-A-Car  |  auto  renting,  fleet  services 

Andrew  C  Taylor 

St  Louis,  MO 

12,100 

75,700 

19 

17 

Flying  J  |  oil,  travel  plazas,  truck  stops 

J  Phillip  Adams 

Ogden,  UT 

11,351 

16,300 

20 

15 

TransMontaigne  |  refined  petroleum  products 

Donald  H  Anderson 

Denver,  CO 

11,346e 

727 

21 

20 

Capital  Group  Cos  I  mutual  funds 

Philip  de  Toledo 

Los  Angeles,  CA 

11,249e 

21.6 

9,000 

22 

18 

JM  Family  Enterprises  |  Toyota,  Scion,  Lexus  distributor 

Colin  Brown 

Deerfield  Beach,  FL 

11.100 

4,600 

23 

• 

Energy  Future  Holdings  |  electric  utility  in  Texas 

Donald  Evans 

Dallas,  TX 

10,856 

1.8 

7,262 

24 

25 

Reyes  Holdings  |  beer,  food  distributor 

J  Christopher  Reyes5 

Rosemont,  IL 

9/400 

8,700 

25 

•     Dollar  General  |  discount  department  stores 

David  L  Bere 

Goodlettsville,  TN 

9,170 

6.9 

69,500 

26 

16 

Tenaska  Energy  |  power  utility,  natural  gas,  energy 

Howard  L  Hawks 

Omaha,  NE 

8,700 

569 

27 

22 

Platinum  Equity  !  venture  capital  investments 

Tom  Gores 

Beverly  Hills,  CA 

8,000 

0.0 

45,000 

28 

26 

Advance  Publications  |  newspapers,  magazines,  cable  TV 

Samuel  1  Newhouse  Jr 

New  York,  NY 

7,696e 

5.2 

28,000 

29 

29 

SC  Johnson  &  Son  j  cleaning  products,  storage  supplies 

H  Fisk  Johnson 

Racine,  Wl 

7,500e 

7.1 

12,000 

30 

24 

Menard  |  home  improvement  retailer 

John  Menard  Jr 

Eau  Claire,  Wl 

7,500e 

1.3 

38,000 

31 

• 

Hilton  Hotels  I  hotel  chain 

Christopher  Nassetta 

Beverly  Hills,  CA 

7,395 

93.0 

105,000 

See  footnotes  on  page  202 

For  more  information,  go  to  www.forbes.com/private 
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es,  there's  a  General  Liability  insurer  that's  as  responsible  as  you  are. 


You'd  be  nowhere  without  customers.  Liberty  Mutual  can  help  you  protect  them.  We  can  work  with  you  to  identify  potential 
risks  to  customers  and  make  recommendations  that  help  you  gain  more  control  over  your  cost  of  risk.  We'll  also  help  you  track 
your  progress.  Because,  at  the  end  of  the  day,  safer  customers  mean  a  safer  business. 

For  more  information  on  insuring  your  business,  visit  libertymutual.com/business. 


Responsibility.  What's  your  policy?  "    l/Sg^f  Liberty 


ORKERS  COMP  COMMERCIAL  AUTO  PROPERTY  GENERAL  LIABILITY  UMBRELLA  GROUP  BENEFITS 

200?  Liberty  Mutual  Group 


'07 

'06 

OVER  $4  BILLION  IN  REVENUES 

COMPANY  |  BUSINESS 

CEO 

HEADQUARTERS 

REVENUES 
7006 
(SMIL) 

EMPLOYEES 

32 

30 

Murdock  Holding  Company  |  vegetables,  Dole  fresh  fruit 

David  H  Murdock 

Los  Angeles,  CA 

7,278 

4.1 

77,833 

33 

32 

Giant  Eagle  |  supermarkets,  food  wholesaler 

David  S  Shapira 

Pittsburgh,  PA 

7.132 

17.6 

36,000 

34 

• 

First  Data  |  electronic  payment  services 

Michael  Capellas 

Greenwood  Village,  CO 

7.076 

8.4 

29,000 

35 

83 

Cumberland  Farms  |  convenience  stores 

Lily  Haseotes  Bentas 

Canton,  MA 

7.000 

NA 

6,500 

36 

35 

Marmon  Group  |  manufacturing,  service  companies 

Frank  S  Ptak 

Chicago,  IL 

6,988 

18.0 

21,500 

37 

31 

Southern  Wine  &  Spirits  |  beverage  wholesaler 

Harvey  R  Chaplin 

Miami,  FL 

6,980 

7.3 

10,300 

38 

38 

Sinclair  Oil  |  oil  refiner,  gas  stations,  resorts 

R  Earl  Holding 

Salt  Lake  City,  UT 

6,800e 

21.4 

7,000 

39 

• 

CDW  |  computer  equipment,  service  provider 

John  A  Edwardson 

Vernon  Hills,  IL 

6,786 

7.8 

5,880 

40 

28 

QuikTrip  |  convenience  stores 

Chester  Cadieux  III 

Tulsa,  OK 

6,744 

17.9 

10,062 

41 

• 

Freescale  Semiconductor  |  semiconductor  manufacturer 

Michel  Mayer 

Austin,  TX 

6,359 

NA 

24,100 

42 

64 

Love's  Travel  Stops  |  travel  centers,  fuel  wholesaler,  retailer 

Tom  Love 

Oklahoma  City,  OK 

6,331 

66.3 

5,600 

43 

27 

Alticor  |  Amway  personal,  household  products 

Doug  DeVos6 

Ada,  Ml 

6,300 

NA 

13,000 

44 

34 

Unisource  Worldwide  j  paper  products,  packaging 

Allan  Dragone 

Norcross,  GA 

6.0002 

0.0 

6,400 

45 

37 

Pro-Build  Holdings  |  building  materials  manufacturer,  supplier 

Paul  W  Hylbert 

Denver,  CO 

5,955 

4.4 

16,640 

46 

62 

Gordon  Food  Service  |  food  wholesaler,  retailer 

Dan  Gordon 

Grand  Rapids,  Ml 

5.9002 

11.3 

11,000 

47 

40 

Hy-Vee  |  supermarkets,  drugstores 

Richard  N  Jurgens 

West  Des  Moines,  IA 

5,840e 

13.6 

52,000 

48 

36 

Boise  Cascade  |  lumber,  paper 

William  Thomas  Stephens 

Boise,  ID 

5,780 

-2.1 

10,191 

49 

33 

Transammonia  |  fertilizer,  petrochem  trader,  distributor 

Peter  Baumann 

New  York,  NY 

5,430 

-10.3 

347 

50 

41 

Guardian  Industries  |  glass,  auto  parts,  building  materials 

William  M  Davidson 

Auburn  Hills,  Ml 

5,325e 

6.5 

19,000 

51 

• 

Avaya  |  telecommunications 

Louis  J  D'Ambrosio 

Basking  Ridge,  NJ 

5.279 

2.5 

18,525 

52 

48 

Hexion  Specialty  Chemicals  |  adhesives,  resins 

Craig  0  Morrison 

Columbus,  OH 

5,205 

16.4 

6,900 

53 

43 

MBM  |  food  distributor  to  restaurants 

Jerry  L  Wordsworth 

Rocky  Mount,  NC 

5.200 

4.7 

3,400 

54 

52 

Peter  Kiewit  Sons'  |  heavy  construction,  mining 

Bruce  E  Grewcock 

Omaha,  NE 

5,049 

21.8 

14,700 

55 

50 

Graybar  Electric  |  electric  equipment  wholesaler 

Robert  A  Reynolds  Jr 

St  Louis,  MO 

5,009 

16.8 

8,400 

56 

49 

Allegis  Group  |  tech-staffing  services 

James  C  Davis 

Hanover,  MD 

5,000 

13.6 

8,000 

57 

47 

Colonial  Group  |  oil,  gas  wholesaler,  retailer 

Robert  H  Demere  Jr 

Savannah,  GA 

5,000 

11.1 

1,100 

58 

51 

Kohler  |  plumbing  fixtures,  generators 

Herbert  V  Kohler  Jr 

Kohler,  Wl 

5.000 

19.0 

33,000 

59 

126 

Save  Mart  Supermarkets  |  supermarkets 

Robert  M  Piccinini 

Modesto,  CA 

5.000e 

100.0 

25,000 

60 

88 

Southwire  |  heavy  wire  for  electric  transmission 

Stuart  Thorn 

Carrollton,  GA 

4.900 

53.1 

4,108 

61 

42 

RaceTrac  Petroleum  |  gas  stations,  convenience  stores 

Carl  E  Bolch  Jr 

Atlanta,  GA 

4.899e 

44.6 

4,039 

62 

• 

Aleris  International  |  aluminum,  alloy  producer,  recycler 

Steven  J  Demetriou 

Beachwood,  OH 

4.7491 

NA 

8,500 

63 

55 

Bloomberg  |  financial  data,  news 

Lex  Fenwick 

New  York,  NY 

4.7002 

14.6 

9,000 

64 

63 

Wawa  |  convenience  stores 

Howard  Stoeckel 

Wawa,  PA 

4.673 

19.6 

16,866 

65 

45 

Gulf  States  Toyota  |  Toyota  distributor 

Thomas  N  Hynes 

Houston,  TX 

4,600 

0.0 

1,200 

66 

46 

Hearst  |  publisher,  broadcaster 

Victor  F  Ganzi 

New  York,  NY 

4,518e 

-0.7 

17,062 

67 

58 

Kinray  |  drug,  health  supplies  distributor 

Stewart  Rahr 

Whitestone,  NY 

4,400 

10.0 

1,000 

68 

54 

Neiman  Marcus  Group  |  luxury  department  stores 

Burton  M  Tansky 

Dallas,  TX 

4,390 

6.9 

17,900 

69 

65 

McKinsey  &  Co  I  consulting 

Ian  Davis 

New  York,  NY 

4.370e 

15.0 

14,190 

70 

57 

SunGard  Data  Systems  |  software,  IT  services 

Cristobal  I  Conde 

Wayne,  PA 

4.323 

8.0 

16,600 

71 

59 

OSI  Group  |  meat  processor 

Sheldon  Lavin 

Aurora,  IL 

4.200e 

5.0 

20,500 

72 

53 

Levi  Strauss  &  Co  |  jeans,  casual  apparel 

R  John  Anderson 

San  Francisco,  CA 

4.193 

-0.7 

10,680 

73 

95 

Ergon  |  petroleum  refiner,  electronics 

Leslie  B  Lampton  Sr 

Jackson,  MS 

4.108e 

36.9 

2,500 

74 

67 

Booz  Allen  Hamilton  |  consulting 

Ralph  WShrader 

McLean,  VA- 

4.100 

10.8 

19,000 

75 

100 

Charmer  Sunbelt  Group  I  wine,  spirits  wholesaler 

Charles  Merinoff 

New  York,  NY 

4,100 

NA 

6,550 

76 

66 

Wegmans  Food  Markets  I  supermarkets 

Danny  R  Wegman 

Rochester,  NY 

4,100 

7.8 

35,798 

77 

90 

CH2M  Hill  Cos  I  construction,  building  management 

Ralph  R  Peterson 

Englewood,  CO 

4,007 

27.1 

17,000 

78 

•  j  Republic  National  Distributing  Company7 1  wine,  spirits 

Tom  Cole 

Houston,  TX 

^000^ 

^A^ 

4,000 

For  more  information,  go  to  www.forbes.com/private  | 
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HYUNDAI 

TURKEY 

HYUNDAI 

"The  strategic  position,  the  high  quality  production  and 
its  strong  manpower  make  Turkey  one  of  the  most  desired 
countries  in  Europe  regarding  automotive  production. 
That  is  why  we,  as  Hyundai,  chose  to  invest  in  Turkey." 

(B>  HYUnDRI      CE0-  President  of  Hyundai  Turkey  -  Mr.  J.  G.  Kim 

INVEST  IN  TURKEY 


•  Population  of  70  million  people  with  an  average  age 
of  29  and  65%  are  below  34  years  old. 

•  Approx.  400,000  university  graduates  per  year. 

•  Young,  well  educated  and  motivated  professionals. 

•  Highly  competitive  investment  conditions. 

•  Exports  increased  240%  in  4  years,  up  to  85  billion 
USD  as  of  2006. 

•  Access  to  the  EU,  Central  Asia  and  the  Middle  East. 


•  GDP  increase  of  122%  in  the  past  4  years, 
reaching  400  billion  USD. 

•  Ranked  as  the  1 7th  largest  economy  in  the  world 
and  the  6th  largest  economy  in  the  EU. 

•  Ranked  as  the  13th  most  attractive  country  in 
the  world  for  FDI  <oecd  2006). 

•  FDI  worth  20.2  billion  in  2006. 

•  Annual  Average  GDP  growth  of  7.4%  per  year  since  2002. 


REPUBLIC  OF  TURKEY  PRIME  MINISTRY 
INVESTMENT  SUPPORT  AND 
PROMOTION  AGENCY 


YOUR  ONE-STOP-SHOP 
IN  TURKEY 


invest.gov.tr 


Pantene 


beautiful 


re  your  shining 


GIVE  THE  GIFT 
OF  BEAUTIFUL  HAIR 
TO  WOMEN  WHO 
NEED  IT  MOST 


You  have  the  power  to  help  another  woman  during  the  greatest  fight  of  her  life,  turning 
a  time  of  traumatic  hair  loss  into  a  show  of  caring  and  support.  Join  Hilary  Swank, 
Pantene,  the  Entertainment  Industry  Foundation  and  its  Women's  Cancer  Research  Fund 
in  helping  to  create  healthy-hair  wigs  for  women  in  need.  To  support  the  cause,  simply 
use  Pantene  to  get  beautiful  hair,  then  donate  it.  Learn  more  at  BeautifulLengths.com 


EIF 


cui 


Women's  Cancer  Research  Fund 

An  Entertainment  Industry  Foundation  Program 


CA'SJ-Amtbl 


PRIVAIfc  LUMKANIt5 


'07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY !  BUSINESS 

jlt.VI  NUI  S 

*i'  20oe>. 

*  (SMIL) 

'07 

UNDER  $4  BILLION  IN  REVENUES 
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REVENUES 
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79 

84  Lumber  |  home  improvement  stores 

3,900 

123 

ESJ  Gallo  Winery  |  wine 

2,970e 

80 

Hallmark  Cards  |  greeting  cards,  TV,  art  supplies 

3,899e 

124 

JohnsonDiversey  |  cleaning,  sanitation  products 

2.928 

81 

Michaels  Stores  |  craft  stores 

3,865 

125 

Walsh  Group  |  general  contractor 

2,900 

82 

Inter  lech  Group  |  polymers,  composites 

3,830c 

126 

DeBruce  Grain  |  grain,  fertilizer 

2,832 

83 

Kingston  Technology  |  computer  memory  products 

3.7001 

127 

Linens  'ri  Things  |  home  furnishings  retailer 

2,819 

84 

Schneider  National  |  trucking,  third-party  logistics 

3,700 

128 

US  Oncology  |  cancer  treatment  centers,  research 

2,811 

85 

Belk  |  department  stores 

3,685 

129 

Alex  Lee  |  food  wholesaler,  supermarkets 

2,800 

86 

Carlson  Cos  |  restaurants,  hotels,  cruises 

3,645e 

130 

Gilbane  |  commercial  construction 

2,785 

87 

Red  Apple  Group  |  oil  refiner,  supermarkets,  real  estate 

3,625e 

131 

Scoular  |  grain  trading,  feed  storage,  transport 

2,770 

88 

Roundy's  Supermarkets  |  grocery  stores,  food  wholesaler 

3,621 

132 

Sports  Authority  |  sporting  goods  stores 

2.735e 

89 

Bi-Lo  Holdings  |  supermarkets 

3,600e 

133 

Parsons  |  engineering,  construction 

2,711 

90 

HT  Hackney  |  food,  bottled  water,  oil  distributor 

3,600 

134 

Central  National-Gottesman  |  pulp,  paper  distributor 

2,700 

91 

Brightstar  |  cellular  equipment  distributor 

3,5882 

135 

Bass  Pro  Shops  |  sporting  goods  stores 

2,655e 

92 

Stater  Bros  |  southern  California  supermarkets 

3,574e 

136 

Mansfield  Oil  |  oil,  gas  wholesaler 

2,650' 

93 

Global  Hyatt  |  Hyatt,  AmeriSuite  hotels 

3,500 

137 

Reader's  Digest  Association  |  magazine  publisher 

2,640e 

94 

Edward  Jones  |  securities  brokerage 

3,462 

138 

Travelport  |  travel  services 

2,613e1 

95 

Burlington  Coat  Factory  |  discount  apparel  retailer 

3.442 

139 

Fry's  Electronics  |  consumer  electronics  stores 

2.611e 

96 

Perdue  Farms  |  poultry 

3,350e 

140 

Golden  State  Foods  |  food  processor,  distributor 

2,600 

97 

Whiting-Turner  Contracting  |  commercial  construction 

3,340 

141 

WinWholesale  |  plumbing,  HVAC  equipment 

2,600 

98 

Sheetz  |  convenience  stores 

3.312 

142 

Vanguard  Health  Systems  |  acute-care  hospitals 

2,581 

99 

Keystone  Foods  |  beef,  poultry  for  food  service  industry 

3,306e 

143 

Milliken  8t  Co  |  textiles,  chemicals 

2,576e 

100 

Schwan  Food  |  frozen  pizza,  ice  cream 

3,300 

144 

JE  Dunn  Construction  Group  |  commercial  construction 

2,565 

101 

JR  Simplot  |  potatoes,  meat,  fertilizer 

3,300 

145 

Sammons  Enterprises  I  insurance,  industrial  equipment 

2,560e 

102 

Consolidated  Elec  Distributors  |  electrical  equipment 

3,280e 

146 

Tower  Automotive  |  auto  parts 

2,539 

103 

VWR  International  i  scientific  products  distributor 

3,258 

147 

Quintiles  Transnational  |  medical  research 

2,525e 

104 

Clark  Enterprises  |  construction 

3,223 

148 

Graham  Packaging  Holdings  |  plastic  containers 

2.520 

105 

Raley's  |  food,  drugstores 

3,200e 

149 

Tishman  Construction  \  contractor,  building  manager 

2,514e 

106 

JF  Shea  |  home  builder,  general  contractor 

3,184 

150 

Grocers  Supply  I  food  distributor 

2,510 

107 

Berry  Plastics  |  plastic  packaging 

3.1731 

151 

Golden  Living  |  nursing  homes,  assisted  living  centers 

2.5002 

108 

Swift  Transportation  |  trucking 

3,173 

152 

HP  Hood  |  milk,  juice,  cheese,  desserts 

2.5001 

109 

Structure  Tone  |  general  contractor 

3.1632 

153 

MGA  Entertainment  |  toys,  games,  Bratz  dolls 

2,500e 

110 

Jeld-Wen  |  windows,  doors 

3,160e 

154 

Services  Group  of  America  |  food  wholesaler,  beef 

2,500 

111 

Eby-Brown  |  convenience  store  distributor 

3.150 

155 

Solo  Cup  |  disposable  containers 

2,490 

112 

Ashley  Furniture  Industries  |  furniture  manufacturer 

3,120 

156 

Dot  Foods  I  food  wholesaler 

2,485 

113 

Amsted  Industries  |  railroad,  industrial  equipment 

3,046 

157 

AMC  Entertainment  I  movie  theaters 

2,461 

114 

International  Data  Group  |  technology  media,  events 

3,020- 

158 

Medline  Industries  |  medical,  surgical  supplies 

2,460 

115 

Golub  |  Price  Chopper  supermarkets 

3.009 

159 

Mervyns  |  department  stores 

2,459e 

116 

Andersen  |  windows,  doors 

3,000 

H 

160 

Leprino  Foods  |  mozzarella 

2.400e 

117 

Glazer's  Wholesale  Drug  |  wine,  spirits  wholesaler 

3.000 

161 

Rich  Products  I  retail,  wholesale  bakery  supplier 

2,400 

118 

Grant  Thornton  International  |  accounting 

3,000e 

162 

Schnuck  Markets  |  Midwest  supermarkets 

2.400 

119 

Schreiber  Foods  |  packaged  cheese,  frozen  entrees 

3,000e 

Asplundh  Tree  Expert  I  tree-trimming  services  for  utilities 

2,397 

120 

Vistar  |  restaurant  food  distributor 

3.000 

General  Parts  |  Carquest  parts  stores,  parts  distributor 

2.395e 

121 

WinCo  Foods  I  supermarkets 

3,000 

165 

Follett  |  college  bookstores 

2,369 

122 

ABC  Supply  ;  rot  distributor 

2,991 

166 

Anderson  Cos  |  magazine,  book  wholesaler 

2.349e 

For  more  information,  go  to  www.forbes.com/private 
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PRIVATE  CUMrAIMIfca 


!  UNDER  S4  BILLION  IN  REVENUES 

'07    COMPANY  |  BUSINESS 


McCarthy  Building  Cos  |  commercial  construction 
Ebsco  Industries  |  magazine  subscription  services 
O'Neal  Steel  |  steel  distributor 

Petters  Group  Worldwide  |  Polaroid,  other  consumer  brands 
Quality  King  Distributors  |  drugs,  personal  care  products 
UniGroup  |  United  Van  Lines,  Mayflower 
Bausch  &  Lomb  |  eye  health  care  products 
Mary  Kay  |  cosmetics  marketer 
ShopKo  Stores  Operating  |  department  stores 
Yates  Cos  |  commercial  construction 
Software  House  Intl  |  computer,  software  reseller 
NTK  Holdings3 1  windows,  HVAC  equip 
JM  Huber  |  engineered  wood,  chemicals 
Petco  Animal  Supplies  |  pet  supply  stores 
Baker  &  Taylor  |  book  distributor 
Black  &  Veatch  |  engineering,  construction 
Demoulas  Super  Markets  |  grocery  stores 
Rosen's  Diversified  ]  beef,  pork  processor 
Ben  E  Keith  |  food,  Anheuser-Busch  beer  distributor 
Univision  Communications!  Spanish-language  TV 
Cooper-Standard  Automotive  |  auto  parts 
Affinia  Group  |  auto  parts 
HealthMarkets  |  health  insurance  provider 
Hensel  Phelps  Construction  |  commercial  construction 
Truman  Arnold  Cos  |  oil  wholesaler,  aviation  services 
Hunt  Consolidated/Hunt  Oil  |  oil,  gas,  Hyatt  hotels 
WL  Gore  &  Associates  |  Gore-Tex  fabrics,  medical  products 
Biomet  |  medical  equipment  designer,  manufacturer 
Smart  &  Final  |  wholesale,  retail  food  operations 
Altivity  Packaging  |  consumer-packaging  products 
Brookshire  Grocery  |  supermarkets 
Heico  Cos  |  industrial  machinery,  heavy  equipment 
World  Wide  Technology  |  IT  equipment  reseller 
Infor  |  enterprise  software 
Bashas'  |  supermarkets 
Discount  Tire  |  tire  stores 
Young's  Market  |  alcoholic  beverage  wholesaler 
Life  Care  Centers  of  America  |  nursing  centers 
JM  Smith  |  drug  distributor,  health  care  data  services 
NewPage3 1  coated,  carbonless  paper 
Delaware  North  Cos  |  park  services,  sports  concessions 
Guitar  Center  |  musical  equipment  retailer 
[  Quad/Graphics  |  catalog,  magazine  printer 
!  Maines  Paper  &  Food  Service  |  food  distributor 

198      FORBES      NOVEMBER  26,  2007 


REVENUES 

2006 
!■;  (SMIL) 



■ 

'07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY  I  BUSINESS 

REVENUES 
2006 
(SMIL) 

2,338 

211 

Bose  |  audio  systems 

2,000 

2,300 

212 

Brasfield  &  Gorrie  |  construction 

1,980 

2,300 

213 

G-l  Holdings  |  roofing,  building  materials 

1,969 

2,300* 

214 

Red  Man  Pipe  &  Supply8 !  oilfield  equipment 

1,930J 

2,300e 

215 

Hunt  Construction  Group  |  commercial  construction 

1,926 

2,300 

216 

Bradco  Supply  |  building  materials 

1.920 

2,292 

217 

JD  Heiskell  &  Co  |  grain  storage,  livestock  feed 

1.9002 

2,250 

218 

Renco  Group  |  mining,  metals 

1,900e 

2,247 

219 

SAS  Institute  |  business  management  software 

1,900 

2,235 

220 

Houchens  Industries  |  supermarkets,  convenience  stores 

1.8901 

2,229 

221 

Frank  Consolidated  Enterprises  |  auto  fleet  leasing 

1,888 

2,218 

222 

West  Corp  |  business,  communication  services 

1,856 

2.217 

223 

Select  Medical  hospitals,  outpatient  services 

1,852 

2,215e 

224 

National  Gypsum  |  wallboard 

1,850e 

2.20012 

225 

Skadden,  Arps  law  firm 

1,850e 

2,200 

226 

Academy  Sports  &  Outdoors  I  sporting  goods  stores 

1,836 

2,200 

227 

Dresser  |  energy-related  equipment,  services 

1,833 

2,200 

228 

Holiday  Cos  |  convenience  stores 

1,818e 

2,169 

229 

lasis  Healthcare  |  hospitals 

1,815e 

2,167 

230 

Ingram  Industries  |  book  distributor,  marine  transport 

1,806e 

2,164 

231 

Metals  USA3 1  metals  processor,  distributor 

1,803 

2,160 

232 

Boston  Consulting  Group  I  consulting 

1,800e 

2,147 

233 

Foster  Farms  |  poultry,  deli  meats 

1,800J 

2,131 

234 

Koch  Foods  |  poultry 

1,800 

2,130e 

235 

Red  Chamber  Group  I  seafood  importer,  exporter 

1,786 

2,129e 

236 

D&H  Distributing  |  computers,  consumer  electronics 

1,767 

2,115 

237 

Drummond  |  coal,  real  estate 

1,767 

2,107 

238 

Rooms  To  Go  |  furniture  stores 

1,760 

2,104 

239 

Landmark  Communications  I  publishing,  broadcasting 

1,748e 

2,100* 

240 

Shamrock  Foods  |  food  distributor,  dairy  products 

1,7412 

2.100 

241 

McWane  |  cast-iron  pipes,  valves,  fittings 

1,737e 

2,100e 

242 

Marsh  Supermarkets  I  supermarkets,  convenience  stores 

1.730e 

2,100 

243 

Mclunkin8 1  pipes,  valves,  fittings 

1,716 

2,084e 

244 

CC  Industries  I  truck  trailers,  farm  equipment  furniture 

1,712e 

2,075 

245 

Carpenter  polyurethane  foam 

1,710" 

2,062 

246 

Wilbur-Ellis  I  agricultural  supply  distributor 

1,710 

2,055 

247 

Berwind  |  office  supplies,  chemicals,  drugs 

1,708e 

2,050 

248 

Electro-Motive  Diesel  |  locomotive  manufacturer 

1,708e 

2,039 

249 

Warren  Equities  I  oil  trader,  convenience  stores 

1,707 

2,038 

250 

Catalent  Pharma  Solutions  !  drug  research  services 

1,704 

2,035 

251 

Arctic  Slope  Regional  I  oil  refiner,  energy 

1,700 

2,030 

252 

LPL  Financial  Services  I  financial  services 

1,700e 

2,025 

253 

Merit  Energy  |  oil,  gas  investor,  manager 

1,700e 

2,015 

■ 

254 

Taylor  1  printing,  stationery,  direct-mail  marketing 

1,700e 

For.more  information,  go  to  www.forbes.com/private 


The  size  of  our  clients  varies. 

The  size  of  our  commitment  doesn't. 


Whatever  the  size  of  your  deal,  whatever  the  size  of  your  company,  you  can  expect  top-tier 
execution  from  UBS.  That's  why  we're  a  leader  in  the  global  capital  markets.  Our  recent 
successful  deals  include  bookrunning  both  Quicksilver  Gas  Services'  $105.0  million  and 
Fosun  International's  $1.5  billion  IPOs,  and  BBVA's  €3.2  billion  convertible  bond  offering. 
Plus,  as  one  of  the  largest  distributors  of  equities  globally,  we  offer  a  keen  understanding 
of  investor  needs  so  we  can  advise  you  accordingly.  Big,  small  or  in-between,  you  can  be 
confident  of  success  with  UBS  and  a  relationship  called  "You  &  Us." 


In  the  U.S.,  securities  underwriting,  trading  and  brokerage  activities  and  M&A  advisor  activities  are  provided  by  UBS  Securities  LLC,  a  registered  broker-dealer  that  is  a 
wholly  owned  subsidiary  of  UBS  AG,  a  member  of  the  New  York  Stock  Exchange  and  other  principal  exchanges,  and  a  member  of  SIPC.  This  announcement  does  not 
constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  BBVA  transaction  mentioned  above  has  not  been  registered  under  the  Securities 
Act  of  1933,  as  amended  (the  "Securities  Act"),  or  state  securities  laws  and,  unless  so  registered,  may  not  be  offered  or  sold  in  the  United  States  except  pursuant  to  an 
exemption  from  the  registration  requirements  of  the  Securities  Act  and  applicable  state  securities  laws  and  in  such  circumstances  as  may  be  permitted  by  applicable  law 
©  UBS  2007.  All  rights  reserved. 
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REVENUES 

'07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY  |  BUSINESS 

'07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY  |  BUSINESS 

2006 
(SMIL) 

2*5 

TIC  Holdings  I  power,  petrochemical  plant  builder 

1,700 

299 

Haworth  |  office  furniture 

1,480 

256 

Washington  Cos  |  rail,  marine  transport;  environmental  svcs 

:  1,700 

300 

Mitch  Holdings  |  pizza  restaurants,  sports 

1,480e 

257 

Conair  j  small  appliances,  personal  care  products 

1.696 

301 

Pinnacle  Foods  |  pickles,  frozen  meals,  other  foods 

1.4721 

258 

Parsons  Brinckerhoff  |  engineering,  construction 

1,690 

302 

Vert  is  |  advertising,  marketing  services 

1,469 

259 

Swinerton  |  commercial  construction 

1,684 

303 

Crowley  Maritime  |  marine  transport 

1,468 

260 

Crown  Equipment  |  heavy-duty  electric  lifts 

1,668 

304 

Metro-Goldwyn-Mayer  |  movies,  TV  production 

1,459e 

261 

Ardent  Health  Services  |  hospitals 

1,665 

305 

Maritz  |  marketing,  research,  business  services 

1.451 

262 

Zachry  Construction  |  commercial  construction 

1,661e 

306 

Kum  &  Go  |  convenience  stores 

1,448- 

263 

Tang  Industries  |  metal  fabricator,  distributor 

1,651e 

307 

Estes  Express  Lines  |  trucking 

1,447 

264 

Rexnord  |  power  transmission  products  manufacturer 

1,6471 

308 

Weitz  |  general  contractor 

1,445 

265 

Soave  Enterprises  |  metals,  recycling,  real  estate,  beverages 

1,632 

309 

Goody's  Family  Clothing  |  apparel  retailer 

1,441  e 

266 

Latham  &  Watkins  |  law  firm 

1,624 

310 

Sigma  Plastics  Group  |  plastic  films 

1,440e' 

267 

Hobby  Lobby  Stores  |  hobby,  craft  stores 

1,615 

311 

KAR  Holdings  |  auto  auctions 

1,436' 

268 

Verso  Paper  |  paper 

1,611 

312 

Roll  International  |  agribusiness,  floral  delivery  service 

1,430e 

269 

Hoffman  |  general  contractor 

1,602 

313 

Apex  Oil  |  oil  distributor 

1,425e 

270 

Oxbow  |  fossil  fuels,  geothermal  energy 

1,600 

314 

Towers  Perrin  |  personnel  services 

1,422 

271 

Reynolds  and  Reynolds  |  auto  dealership  software,  services 

1,600e 

315 

Turner  Industries  Group  |  general  industrial  contractor 

1,409 

272 

US  Oil  |  oil,  auto  parts,  convenience  stores 

1,592 

316 

M  A  Mortenson  |  commercial  construction 

1,406 

273 

Barnes  &  Noble  College  Booksellers  |  bookstores 

1,590e 

317 

Day  81  Zimmermann  |  engineering,  construction 

1,400 

274 

ViewSonic  |  computer  monitors 

1,589 

318 

FHC  Health  Systems  |  health  care  services 

1.400 

275 

Duane  Reade  |  New  York  drugstores 

1,584 

319 

The  Kraft  Group  |  paper,  packaging,  sports 

1,400 

276 

DPR  Construction  |  commercial  contractor 

1,582 

320 

Buffets  |  restaurants 

1,388 

277 

American  Tire  Distributors  Holdings  |  tires,  wheels 

1,578 

321 

Barton  Malow  |  commercial  construction 

1.377 

278 

Global  Aero  Logistics9 1  discount  airline 

1,578 

322 

ICC  Industries  |  chemicals,  plastics,  drugs 

1,365 

279 

SSA  Marine  |  marine,  rail  cargo  terminals 

1.578e 

323 

Education  Management  |  post-secondary-school  education 

1.364 

280 

AG  Spanos  Cos  |  commercial,  residential  construction 

1,575e 

324 

Les  Schwab  Tire  Centers  |  tire  stores 

1,360e 

281 

K-VA-T  Food  Stores  |  Food  City,  Super  Dollar  stores 

1,569 

325 

Great  Lakes  Cheese  |  cheese 

1,350 

282 

Vought  Aircraft  Industries  |  aerospace  subassemblies 

1.551 

326 

Sierra  Pacific  Industries  |  lumber  products,  windows 

1,350e 

283 

Knowledge  Learning  |  early  childhood  care,  education  centers 

1,550e 

327 

Dunavant  Enterprises  |  cotton  merchant 

1.346 

284 

David  Weekley  Homes  |  home  building 

1,544 

328 

MediaNews  Group  |  newspapers 

1,330 

285 

LL  Bean  |  sporting  apparel  retailer 

1,540 

329 

New  Balance  Athletic  Shoe  |  athletic  shoes,  apparel 

1,325e 

286 

Pella  |  windows,  doors 

1,530e 

330 

Bain  81  Co  |  consulting 

1,310e 

287 

BE81K  |  engineering,  construction  services 

1,525 

331 

Bead's  |  department  stores 

1,310 

288 

Dart  Container  |  plastic  cups,  food  containers 

1,505e 

332 

Jones  Day  |  law  firm 

1,310e 

289 

Cook  Group  |  surgical,  medical  products 

1,500e 

333 

Austin  Industries  I  commercial  construction 

1,308 

290 

Guthy-Renker  |  infomercials,  direct  marketing 

1,500e 

334 

Big  Y  Foods  |  supermarkets 

1,300 

291 

International  Specialty  Products  |  specialty  chemicals 

1,500 

335 

Mercedes  Homes  |  residential  home  building 

1,300e 

292 

Ma  Labs  |  computer  equipment  distributor 

1,500 

336 

Printpack  |  wrappers,  flexible  packaging 

1.300 

293 

Newegg.com  |  computer,  electronics  e-retailer 

1.500 

337 

Concentra  Operating  |  health  cost  containment  services 

1,299 

294 

Plastipak  Holdings  |  plastic  containers 

1,492 

338 

ASI  |  computer  equipment,  software  distributor 

1,290 

295 

William  Lyon  Homes  |  home  builder 

1,492 

339 

Honickman  Affiliates  |  soft  drink  bottler 

1,280e 

296 

Camac  International  |  oil,  gas  driller,  producer,  trader 

1,490 

340 

Gate  Petroleum  |  convenience  stores,  resorts,  real  estate 

297 

GNC  |  vitamin,  nutritional  product  stores 

1,487 

341 

Rooney  Holdings  |  construction,  electronics,  real  estate 

1.2752 

298 

ContiGroup  Cos  |  poultry  pork,  milling 

1,481 

342 

Wirtz  |  liquor  wholesaler,  real  estate,  sports 

1,275e 

See  footnotes  on  page2f)2  .  .  •  For  more  information,  go  to  www.forbes.com/private 
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TODAY 

I  MQN  TUE  WED  THU  FRI  SAT  SUN  Date 


SCHEDULE 


Cqll  oqb  CWope  ff  comes) 


(rem  ewi\?e/"    -tetke  ot>f  (qp-tep) 
FIiqVi4-  (Vvn'cWle  se<=tf) 

 _T<alls  asleep  on  shoulder 

Q-f-  on  U^diing  sj-np  -for  In  ours 

2  fcj^h  4-d  Mee-hV\q 

3  fre^en-t-  -for-  halt1  hour 

Uose  -feeling  in  legs 
Taxi  h<>we  (bring  enough  cos\i) 

Unpack 


Do  More.  Travel  Less. 


3.00  ?re^e<nl"  -r-o 
^a\US  office 


Don't  waste  time,  money  and  energy  traveling  to  a 
meeting.  With  GoToMeeting  you  can  have  unlimited 
online  meetings,  presentations  and  demonstrations 
with  anyone,  anywhere  -  right  from  your  computer. 
So  you  can  do  more,  and  travel  less. 

Try  GoToMeeting  FREE  for  30  days. 

GoToMeeting 

gotomeeting.com/forbes 


PRIVATE  COMPANIES 


•07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY  !  BUSINESS 

REVENUES 
2006  ■ 
(SMIL) 

1  '07 

UNDER  $4  BILLION  IN  REVENUES 

COMPANY  |  BUSINESS 

REVENUES 
2006 
(SMIL) 

343 

Freeman  i  trade  show  services 

1,268 

384 

Gould  Paper  |  paperboard,  paper  distributor 

1.145 

344 

Foodarama  Supermarkets  |  supermarkets 

1,256e 

385 

Kirkland  &  Ellis  |  law  firm 

1.145e 

345 

Remy  International  |  electrical,  transmission,  motor  parts 

1,256 

386 

Goss  International  |  printing  equipment 

1.140  ; 

346 

Thorntons  |  gas  stations,  convenience  stores 

1.253 

387 

Aff  inion  Group  marketing  services 

1,138 

347 

Associated  Materials  |  vinyl  siding,  windows 

1.250 

388 

Drees  Co  |  home  building 

1.118 

348 

Dawn  Food  Products  |  bakery  supplies,  equipment 

1,250 

389 

TeamHealth  |  physician-staffing  services 

1,107 

349 

PC  Richard  &  Son  |  appliance,  consumer  electronics  retailer 

1,250 

390 

Bartlett  &  Co  |  grain  merchandising,  storage 

1,100 

350 

Michael  Foods  |  liquefied  eggs,  refrigerated  foods 

1.247 

391 

Brookshire  Brothers  |  supermarkets 

1,100e 

351 

Sidley  Austin  |  law  firm 

1,246 

392 

Genmar  Holdings  |  recreational  boats 

1,100 

352 

Indalex  |  aluminum  extrusion 

1.242 

393 

RGIS  Holdings  |  inventory  retail  services 

1,100e| 

353 

GSC  Enterprises  |  food  distributor 

1.234 

394 

Steve  &  Barry's  University  Sportswear  |  retailer 

1,100e| 

354 

Schottenstein  Stores  |  furniture  manufacturer,  retailer 

1,225c 

395 

Swagelok  |  valves,  fittings,  fluid-system  products 

1,100e| 

355 

Cinemark  USA  |  movie  theaters 

1,220 

396 

Wells'  Dairy  |  frozen  desserts,  yogurt 

1.100 

356 

Suffolk  Construction  |  general  contractor 

1,220 

397 

Williamson-Dickie  Manufacturing  |  work  wear,  casual  wear 

1,1  OOe 

357 

Topa  Equities  |  beverage  distributor,  insurance 

1.213 

398 

Keane  |  business  services 

1.0981 

358 

Euramax  International  |  metal,  fiberglass  fabricator 

1.210 

399 

Appleton  Papers  |  paper,  paper  products 

1.087 

359 

Advanced  Drainage  Systems  |  plastic  pipe  manufacturer 

1.200 

400 

McKee  Foods  |  Little  Debbie  and  Sunbelt  snacks 

1,086 

360 

Beaulieu  of  America  Group  |  carpets,  carpet  yarns 

1,200e 

401 

Mayer  Brown  |  law  firm 

1,084 

361 

Gateway  Health  Plan  |  health  care  provider 

1,200e 

402 

Lifetouch  |  portrait,  studio  photography 

1,081ei 

362 

Micro  Electronics  |  IT  retailer 

1.200e 

403 

Plastech  Engineered  Products  |  plastic  auto  parts 

1.070ei 

363 

North  Pacific  Group  |  wood,  building  materials  wholesaler 

1,200 

404 

Samsonite  |  luggage 

1.070 

364 

SavaSeniorCare  |  nursing,  assisted  living  centers 

1.195e 

405 

Shapell  Industries  |  home,  office,  mall  builder 

1,070ei 

365 

Ash  Grove  Cement  |  cement,  concrete,  aggregates 

1.190 

406 

MWH  |  engineering,  construction 

1.067 

366 

Goya  Foods  |  Hispanic  foods 

1,190e 

407 

Marc  Glassman  discount  drug  chain 

1,060ei 

367 

MTD  Products  |  lawn  mowers,  outdoor  power  equipment 

1.188e 

408 

Bally  Total  Fitness  |  health,  fitness  centers 

1,059 

368 

Visant  j  marketing,  publishing  services 

1.187 

409 

Weil,  Gotshal  &  Manges  |  law  firm 

1,050 

369 

White  &  Case  |  law  firm 

1,185 

410 

Forever  21  |  clothing  retailer 

1,045 

370 

Sutherland  Lumber  |  home  improvement  stores 

1,181e 

411 

Minyard  Food  Stores  |  supermarkets 

1,044e 

371 

Boscov's  |  department  stores 

1,174 

412 

Crete  Carrier  |  trucking 

1,040el 

372 

Roseburg  Forest  Products  j  building  materials 

1,174e 

413 

Orgill  |  home  improvement  hardware  distributor 

1,036 

373 

Kimball  Hill  |  residential  builder,  developer 

1.172 

414 

Pacific  Coast  Building  Products  |  building  materials 

1,036 

374 

Deseret  Management  |  insurance,  TV,  radio,  real  estate 

1.171e 

415 

Inserra  Supermarkets  |  supermarkets 

1,028 

375 

NCO  Group  |  business  outsourcing  services 

1,170 

416 

Key  Safety  Systems  |  auto  safety  systems,  components 

1,025 

376 

Bozzuto's  |  food  wholesaler,  supermarkets 

1,168e 

417 

ClubCorp  |  private  clubs,  resorts 

1,018 

377 

Nypro  |  plastic  molding  equipment,  services 

1.168 

418 

Stewart's  Shops  |  upstate  NY,  VT  ice  cream  stores 

1.014ei 

378 

24  Hour  Fitness  Worldwide  |  health,  fitness  centers 

1.161 

419 

BrandsMart  USA  |  consumer  electronics  retailer 

1.0002 

379 

Pliant  |  film,  flexible  packaging  materials 

1.159 

420 

Columbia  Forest  Prods  |  wood  veneers,  plywood 

1,000 

380 

Alsco  |  linens,  uniforms 

1.156 

421 

Hampton  Affiliates  |  lumber 

1,000 

381 

Ritz  Camera  Centers  |  photography,  boat  stores 

1.150e 

422 

Interstate  Battery  Systems  of  America  |  auto  batteries 

1,000 

382 

Warren  Equipment  |  sales  .rental,  lease  construction  equipment 

1.150* 

423 

Safety-Kleen  Systems  |  waste,  chemical,  collector,  recyder 

1,000 

383 

Laureate  Education  |  for-profit  education 

1,146 

424 

Utility  Trailer  Manufacturing  |  truck  trailers 

I.OOOei 

Revenues  exclude  excise  taxes  where  applicable,  public  subsidiaries  and  sales  from  discontinued  operations.  Revenues  are  worldwide  figures.  NA:  Not 
applicable.  »Not  on  last  year's  list,  e:  corbes  estimate.  'Pro  forma  figure.  'Company-provided  estimate.  'Announced  plans  to  go  public.  "Paul  Boyer  is  vice 
chairman  and  co-CEO.  5M.  Jude  Reyes  Is  cochairman.  6Steve  Van  Andel  is  chairman  and  co-CEO.  'Result  of  merger  of  Republic  Distributing  and  National 
Distributing.  8Red  Man  Pipe  &  Supply  and  Mclunkin  scheduled  to  merge.  'Formerly  ATA  Holdings. 
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Curbing 

Childhood  Obesity 

in  Economic  Issue 

By  Leila  Zogby 


ml6  works: 


tie  increasing  rate  of  obesity  among  children  in  the  U.S.  may  not  seem 
;  first  glance  like  a  serious  business  issue,  but  take  a  closer  look. 


)bese  children,  like  obese  adults,  are  at  greater  risk  for 
eloping  chronic  illnesses  such  as  diabetes  that  are 
tensive  to  treat  and  hurt  worker  productivity.  Population 
rids  for  the  next  five  decades  indicate  a  slowing  work- 
ze  growth  rate.  We  may  be  headed  for  a  scenario  in  which 
rkers  are  in  short  supply  and  are  not  healthy  enough  to 
productive. 

Tie  evidence  of  health  risks  linked  to  being  overweight  or 
se  is  compelling.  The  Centers  for  Disease  Control  and 
vention  (CDC)  cite  research  showing  that  in  a  population- 
ed  sample  of  5-to-17-year-olds,  nearly  60%  of  overweight 
idren  had  at  least  one  cardiovascular  disease  factor, 
n  reviewing  the  long-term  risks  of  childhood  obesity,  The 
titute  of  Medicine  of  the  National  Academies  reported 
t  for  children  born  in  the  U.S.  in  2000,  the  lifetime  risk 
seing  diagnosed  with  type  2  diabetes  at  some  point  in 
ir  lives  is  estimated  to  be  30%  for  boys  and  40%  for  girls. 
Vhile  the  rise  in  consumption  of  prepared  foods  high  in 
5  and  sugars  is  one  contributing  factor  to  the  obesity 
blem,  lack  of  physical  activity  is  another.  Daily  partici- 
ion  in  school  physical  education  among  adolescents 
pped  from  42%  in  1991  to  28%  in  2003,  according  to  the 


iiildhood  Obesity  Facts 

Comparison  of  data  from  two  National  Health  and 
trition  Examination  Surveys  (1976-1980  and  2003-2004) 
iducted  by  the  Centers  for  Disease  Control  and  Prevention 
tional  Center  for  Health  Statistics  found  that: 
»  The  prevalence  of  overweight  children  aged  2  to  5  years 

increased  from  5%  to  13.9% 
>  For  those  aged  6  to  11,  the  rate  went  from  6.5%  to  18.8% 
»  For  those  aged  12  to  19,  the  prevalence  increased  from 

5%  to  17.4% 


CDC.  In  addition,  less  than  one-third  (28%)  of  high  school 
students  meet  currently  recommended  levels  of  physical 
activity.  Children  are  eating  more  and  moving  less,  a  sure 
formula  for  the  development  of  poor  adult  lifestyle  habits. 

Poor  Health  Hurts  the  Economy 

Treating  and  managing  chronic  illnesses  cost  money  — 
lots  of  it.  A  2003  study  funded  by  the  CDC  estimated  that 
the  national  costs  attributed  to  overweight  and  obesity 
totaled  $92.6  billion  (2002  dollars).  Approximately  half  of 
these  costs  were  paid  by  Medicaid  and  Medicare. 

The  impact  of  less  healthy  workers  is  significant  as 
well.  In  its  long-term  projections  for  2050,  the  Bureau  of 
Labor  Statistics  (BLS)  predicts  an  annual  labor  force 
growth  rate  of  only  0.6%  for  the  next  40  years.  The  BLS 
further  reports  that  the  16-to-24-year-old  workforce  and 
the  prime-age  workforce  (25  to  54  years)  are  projected  to 
decrease  until  2020  and  to  grow  very  slowly 
after  that.  With  a  smaller  labor  pool,  we 
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Ed  Stack,  Chairman  and  CEO 
DICK'S  Sporting  Goods 

From  Friday  night  football 
games  to  all-day  soccer  tour- 
naments, sports  play  a  vital 
role  in  the  distinct  shape  and 
personality  of  communities  across 
the  country.  By  fostering  pride, 
building  lasting  relationships  and 
teaching  children  fundamental 
values  like  strong  work  ethic  and 
good  sportsmanship,  sports  ener- 
gize and  help  grow  communities  in 
ways  nothing  else  quite  can. 

That's  why,  as  the  nation's  largest 

p 

sporting  goods  retailer,  DICK'S 
Sporting  Goods  is  dedicated  to 
being  a  valuable,  contributing 
member  to  each  and  every  commu- 
nity we  call  home  —  continually 
helping  to  strengthen  the  powerful 
bond  between  sport  and  community. 
Through  everything  from  sponsor- 
ships and  charity  drives  to  team 
discounts  and  special  events,  we 
strive  to  be  a  trusted  resource  that 
our  customers  can  count  on,  time 
and  time  again.  Being  involved  in 
the  communities  in  which  we  do 
business  —  especially  with  the 
kids  in  those  communities  —  has 
always  been  and  always  will  be  a 
fundamental  part  of  who  we  are 
as  a  company. 

www.DicksSportingGoods.com 
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can't  afford  to  lose  workers  to  prevent- 
able illnesses. 

Spurred  by  these  social  and  eco- 
nomic realities,  business  has  begun 
responding  to  the  childhood  obesity 
crisis  and  implementing  corporate 
social  responsibility  initiatives  to 
address  the  challenges. 

Fighting  the  growing  obesity  problem 


among  our  children  will  requi 
coordinated  effort  among  governr 
business,  communities  and  fam 
Considering  that  a  study  cited  b] 
CDC  found  that  80%  of  children 
were  overweight  at  ages  10  to  15 
were  obese  at  age  25,  the  importar 
early  intervention  is  indisputable, 
future  depends  on  it. 


Youth  Soccer  Offers  Fun  and  Fitness 


All  children  over  the  age  of  two  should 
get  at  least  60  minutes  of  moderate  to 
vigorous  exercise  most  (and  preferably 
all)  days  of  the  week,  according  to  both 
the  U.S.  Department  of  Agriculture  and 
the  U.S.  Department  of  Health  and 
Human  Services.  Parents  should  not  rely 
solely  on  their  child's  school  physical 
education  class  to  fulfill  this  goal. 

Soccer  might  just  be  the  answer  for 
parents  looking  to  get  their  kids  active. 
Soccer  can  be  played  by  boys  and  girls  of 
all  ages  and  abilities,  and  has  proven  an 
inexpensive  and  popular  way  to  help 
children  increase  their  level  of  activity. 
According  to  Major  League  Soccer 
(MLS),  some  13  million  children  under 
the  age  of  18  currently  play  soccer  in 
the  U.S.  In  addition,  MLS  reports  that 
soccer  is  the  only  team  sport  to  increase 
in  total  participation  since  1990. 

"Child  health  and  wellness  are  at  the 
forefront  of  our  mission,"  says  JoAnn 
Neale,  executive  vice  president  of  MLS. 
"Through  MLS  W.O.R.K.S.,  our  league- 
wide  community  outreach  initiative,  we 
are  committed  to  providing  a  variety  of 
programs  that  encourage  children  to  be 
active  and  healthy." 

MLS  W.O.R.K.S.  launched  earlier 
this  year  to  address  important  social 
issues  that  affect  young  people.  Along 
with  health  and  wellness,  its  focuses 


are  education,  respect,  fair  play, 
ership,  human  rights  and  diversit 

Major  League  Soccer  also  par 
with  renowned  doctors  and  exper 
develop  its  initiatives.  For  exai 
MLS  teamed  with  the  Tufts  Unive 
Friedman  School  of  Nutrition  Sc 
and  Policy  to  develop  Healthy  Hal: 
Snacks™,  a  nutritional  guide  for 
ents,  coaches  and  young  soccer  pla 
According  to  Christina  Econo 
Ph.D.,  the  New  Balance  Chai 
Childhood  Nutrition  at  Tufts  Univer 
Friedman  School  of  Nutrition  Sc 
and  Policy,  "Adults  should  be  as 
portive  as  they  can  and  make  it  eas 
kids  to  have  fun  and  get  exercise.' 
also  recommends  that  parents  be  a 
of  proper  hydration  and  nutritioi 
active  children. 

Sports  and  other  physical  fit 
activities  can  be  the  foundation  for 
cess  in  life,  especially  when  com! 
with  healthful  eating  habits.  It's  £ 
more  than  just  the  game.  It's  abc 
bright  future  for  the  next  generatic 


To  download  nutrition  information 
parents,  coaches  and  young  athleti 
visit  Healthy  Halftime  Snacks™  a 
http://web.mlsnet.com/mis/progran 
mls_works/programs/hhs/. 
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Street  Pariah 


Merrill  Lynch  is  the  favorite  Wall  Street  whipping  boy  right  now, 
but  lets  not  forget  BEAR  STEARNS  (113,  BSC).  After  all,  this  was 
the  firm  whose  two  hedge  funds  imploded  so  spectacularly 
this  summer.  Bear's  heavy  exposure  to  mortgage 
securities  and  leveraged  loans  further  damaged  third- 
quarter  earnings.  Among  other  investment  banks,  it 
is  the  runt,  with  a  return  on  equity  of  18%,  versus  21% 
to  32%  for  the  others. 

The  longtime  rap  on  Bear:  It  isn't  well  diversified, 
preferring  to  focus  on  fixed-income  securities.  Given 
the  credit  meltdown,  that  focus  seems  dumb.  But  note 
that  after  the  1 990s'  roaring  stock  market  went  wrong, 


Stock  price 


Bears  concentration  made  it  look  pretty  good.  The  cycle  will  turn  again. 
Meanwhile,  Bear  has  sufficient  capital  to  weather  any  storms. 

James  Cayne,  73,  Bear  Stearns'  grizzled  chief,  is  a  master  bridge 
player.  His  card-table  patience  and  strategic  sense  have  guided  the  firm 
through  previous  imbroglios,  such  as  its  1999  federal  fine  for  providing 
back-office  services  for  penny-stock  scam  house  A.R.  Baron.  While 
Bear  will  face  lawsuits  up  ahead,  Richard  Roth,  a  securities  lawyer  and 
the  kind  of  guy  an  angry  investor  would  sic  on  Bear,  says:  "If  anyone 
knows  how  to  get  out  of  this,  it's  Bear  Stearns." 

The  stock  has  tumbled  from  its  May  high  of  $158.  Susan  Katzke  at 
Credit  Suisse  is  one  of  the  few  analysts  with  a  favorable  rating.  At  a 
trailing  price/earnings  multiple  of  10,  Bear  is  cheaper  than  rivals  at 
around  15.  — Klaus  Kneale 


Sailing  Away 


With  worldwide  shipping  rates  at  an  alltime 
high,  a  big  payday  is  on  the  horizon  for 
SEASPAN  (32.  SSW).  Headquartered  in 
Vancouver  and  Hong 
Kong,  this  outfit  rents 
out  container  ships  to 
shipping  businesses.  In 
September  Seaspan 
leased  eight  ships  to 
Cosco,  Asia's  largest 
shipping  line,  for  $1.9 
billion  over  12  years. 

Seaspan  currently  owns  29  vessels  and 
plans  to  double  the  size  of  its  fleet  within 
the  next  four  years.  China  accounts  for 
one-third  of  global  container  volume,  and 
Seaspan  is  ideally  situated  to  ride  the 
wave,  says  Lincoln  Werden  of  H.G. 
Wellington.  Seaspan's  chief,  Gerry  Wang, 


was  educated  at  the  Shanghai  Maritime 
Institute,  and  the  company's  largest 
customer  is  China  Shipping,  the  state- 
owned  shipping  conglomerate. 

Seaspan  benefits  from  robust  earnings 
growth,  although  the  company's  first  three 
quarters  had  a  two-thirds  drop  to  $9.6 
million  because  of  currency  swaps  that 
went  wrong. 

With  a  P/E  of  28,  Seaspan  is  pricey 
compared  with  Greek  rival  Danaos,  at  17. 
But  a  superior  growth  rate  and  a  better 
China  position  make  Seaspan  the  best 
choice,  says  Werden.  It  pays  a  6%  annual 
dividend.  — Zack  O'Malley  Greenburg 

Polluted 

Green  is  good,  right?  It  certainly  has  been 
good  for  FUEL  TECH  (30,  FTEK),  a  pollution 
abatement  firm  that  has  enjoyed  a  huge 
stock  run-up  since  2005. 


The  company  trades  at  157  times 
earnings.  One  key  product  uses  a  chemical 
treatment  to  disintegrate  slag  in  utility 
boilers,  making  them  more  efficient.  Bui 
General  Electric  has  debuted  a  cheaper 
alternative,  says  Jesse 
Herrick  of  Merriman 
Curhan  Ford.  Another 
big  seller  zaps  nitrogen 
oxide  that  power  plants 
emit.  Rivals,  though, 
have  more  effective  sys- 
tems, albeit  pricier.  Util- 
ities prefer  the  better 
versions.  Fuel  Tech's  gross  margin  for  now 
is  a  nice  40%. 

Fuel  Tech's  Wall  Street  popularity  stems 
from  the  widespread  belief  that  it  owns  the 
slag-busting  market,  Herrick  says.  But  mighty 
GE  is  coming  on  strong.  Short  overpriced 
Fuel  Tech.  —Larry  Light 
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"if"  your  money 
as  to  last  and  last. 


Retirement.  Let's  make  the  most  of  it. 

"here's  a  mighty  big  "if"  in  each  of  our  lives  and  it  has  to  do  with  retirement.  "If"  you  want  to  protect  what  you've  worked  so 
iard  to  accumulate,  you  need  the  right  partner.  As  a  leader  in  individual  insurance  and  employee  benefits,  MetLife  helps  you 
nap  out  a  smooth  transition  from  work  to  retirement  and  beyond.  Starting  with  your  existing  coverage,  our  representatives 
vork  with  you  to  create  your  personal  retirement  safety  net.  Protecting  retirements  for  over  100  years,  MetLife  has  the  expertise 
ind  financial  strength  to  make  guarantees  for  the  "if"  in  life. 


Call  1-888 -Met Life  or  visit  our  new  website: 
www.metlife.com/retirement 


MetLife 


Guarantees  for  the  if  in  life! 


® 


Suarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and 
mitations  and  the  insurer's  claims-paying  ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166.  MetLife  Investors  USA 
nsurance  Company,  Irvine,  CA  92614.  ©2007  MetLife,  Inc.  PEANUTS  ©UFS,  Inc.  L04076634(exp0408)MLIC-LD 


Stock  Trends 


Laszlo  Birinyi  Jr. 


that  results  in  boneheaded  trades.  If  the  stock  market  makes  pag 
one  of  the  New  York  Times,  it  is  almost  invariably  because  it  ha 
a  bad  day  (such  as  July  26,  when  the  S&P  500  fell  2.4%,  and  Oc 
19,  down  2.6%);  comparably  good  days  (like  Aug.  29,  up  2.1% 
are  relegated  to  the  business  section. 

Small  wonder  that,  in  times  of  stress,  the  media  turn  to  th 
bears  and  trumpet  their  acumen  without  providing  perspectiv 
In  2000  the  economist  Robert  Shiller  was  congratulated  for  h 
bearish  posture.  Well,  he  had  been  playing  that  tune  for  sorr 
years.  Those  who  had  taken  his  advice  to  unload  stocks  in  1 99 
or  1996  missed  a  lot  of  appreciation  and  had  nothing  to  sell  fi\ 
years  later.  In  a  debate  at  the  Forbes  CEO  conference  in  the  fall  c 
2002,  near  a  market  bottom,  Shiller  was  still  bearish. 

Todays  speed-of-light  derivatives,  in  the  wrong  hands,  ai 
accidents  waiting  to  happen.  Slicing  subprime  mortgages  int 
various  classes  of  risk  and  packaging  them  into  bonds  works  wel 
I'm  sure,  in  the  laboratory.  In  the  real  world  mortgages  defaul 
and  mortgages  of  folks  with  shaky  finances  default  the  most. 
This  reminds  me  of  how  I  got  burned  back  in  1994  when 

purchased  a  put  warrant  on  th 
Hong  Kong  index.  That  mark 
went  down  30%,  and  my  pi 
should  have  gone  in  the  oppc 
site  direction.  The  instrumer 
was  badly  constructed,  thougl 
and  it  dropped,  too.  Nowaday 
problems  like  that  hav 
multiplied. 

The  current  market  realil 
of  near  instantaneous  informs 
tion  and  execution  is  not  goin 
to  change.  We're  not  returnin 
to  paper  trading  tickets  an 
leisurely  perusings  of  Wa 
Street  Journal  stock  tables.  So  my  advice  is,  the  next  time  the  mai 
ket  as  a  whole  or  an  individual  stock  moves  suddenly,  don't  rea< 
by  reflex.  Use  the  information  tools  we  have  to  try  to  find  oi 
what  really  has  happened. 

As  always,  figuring  out  the  good  stocks  long  term  will  ser\ 
you  best.  Let  me  put  in  a  good  word  for  Polo  Ralph  Lauren  (6! 
RL).  I  am  not  a  big  fan  of  so-called  market  telltales,  such  as  hen 
lines,  Super  Bowl  winners  or  magazine  covers.  Company  founde 
Lauren  appeared  on  three  magazine  covers  (including  ForbesLifi 
earlier  this  year,  which  according  to  market  lore  means  the  stoc 
has  peaked.  Sure  enough,  it  has  slipped  35%  from  its  June  higl 
Expensive  acquisitions  and  a  general  downdrift  in  retail  stock 
are  to  blame.  But  its  brands,  such  as  Polo  and  Chaps,  have 
special  allure  that  make  it  a  good  stock  to  hold. 

I'm  also  high  on  CVS  Caremark  (41,  CVS),  the  well-run  dru£ 
store  chain.  If  the  economy  is  indeed  slowing,  then  this  showcas 
noncyclical  should  hold  up  well. 

well-known  tendency  to  emphasize 

the  negative  often  feeds  market  sen-  I  ljas^0  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn.-based  financial  consulting 

timent,  pushing  the  emotionalism 


MURPHY'S 
MOUSE  CLICK 


■  N  THE  OLD  DAYS,  WHEN  A  PIECE  OF  NEWS  GAVE  PEOPLE 
I  the  jitters,  they  would  reach  for  the  phone  to  place  a  sell 
I  order.  They  had  a  little  time  to  ponder  what  they  were 
I  doing.  Nowadays  they  make  the  trade  with  a  mouse  click. 
I  The  potential  for  buying  and  selling  panics  is  much  greater. 
Turbulence  is  now  a  function  of  Internet  speed. 

I'm  talking  about  trades  that  have  zero  to  do  with  fundamen- 
tals or  macroeconomics.  One  term  for  it  is  "systemic  risk." 
Another:  Murphy's  Law  by  mouse  click. 

Trading  accidents,  where  someone  places  a  big  order  he 
didn't  mean  to,  are  increasing.  On  June  28,  for  example,  traders 
erroneously  entered  purchase  orders  for  AT&T,  Jefferies  Group 
and  Wyeth  stock  at  50  to  100  times  their  normal  volumes.  Shares 
in  the  telecom  company,  the  brokerage  firm  and  the  drugmaker 
were  set  to  rocket  before  a  New  York  Stock  Exchange  floor 
specialist— that  is,  an  old-fashioned  human  being  with 
observation  and  judgment  skills— spotted  the  errors.  Trading 
was  halted  on  the  trio  for  hours. 

On  Aug.  1  a  downtrending  market  had  an  abrupt  100-point 
rally  in  the  closing  minutes  for  no  apparent  reason.  Why?  I  have 
been  told  that  a  large  purchase  order  in  an  index  option  was 
entered  for  5,000  contracts  ($800  million  face  value)  instead  of 
50.  Details  aren't  forthcoming,  but  I  can  believe  it. 

And  there's  the  spillover  effect.  On  Oct.  1 1  a  Wall  Street  firm 
lowered  its  revenue  forecast  for  Baidu.com.  In  a  matter  of  min- 
utes Apple  traded  down  $15,  around  10%  of  its  value  then. 
What's  the  connection?  They  both  have  something  to  do  with 
computers.  But  the  relationship  is  tangential  between  a  Chinese 
Internet  company  and  the  maker  of  iPods,  iPhones  and  Macs. 

Unfortunately  these  incidents  have  received  scant  news 
media  attention.  (Exception:  The  Financial  Times  wrote  a  piece 
about  the  halt  in  AT&T,  Jefferies  and  Wyeth.)  Worse,  the  media's 


Too  many 
traders  these 
days  react 
before 
reflecting, 
roiling  the 
market. 


firm.  Web  site:  www.birinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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The  windfall.  What  do  you  do  when  wealth  suddenly  comes  your  way?  Last  year  Morgan  Stanley 
completed  more  than  $720  billion  of  global  Mergers  and  Acquisitions  transactions.  And,  in  the 
process,  helped  owners  and  leaders  of  businesses  both  large  and  small  deal  with  the  consequences 
of  a  sudden  increase  in  personal  wealth.  Whether  you  benefit  from  a  merger  or  the  sale  of  a 
business,  no  one  is  better  suited  to  help  you  think  through  your  opportunities  than  a 
Morgan  Stanley  Financial  Advisor. 


Ask  a  Financial  Advisor  today. 

morganstanley.com/WORLDWISE 


ilof  View  Steve  H.  Hanke 


LATIN 

SINKHOLES 


Whaf  s  going  to 
become  of 
Venezuela  and 
Ecuador  when 
the  commodity 
boom  subsides? 
Probably 
nothing  nice. 


DURING  THE  PAST  FIVE  YEARS  LATIN  AMERICA  HAS 
reaped  the  benefits  of  surging  commodity  prices 
and  low  interest  rates.  Unlike  past  commodity- 
driven  booms,  this  one  has  not  been  accompanied 
by  fiscal  profligacy.  Indeed,  net  public  debt  issuance 
has  declined  sharply,  with  many  countries  buying  back  some  of 
their  outstanding  debt.  Some  have  also  continued  down  the  free- 
market  reform  road  toward  flexibility  and  modernization, 
notably  Colombia,  El  Salvador,  Guatemala  and  Peru. 

But  not  all  of  the  politicians  in  this  region  believe  in  free  mar- 
kets. They  have  turned  back  the  clock.  Venezuela's  President 
Hugo  Chavez  is  the  leader  of  the  negative  reformers.  Following 
his  bad  example  are  Ecuador,  Argentina  and  Bolivia.  Chavez 
came  to  power  in  February  1999;  he  hails  Cuba,  the  largest  open- 
air  prison  in  the  Americas,  as  his  model.  His  revolutions  enemy 
is  the  marketplace. 

According  to  the  World  Bank's  recently  released  "Doing  Busi- 
ness 2008"  report,  Venezuela  is  tied  with  Zimbabwe  as  this  year's 
champion  in  smothering  economic  freedom.  In  terms  of  objec- 
tive measures  concerning  the  ease  of  doing  business,  Venezuela 
sank  from  163rd  to  172nd  out  of  178  countries  covered.  At 
present  high  oil  prices  are  masking  Venezuela's  economic  sins. 
What  happens  when  oil's  price  comes  back  to  earth?  Don't  expect 
any  surge  of  entrepreneurship  to  take  up  the  slack  in  Caracas. 

Oil  prices  have  increased  almost  eightfold  since  Chavez  took 
office  and  now  account  for  90%  of  Venezuela's  exports.  Despite 
that,  Venezuela's  economic  performance  under  Chavez  has  been 
anemic;  its  gross  domestic  product  per  capita  has  grown  at  an 
average  rate  of  only  2%  per  year.  Inflation  has  averaged  34%  a 
year,  the  highest  in  Latin  America. 

When  Chavez  assumed  power  the  bolivar,  Venezuela's 
currency,  was  trading  at  577  per  dollar.  In  February  2003  the 
bolivar  was  pegged  to  the  U.S. 

dollar  at  1 ,600;  in  a  desperate  I^^Ti^^S  Steve  H.  Hanke  is  a  professor  of  applied  economics  at  the  Johns  Hopkins  University  and  a  senior 

,    ,,  lL  '  „.  .      fl      .         jUt^BK^n  fellow  at  the  Cato  Institute  in  Washington,  D.C.  Visit  his  home  page  at  www.forbes.com/hanke. 

hid  to  stop  the  flight  of  hard 


currency,  Chavez  also  put  exchange  controls  in  place. 

These  didn't  stem  Venezuelans'  desire  to  dispose  of  bolivars 
as  rapidly  as  possible.  The  official  rate  now:  2,150  to  the  green- 
back. But  on  the  black  market  the  bolivar  is  worth  64%  less,  6,000 
per  dollar. 

Chavez  plans  to  ring  in  the  New  Year  by  lopping  three  zeros 
off  the  currency  and  issuing  a  "strong  bolivar"  at  the  exchange 
rate  of  2.15  per  dollar.  This  cosmetic  change  won't  alter  anything. 

Ecuador  has  been  the  most  recent  country  to  be  caught  up  in 
Chavez's  Bolivarian  Revolution.  Rafael  Correa,  a  trained  econo- 
mist, was  sworn  in  as  Ecuador's  new  president  on  Jan.  15.  Like 
Chavez,  he  is  very  popular,  and  clever  like  a  fox. 

Since  assuming  office  Correa  has  been  ruthlessly  efficient.  He 
has  completely  sidelined  the  Ecuadoran  Congress  and  pushed 
through  a  popular  referendum  that  approved  the  establishment 
of  a  Constituent  Assembly  to  rewrite  Ecuador's  constitution.  The 
new  constitution  will  be  the  twentieth  since  Ecuador  gained 
independence  in  1830. 

That's  a  neat  ten  times  as  many  as  we've  had,  if  you  count 

the  Articles  of  Confederation 
(1777-89)  as  a  constitution. 
Correa's  objective  is  to  amass 
executive  power,  as  Chavez  has 
in  Venezuela,  so  he  can  do  a 
better  job  of  stomping  out  free- 
market  economics. 

But  Correa  isn't  waiting  for 
the  Constituent  Assembly  to 
change  the  rules.  He  has  already 
instituted  a  de  facto  nationaliza- 
tion of  oil  production  by  raising 
the  state's  share  of  oil  compa- 
nies' profits  from  50%  to  99%. 
One  big  thing  differentiates 
Ecuador  from  Venezuela,  however.  After  a  long  history  of  bad 
money,  Ecuador  abandoned  the  sucre  in  2000  and  replaced  it 
with  the  U.S.  dollar.  Since  then  the  average  GDP  per  capita  growth 
rate  has  been  4.4%,  and  inflation  is  estimated  at  2.1%  for  2007. 
No  wonder  dollarization  has  an  82%  approval  rating. 

To  pull  off  a  Bolivarian  Revolution  in  Ecuador,  Correa  must 
either  dump  dollarization  or  undermine  it.  Given  its  popular 
support,  Correa  won't  attack  dollarization  directly.  Yet  he  has 
started  to  undermine  it  by  proposing  a  1%  tax  on  capital  flows 
into  and  out  of  the  country.  This  form  of  exchange  control  is 
strictly  verboten  under  orthodox  dollarization.  It  is  also  a  very 
worrying  sign;  it  indicates  that  Correa  will  attempt  to  impair 
dollarization,  which  is  the  linchpin  for  the  Ecuadoran 
economy. 

When  the  commodity-driven  boom  abates,  Latin  America's 
economic  sinkholes  will  take  hard  hits.  The  next  round  of  revo- 
lutions and  constitutions  will  not  be  pretty. 
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Goldfish  have  a  memory  span  of  3  seconds. 


Absolute  Return 


OFF  THE  GRID 


ONCE  IN  A  LIFETIME  YOU  NEED  TO  DO  SOMETHING 
improbable  and  difficult.  For  me  this  meant  a  nine- 
day  trek  in  western  Mongolia  in  late  summer.  We 
were  off  the  grid,  with  no  phone,  no  BlackBerry  and 
no  Bloomberg.  My  trip  happened  to  be  during  one 
of  the  market's  most  tumultuous  spells  ever.  And  I  had  no  idea 
what  was  going  on. 

Physical  hardship  and  natural  beauty  can  make  you  forget 
about  the  civilized  worlds  concerns,  like  finances.  The  flying 
was  arduous:  from  New  York  to  Berlin  to  Moscow  to  Ulan  Bator, 
then  another  leg  on  a  small  plane  that  landed  on  a  dirt  strip. 
Two  more  hours  by  jeep  took  us  to  the  foot  of  the  Kharkhiraa 
mountain  range,  where  we  met  our  two  camel  drivers,  two 
horses  and  three  camels. 

We  walked  and  walked  across  empty  and  spectacular  coun- 
tryside, the  air  perfumed  with  wild  sage.  We  never  took  a  shower, 
and  we  slept  inside  pup  tents  every  night.  Temperatures  ranged 
from  10  to  80  degrees  Fahrenheit.  This  was  risky:  Should  you 
break  an  ankle  or  get  appendicitis,  youd  have  a  big  problem. 

The  financial  risk  I  was  running  didn't  worry  me.  As  we 
trudged  along,  my  son  asked  me,  "What  will  you  do  if  the  market 
crashes?"  I  told  him  that  we  had  plenty  of  cash  equivalents — my 
personal  portfolio  when  we  left  was  40%  in  Treasury  bills  and 
60%  in  equities.  So  when  we  returned  I  would  buy  stocks  that 
had  previously  been  too  expensive.  If  the  bond  market  sold  off 
seriously  because  the  Federal  Reserve's  easing  had  reignited  infla- 
tionary fears,  I  would  buy  bonds. 

When  I  returned  and  heard  about  all  the  mayhem,  I  was  alert 
for  opportunities.  The  best  and  cheapest  have  turned  out  to  be 
state  tobacco  bonds,  which  I've  liked  for  a  long  time  (see  my  May 
26,  2003  column).  These  issues  are  backed  by  revenue  from  the 
1998  settlement  in  which  tobacco  companies  agreed  to  raise 
prices  and  hand  over  the  incremental  revenue,  with  states  and 
tort  lawyers  dividing  the  loot.  Not  content  to  let  the  money  flow 
in  slowly,  the  states  borrowed  against  the  future  by  issuing 
revenue  bonds.  These  tax-free  bonds  yield  around  6%,  almost 
two  points  more  than  a  bond  used  to  finance  a  more  respectable 
activity,  like  building  a  school. 


Lisa  W.  Hess 


One  reason  the  bonds  are  cheap  is  that  2007  has  seen  a  raft  o 
new  issues  ($15  billion  face  value),  and  supply  has  exceede< 
demand,  thus  putting  downward  pressure  on  prices.  The  tradi 
tional  buyers  of  tobacco  bonds,  the  high-yield  muni  funds,  hav 
suffered  panic-related  withdrawals  and  lack  the  room  to  add  nev 
issues  to  their  portfolios. 

There  is  some  risk  to  these  bonds,  since  they  are  backe< 
only  by  the  revenue  from  the  tobacco  payout,  not  by  the  taxin; 
power  of  the  state.  Two  things  for  investors  to  worry  aboul 
Antismoking  campaigns  may  have  their  intended  effect,  reduc 
ing  the  flow  of  tobacco  penance  money;  or  upstart  manufactur 
ers  may  find  a  way  to  sell  cigarettes  without  chipping  into  th 
tort  settlement  funds. 

The  best  tobacco  bonds  for  my  money  have  what's  known  a 
a  "turbo"  feature,  as  in  "turbocharged."  These  bonds  have  sinkin; 
funds  that  are  used  to  pay  off  the  bonds  early,  in  20  years  or  sc 
instead  of  the  customary  40.  Who  knows  how  many  smokers  (o 
old-line  cigarette  vendors)  will  be  around  after  2027? 

The  turbo  bonds  therefore  provide  you  with  a  comfort  leve 

The  bonds  without  a  sinkin; 
fund  yield  a  little  more  but  no 
enough  to  make  them  mor 
attractive,  given  the  risk. 

That's  why  with  the  Ohii 
tobacco  bonds,  I  zeroed  in  oi 
one  maturity  with  the  turb< 
feature:  the  Buckeye  Tobacc 
Settlement  Financing  Author 
ity  5.875s  of  June  1.  2047.  Thi 
is  rated  at  the  bottom  end  o 
investment  grade,  Baa3/BBE 
and  priced  at  97  cents  on  th 
dollar.  The  tax-exempt  yield  is 
pretty  decent  6.07%. 
All  tobacco  bonds  factor  in  a  gradual  decline  in  tobacco  dol 
lars,  which  are  calculated  on  how  many  people  are  smoking 
The  Ohio  bonds  use  a  1.8%  yearly  decline  in  consumption.  A 
that  rate,  the  5.875s  of  2047  will  be  redeemed  by  mid-2028 
Even  better,  the  turbo  bonds  could  withstand  an  even  faste 
decline,  up  to  3%  yearly,  and  still  pay  holders  and  retire  th 
bonds  in  2028.  The  revenue  stream  for  these  bonds  is  no\ 
running  at  113%  of  the  debt  service  (including  sinking  fun< 
requirements). 

Other  turbo  tobacco  bonds  I  like:  California's  Golden  Stat 
Tobacco  5.75s  of  June  1, 2047,  at  96,  yielding  6%  to  maturity  an- 
6.08%  to  the  turbo  date  in  2029;  and  the  Tobacco  Settlemen 
Financing  Corp.  of  Virginia  of  June  1,  2047,  at  86,  for  a  5.8s" 
yield  to  maturity  and  6.26%  to  the  turbo  date. 

The  next  time  I  go  to  Mongolia  and  sit  in  a  nomad's  ten 
drinking  fermented  mare's  milk  and  eating  yak  cheese,  I'll  b 
clipping  my  tax-exempt  coupon  and  my  mind  will  be  at  ease. 


Lesson  from  a 
rugged  trek  in 
Mongolia:  The 
summer  panic 
has  given  us 
some  great 
buys — in  state 
tobacco  bonds. 


I  Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager.  Visit  her 
home  page  at  www.forbes.com/hess. 
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NoLoad  Fund*X 
Focus:  Mutual  Funds 


Insightful  Commentary 


rofitable  Picks 


Fort^^2r£i^^  Forties.com  Newsletters  offers  more  ^dent 


Jim  Lowell's  Fidelity  Investor 
Focus:  ETFs,  Mutual  Funds 


than  30  best-of-breed  Investment 
Newsletters. 


Prudent  Speculator  Tech  Value  Repc 
Focus:  Value  and  Tech  Stocks 


mi 


notion  visit 
ewsletters.com 


code 


and  enter  coupon 
when  you  check 


out. 


Forbes  International  Investment  Report 
Focus:  International  Stocks  and  Funds 


Gary  Shilling 


Gary  Shilling's  Insight 
Focus:  Global  Macro-Economic  Trends 


Forbes  Special  Situation  Survey 
Forbes  Growth  Investor 
Focus:  Growth  and  Value  Stocks 


Professional  Timing  Service 
Focus:  Energy  and  Gold  Stocks 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 
fflHHHWlSS5f^TSlf  navin9  a  Picnic  in  the  hills.  Or  a  hunting  trip.  Or  a  snowy 
drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had 
a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV"  _    _  .  ■ 

can  ever  stake  claim  to.  Jeep.com  |  Ollt  111©^.  UCCP 


t No  deductible.  See  dealer  for  a  cop 


Not  available  on.SRT.  diesel  and  certain  fleet  vehicles 
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Kristen  Ulmer,  once  named  among  skiers  most  likely  to  die,  is  scarred, 
still  alive  and  into  Zen  |  By  James  M.  Clash 


DURING  HER  14- YEAR  SKIING 
career  Kristen  Ulmer  was 
voted  one  of  the  ten  skiers  in 
the  world  "most  likely  to  die." 
Jumping  70- foot  cliffs  in  ski 
licks  and  being  the  first  woman  to  ski  down 
Wyoming's  13,771 -foot  Grand  Teton  were 
ust  two  of  her  claims  to  fame. 


Now  41,  she  still  is  involved  with  ath- 
letics, but  in  a  more  spiritual  way.  She  runs 
Ski  To  Live,  a  program  offered  at  three 
Utah  ski  resorts  (including  Snowbird)  that 
uses  Zen  to  teach  students  how  to  master 
fear  and  boost  performance.  Instruction 
consists  of  yoga  sessions,  on-hill  coaching 
and  evening  interactions  with  Zen  master 


Genpo  Roshi.  We  sat  down  with  her  to 
discuss  risk  and  reward. 

Forbes:  What's  the  psychological 
component  of  being  an  athlete? 
Kristen  Ulmer:  Ask  any  self-aware  pro 
and  he  or  she  will  tell  you  that  what  it 
takes,  unquestionably,  is  insecurity. 


IE  ADVENTURER  with  Jim  Clash 


fer  people  who  push  the  limits  in  adventure  and  business,  travel  to 
rdinary  places,  encounter  cars  that  take  speed  to  new  limits  and  more. 

to:  www.forbes.com/adventurer 


Jeep 


jfe_ 


Take  fear.  I  had  a  terrible  fear  of  being 
normal— of  not  being  special  enough  to 
be  lovable.  Then  someone  handed  me  a 
pair  of  skis.  The  better  I  got,  the  more 
people  loved  me.  Jumping  a  50- foot  cliff, 
landing,  then  rocketing  away  at  60  miles 
an  hour  makes  you  feel  damn  good. 

The  crazier  things  got,  the  calmer  I 
became.  The  world  noticed  my  gifts.  I  got 
a  ton  of  attention,  and  people  wanted  to 
pay  me  money.  Yet  all  I  was  doing  was 
expressing  my  demons,  working 
through  fears— not  of  cliffs  or  of 
dying  but  of  not  being  loved. 

Anger  is  also  great.  It's  not 
anger  at  anything  in  particular— 
although  there's  plenty  to  be 
angry  about  in  this  world — it's 
just  anger  directed  into  a  power- 
ful sport.  I  felt  like  a  savage  ani- 
mal ripping  big  hunks  of  meat 
and  howling,  blood  dripping 
down  my  face.  You  don't  ski  very 
well  when  you're  feeling  love, 
or  peace. 


There  is  no  Olympics  for  freeskiing.  I  was 
on  the  U.S.  Ski  Team  for  moguls  in  the 
early  1990s,  but  back  then  you  had  to  be  [a 
100%]  amateur  to  compete.  Think  about 
that— you  either  needed  rich  parents  or 
had  to  work  full-time  and  compete  against 
rich-parents  athletes,  who  can  train  twice 
as  much.  It  was  a  bogus  system. 

But  the  world  was  changing,  and  it 
worked  out  great.  Turns  out  the  media 
didn't  care  so  much  about  the  U.S.  team 


How  did  you  ski  the  Grand 
Teton? 

When  I  first  decided  to  ski  it,  I 
hadn't  realized  that  no  woman 
had  done  it.  We  tried  the  first 
time  with  [the  late]  climber  Alex 
Lowe.  Apparently  no  one  at  that 
time  had  ever  skied  the  Grand 
on  a  first  attempt,  because  once 
you  get  up  there  and  see  what  the 
skiing  is  about— holy  crap— it's 
just  ridiculous.  It's  a  mountain 
without  a  bottom. 

On  my  second  attempt,  as  I 
was  traverse-jumping,  the  snow 
pack  broke.  I  had  to  step  up 
above  the  avalanche  and  shake 
my  lower  leg  out  of  it.  Within  seconds  that 
slide  was  rocketing  100  miles  an  hour 
down,  exploding  off  a  rock  and  disappear- 
ing over  a  2,000-foot  cliff. 

I  think  about  that  experience  now,  and 
it  seems  like  another  world.  Who  was  that 
person?  My  life  is  so  different. 


You  were  ranked 
extreme  freeskie: 
but  you  never  coi 
Olympics.  Why? 


women  s 
ozen  years, 
in  the 


Despite  chunks  missing  from  her  side,  Playboy  wanted  her  to  pose 

but   found   freeskiing    [then  called 
"extreme"  skiing]  intoxicating. 

For  ten  years  I  had  no  competition.  I'd 
stick  the  landings  off  60-footers,  and  the 
next-best  woman  would  crash  on  a  10- 
footer.  I  considered  it  an  insult  to  be  called 
the  best  woman  big-mountain  skier  in  the 
world.  I  wanted  to  kick  the  men's  asses, 
and  sometimes  I  did! 


You  were  in  several  Warren  Miller  and 
Teton  Gravity  Research  flicks.  Describe 


how  reality  differed  from  what  people 
see  on  screen. 
I've  been  in  five  avalanches,  three  caugh 
on  film.  They  look  like  nothing  onscreen 
but  they  were  pure  insanity.  In  two  I  wen' 
from  10  to  60  in  an  instant! 

What  moments  were  scariest? 
Once  I  was  cartwheeling  toward  a  bot- 
tomless crevasse  and  pulled  up  10  feet  sh) 
in  a  burst  of  adrenaline  and  an  interna 
scream  of  "Nooooo!"  I've  alsc 
watched  avalanches  roar  towarc 
me  and  ducked  and  held  m) 
breath  while  they've  poundet 
my  back. 

I  don't  consider  it  a  true 
near-death  experience  unles< 
you  give  up.  If  you  go  limp  ant 
prepare  to  die,  then  you  are  fac- 
ing death. 

I  only  had  one  of  those,  a  fall 
while  rock  climbing.  I  fell  so  fai 
I  thought  my  protection  hac 
pulled  out  and  I  was  headec 
toward  the  ground  150  feet 
away.  There  was  nothing  I  coulc 
do,  so  I  went  limp  and  emittec 
this  weird  guttural  moan, 
bounced  off  a  few  cliffs,  ther 
was  caught  by  my  belayer — mty 
fiance  at  the  time. 

I  couldn't  speak  for  an  houi 
afterward.  All  I  did  was  shake 
and  cry.  I  thought  my  hip  anc 
ribs  were  broken,  and  I  had  £ 
bunch  of  chunks  missing  frorr 
my  left  side.  So  my  fiance  gave 
me  a  muscle  relaxant,  and  the 
searing  pain  went  away  anc 
oddly  never  returned.  We  fin- 
ished the  route.  We  spent  the 
night  on  the  wall  instead  of  get- 
ting me  what  should  have  been  4C 
stitches.  I  have  some  cool  scars  to  show  foi 
that  one. 


I  heard  Playboy  wanted  you  to  pose. 
Why  didn't  you? 

I  would  have,  and  proudly  so.  I  think 
have  a  beautiful  body,  plus  it  would  be  z 
great  way  to  explore  my  feminine  role  ir 
society.  But  I  didn't  because  when  the) 
asked  me  I  was  31,  and  by  age  33  it  stiL 
hadn't  happened.  I  finally  wrote  (bul 
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Daddy's  Little  Girl. . .  Is  Loaded! 


OIL  PRICES 


Ashcan  on  Fire 

A  work  by  George  Bellows  promises  to  set  a  record 
for  American  paintings.  Which  other  "Ashcan"  artists 
might  get  hot?  By  Alan  Farnham 


■ 


■ 


rorbesLsfe 

didn't  pose  in)  an  article  for  Maxim 
on  extreme  athletes.  I  think  Playboy 
was  put  off  by  thai,  and  they  stopped 
calling. 

You're*  41.  Do  you  think  about  having 
children? 

1  gave  that  a  lot  of  thought  and  realize  I 
have  absolutely  no  attachment  to  my 
genetics  or  to  leaving  a  legacy.  That's 
what  Zen  study  does  to  you— collective 
consciousness,  baby.  Everyone  wants  to 
give  birth  to  something,  to  share  their 
gifts  with  the  world— and  having  kids 
is  a  great  way  to  do  that.  But  if  I  had  a 
kid  it  would  be  at  the  expense  of  my 
work.  Ski  To  Live  and  my  other  pro- 
grams are  my  children. 

Tell  us  about  those  "children." 
I  started  Ski  To  Live  because  it  was  the 
type  of  clinic  I  wanted  to  attend.  Funny 
thing,  I  don't  even  remember  deciding 
to  do  clinics.  It's  like  they  were  a  virus 
and  I  was  the  host. 

The  first  [clinic]  was  more  psycho- 
logical than  spiritual,  and  I  thought, 
"This  isn't  it."  Then  I  met  Zen  master 
Genpo  Roshi.  The  first  hour  of  the  first 
clinic  we  did  together  taught  me  more 
about  myself,  and  how  skiing  had 
affected  my  life,  than  my  entire  14-year 
career. 

What's  next? 

To  build  the  Ski  To  Live  concept,  to 
adapt  it  not  just  to  other  sports  but  to 
vocations  and  professions,  so  doctors 
and  lawyers  and  politicians  can  get  a 
glimpse  of  collective  consciousness. 
That's  the  new  American  dream,  isn't 
it?  To  make  a  living  doing  something 
you  love  and  believe  in.  That's  a  bigger 
adrenaline  rush  for  me  than  all  the  ski- 
ing in  the  world.  F 


2008  SKI  TO  LIVE  DATES/CONTACTS 

Snowbird,  Utah  (Jan.  3-6);  800-453-3000 

Park  City,  Utah  (Feb.  28-Mar.  2); 
435-647-5478 

Alta,  Utah  (Apr.  3-6);  801-733-5003 

Prices:  $975  to  $3,700  per  person,  depending 
on  the  resort  and  amenities. 

www.kristenulmer.com 


HIS  PAINTING,"  SAYS  MARC 
Porter,  president  of  Christie's, 
"is  the  definitive  essay  on  the 
U.S.  in  the  first  half  of  the  20th 
century.  It's  big,  brawny,  tough." 


Also  expensive.  Its  estimated  price,  when 
it  goes  up  for  sale  on  Nov.  29  in  New  York 
City,  is  $25  million  to  $35  million.  Any- 
thing over  $27.7  big  ones  will  make  it  the 
priciest  American  painting  ever  sold  at 
auction. 

"Men  of  the  Docks"  (1912)  by  George 
Bellows  belongs  to  the  so-called  Ashcan 
school,  whose  artists  include  Robert  Henri, 
Everitt  Shinn  and  William  Glackens — all  of 
whom  are  represented  in  the  Christie's  sale. 
They  painted  scenes  of  gritty  realism — so 
much  so  that  an  early  critic  dismissed 
them  as  depicting  only  "ashcans  and  girls 
hitching  up  their  skirts." 

The  auction,  which  includes  U.S.  mod- 
ernist paintings,  folk  art  and  sculpture, 
bears  watching  for  three  reasons. 

First,  though  prices  for  American  art  have 
been  strong  and  Christie's  has  been  pump- 


ing Bellows  hard,  no  one  knows  how  or  i 
the  subprime  lending  mess  will  restrain  hedg] 
funders  and  other  potential  buyers.  "It's  a  bi; 
question  mark,"  says  an  observer.  "Bellow 
will  be  read  as  a  barometer." 

Next  there's  the  guessing  game  "Wha 
will  Alice  do?" — Wal-Mart  heiress  Alic 
Walton,  busily  building  her  own  museun 
of  American  art,  Crystal  Bridges  in  Ben 
tonville,  Ark.,  has  been  buying  voracioush 
She  is  known  to  have  kicked  the  Bellow; 
tires  and  those  of  several  other  works  fo 
sale.  "Put  Alice  in  the  mix,"  says  New  Yorl 
dealer  Katherine  Degn,  "and  it's  a  whol 
new  ball  game." 

Finally,  might  a  record  price  lift  th 
boats  of  Bellows'  peers?  That's  iffy,  sal 
experts,  since  a  masterwork  like  "Men  o 
the  Docks"  is  in  a  class  by  itself.  (His  print 
can  be  had  for  $50,000  or  less.)  But  othe 
Ashcanners  who  might  benefit  includ 
John  Sloan,  subject  now  of  a  retrospectiv 
at  the  Delaware  Art  Museum  ("Seeing  th 
City:  Sloan's  New  York,"  through  Jan.  2C 
2008).  It's  the  first  he's  had  in  30  years,  i 
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M0TH1NG  TAKEN  AWAY.  NOTHING  ADDED. 
MAYBE  IT  WAS  PERFECT  TO  BEGIN  WITH. 

What  you're  getting  in  a  bottle  of  Nadurra  is  whisky  that  has  been  distilled  as  it 
has  been  for  many,  many  years,  filled  into  first-fill  American  oak  casks,  matured 
for  16  years,  and  then  taken  from  the  cask  and  put  straight  into  the  bottle  with  no 
dilution  and  no  chill  filtering.  There's  absolutely  nothing  that  gets  in  the  way  of 
the  natural  character  of  the  whisky. 

ecause  Nadurra  is  non-chill  filtered  and  because  it's  natural  strength,  it's  nice  just  to  smell  it  and 
ave  a  little  taste  of  it  as  it  is.  But  I  would  recommend  the  addition  of  a  small  amount  of  water  to 
ick  up  much  more  of  the  overall  flavor  of  the  whisky.  About  1  part  water  to  3  parts  Nadurra  would 
;  the  way  that  I  would  enjoy  it.  But  of  course,  it's  up  to  each  individual.  Whatever  your  preference, 
lope  you  enjoy  drinking  The  Glenlivet  Nadurra  16  Year  Old.as  much  as  I  did  making  it. 


The  Single  Malt 
Itat  Started  It  All 


Ms 


—  Jim  Cryle. 
The  Glenlivet  Master  Distiller 


:  ■ 


:ompany,  Purchase,  NY.  Please  drink  responsibly. 
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The  finest  luxury  crossover  ever! 

Visit  www.buick.com 

^  Jaguar 

The  Jaguar  experience  is  more  than 

owning  a  Jaguar. 

Visit  www.jaguar.com/us 

^5  Mercedes-Benz 

Visist  www.mercedes-benz.com 

^b  Toyota 

For  more  information  on  Toyota's 
investment  in  America  and  our 
commitment  to  the  communities  in 
which  we  do  business,  please  visit 
toyota.com/usa  or  call 
1-800-GO-TOYOTA. 

Business  Classified 

^  America  One  Funding 

Visit  www.AmOne.com/forbes 

^  Capstone  Business  Credit,  LLC 

Call  1-212-755-3636  or  visit 

www.capstonetrade.com 

^  Client  First,  LLC 

Call  1-509-966-0359 

^b  Holiday  Timeshare  Rentals 

Call  1-800-704-0307  or  visit 

www.holidaygroup.com 

^5  How  to  Sell  Your  Real  Estate 

Visit 

www.howtosellyourrealestate.com 

^  Insure.com,  Inc. 

Visit  www.insure.com 

^b  Macromark 

Call  1-845-230-6300  or  visit 

www.macromark.com 

^  Publishers  Guild 

Call  1-877-808-0892  or  visit 

^b  Steven  Sears  CPA/Attorney 

Call  1-949-262-1100  or  visit 

www.searsatty.com 

"  Strong  Travel  Services 
Call  1-800-747-5670 
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^&  Valef  Yachts 

Call  1-215-641-1624  or  visit 

www.valefyachts.com 

^  World  Wide  Business  Consultants 

Call  1-800-733-2191  or  visit 

www.corbettandkish.com 

Computer/Technology 

Tata  Consultancy  Services 
Visit  www.tcs.com 

Consumer  Products/Services 

^  BP  p.l.c. 

BP:  One  of  the  world's  biggest 
energy  companies. 
Visit  www.bp.com 

Coporate  Responsibility 

^b  BP  America 
Visit  www.bp.com/us 

Economic  Development 

-fi  Alabama  Bureau  of  Tourism  8c  Travel 
Call  1-800- ALABAMA  or  visit 
www.alabama. travel 
^b  Alabama  Power  Company 
Visit  www.amazingalabama.com 
Business  Council  of  Alabama 
Call  1-800-665-9647  or  visit 
www.bcatoday.org 
^  EADS  North  America 
Visit  www.eadsnorthamerica.com 
^  HealthSouth  Corporation 
Call  1  -800-765-4772  or  visit 
www.healthsouth.com 
^  Northrop  Grumman 
Visit  www.northropgrumman.com 

Health  Care 

^b  Dicks  Sporting  Goods 

Visit  www.dickssportinggoods.com 

Hotels 

^  Embassy  Suites  Hotels 
Call  1-800-Embassy  or  visit 
www.embassysuites.com 


^  Shangri-La  Hotels  8c  Resorts 
Visit  www.shangri-la.com 

Human  Capital  Management 

^  American  Academy  of  Family 

Physicians 

Visit 

www.familydoctor.org/familydoctor 
^CORT 

Visit  www.CORT.com 
Mercer 

Visit  www.timetocallmercer.com 

Insurance/Financial  Services 

^b  Resources  Global  Professionals 

Call  1-800-900-1131  or  visit 

www.ResourcesGlobal.com 

^b  Transamerica 

Call  1-800-pyramid  or  visit 

www.transamerica.com 

Meetings  &  Conventions 

^b  Austin  CVB 

Call  1-800-926-2282  or  visit 

www.austintexas.org 

^b  Greater  Fort  Lauderdale  CVB 

Call  1-800-356-1662  or  visit 

www.sunny.org 

^b  Hong  Kong  Tourism 

Visit  www.discoverhongkong.com 

Meetln2008 

^b  New  Orleans  CVB 

Call  1-877-393-5828  or  visit 

www.neworleanscvb.com 

^  Orlando/Orange  County  CVB 

Call  1-800-662-2825  or  visit 

www.orlandoconventions.com 

^b  Palm  Beach  County  CVB 

Visit  www.palmbeachfl.com 

Tourism 

^  Singapore  Tourism  Board 
Visit  www.stb.gov.sg 
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HE  TEN  M 

EPENDABLE™ 


Brokers 


•  THE  COMPANIES 
SELECTED  EXCEED 
IE  CRITERIA  BELOW 

Excellent  Client 
References 

20+  Years  Experience 

Current  Insurance 
License  in  Texas 

Unresolved  Lawsuits 
or  Grievances 

Broad  Range 
of  Insurance 
Products  Offered 

Works  With  At  Least 
a  Different  Insurance 
Providers 


Madison  Benefits  Group,  Inc. 

uc.#10172 

5151  San  Felipe,  17th  Floor 
Houston,  TX  77056 

71 3-693-1 669  www.madisonbenefits.net 
Madison  Benefits  Group  is  a  full  service  em- 
ployee benefits  brokerage  and  consulting  firm 
for  the  entire  range  of  health  and  retirement 
plans. 

Talon  Insurance  Agency 

lic.#12066,  11239 
3500  Hwy.  365 
Port  Arthur,  TX  77642 
409-721-6400  www.talonins.com 
Talon  Insurance  Agency  is  an  independent 
agency  providing  multiline  insurance  products 
and  services  associated  with  the  insurance 
and  risk  management  industry. 

Assurance  Insurance  Agency,  Inc. 

______ 

1520  Hwy.  159  West 
Bellville,  TX  77418 
979-413-0000  www.4bizins.com 
A  Trusted  Choice  "  Independent  Insurance 
Agency  specializing  in  business  insurance, 
the  AIA  President  serves  as  a  director  of  the 
National  Society  of  Agents  for  Consumer 
Education. 

Fidelity  Benefits  & 
Insurance  Services,  LLLP 
uc.#1 389254,  16491 
4547  Lake  Shore  Dr. 
Waco,  TX  76710 
866-756-6700  www.fbistx.com 
With  more  than  150  years  of  combined 
experience,  Fidelity  concentrates  on  Disease 
Management,  Network  Analysis,  TPA  Review, 
Benefit  Modeling  and  PBM  Analytics,  in 
addition  to  being  fee-based  Life  &  Health 
Insurance  Counselors. 

Ralph  Simpson 
The  Simpson  Group,  LLP 
lic.#1  234361 

6220  Colleyville  Blvd.,  Ste.  A 
Colleyville,  TX  76034 

81 7-328-3000  www.thesimpsonagency.com 
The  Simpson  Group,  part  of  the  National 
Agents  Alliance  (NAA)  has  as  its  mission  to 
be  the  largest  network  of  financial  service 
professionals  in  the  nation,  specializing  in 
mortgage  protection,  life  and  annuities. 

Benefits  Unlimited,  Inc. 

lic.#6224 

14019  Southwest  Fwy.,  Ste.  340 
Sugar  Land,  TX  77478 

800-236-8309  www.benefitsunlimited.com 
A  full  service  brokerage  and  consulting 
partner,  Benefits  Unlimited  specializes  in 
creative,  custom  employee  benefit  solutions. 
From  design  to  administration,  continued 
support,  expertise  and  personalized  service 
set  Benefits  Unlimited  apart. 

www.themostdependable.com  415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to 
evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of 
the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons 
between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes"  magazine. 


Benefit  Specialists 

lic.#1355859 

820  Gessner,  Ste.  1275 

Houston,  TX  77024 

713-236-3348  www.benefitspecialists.net 
BenefitSpecialists  delivers  industry  leading 
employee  benefits  to  independent  thinkers 
looking  for  a  competitive  edge. 

Ashmore  &  Associates 
Insurance  Agency,  LLC 
uc.#1410140 
6102  82nd  St.,  #6 
Lubbock,  TX  79424 

806-745-8358  www.ashmoreassociates.com 
A  full  service  independent  agency,  Ashmore  & 
Associates  leverages  more  than  four  hundred 
years  of  collective  experience  to  provide 
exceptional  planning  services,  products  and 
client  support  tools. 

Insurepointe  of  Texas,  Inc. 
uc.#4103,  4105 
2909  Hillcroft,  Ste.  600 
Houston,  TX  77057 

713-964-0022  www.insurepointe.com 
Since  1972,  Insurepointe  has  provided  its 
clients  with  a  competitive  edge.  As  a  "Trusted 
Choice "  "  broker,  capabilities  exist  to  under- 
write all  insurance  needs  for  their  clientele. 

Global  Benefit  Solutions,  Inc. 

uc.#11778 

8716  N.  MoPac  Expy.,  Ste.  200 
Austin,  TX  78759 
512-533-9936 

www.globalbenefitsolutions.com 
Global  Benefit  Solutions  provides  insurance 
consulting,  brokerage  and  administrative 
services  to  employer  groups,  associations, 
brokers,  consultants  and  individuals  through- 
out the  U.S.  and  abroad. 


MARKETPLACE 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


s 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:   □  Heart  Disease   □  Cancer  □  Diabetes   □  Stroke   □  Other 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Siiite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  11/07 


NOTE.  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  ww.v  naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright©  1984-2007  lnsure.com,  Inc.  All  rights  reserved  CA  agent  #0A13858 
LA  agent  #200696,  MA  '09159.  Insure.com,  Inc  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  lnsure.com,  Inc.  DBA 

lnsure.com  Insurance  Services.  Inc.  in  UT  under  agent  #90093. 
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For  Marketplace,  call  888-305-68 


Back  in  1933,  the  single  most  important 
watch  ever  built  was  engineered  for  a 
quiet  millionaire  collector  named  Heniy 
Graves.  It  took  over  three  years  and  the  most 
advanced  horological  technique  to  create  the 
multifunction  masterpiece.  This  one-of-a-kind 
watch  was  to  become  the  most  coveted  piece 
in  the  collection  of  the  Museum  of  Time  near 
Chicago.  Recently  this  ultra-rare  innovation 
was  auctioned  off  for  the  record  price  of 
$1 1,030,000  by  Sotheby's  to  a  secretive 
anonymous  collector.  Now  the  watch  is  locked 
away  in  a  private  vault  in  an  unknown  location 
We  believe  that  a  classic  like  this 
should  be  available  to  true  watch 
aficionados,  so  Stauer  replicated 
the  exact  Graves  design  in  the 
limited  edition  Graves  '33. 

The  antique  enameled  face  and 
Bruguet  hands  are  true  to  the 
original.  But  the  real  beauty  of 
this  watch  is  on  the  inside.  We 
replicated  an  extremely  compli- 
cated automatic  movement  with 
27  jewels  and  seven  hands.  There 
are  over  210  individual  parts  that 


27 jetrels  and  210 
hand-assembled 
parts  drive  litis 
classic  masterpiece. 


are  assembled  entirely  by  hand  and  then  tested 
for  over  1 5  days  on  Swiss  calibrators  to  ensure 
accuracy.  The  watches  are  then  reinspected  in 
the  United  States  upon  their  arrival. 

What  makes  rare  watches  rare? 

Business  Week  states  it  best. .  ."It's  the  complica- 
tions that  can  have  the  biggest  impact  on  price." 
(Business  Week,  July,  2003).  The  four  interior 
complications  on  our  Graves™  watch  display 
the  month,  day,  date  and  the  24  hour  clock 
graphically  depicts  the  sun  and  the  moon.  The 
innovative  engine  for  this  timepiece  is  powered 
by  the  movement  of  the  body  as  the  automatic 
rotor  winds  the  mainspring.  It  never 
needs  batteries  and  never  needs  to  be 
manually  wound.  The  precision 
crafted  gears  are  "lubricated"  by  27 
rubies  that  give  the  hands  a  smooth 
sweeping  movement.  And  the  watch 
is  tough  enough  to  stay  water  resistant 
to  5  atmospheres.  The  movement  is 
covered  by  a  2-year  warranty. 

Not  only  have  we  emulated  this 
stunning  watch  of  the  1930s  but  just  as 
surprising,  we've  been  able  to  build  [his 
luxury  timepiece  for  a  spectacular  price. 


The  face  of  the 
original  )930$ 

Graves  timepiece 
from  (he 

Museum  of  Time 


Many  fine  27-jewel  automatics 
that  are  on  the  market  today 
are  usually  priced  well  over 
$2,000  dollars,  but  you  can 
enter  the  rarified  world  of  fine 
watch  collecting  for  under 
$100.  You  can  now  wear  a 
millionaire's  watch  but  still 
keep  your  millions  in  your  vest 
pocket.  Try  the  handsome  Graves  '33  timepiece 
risk  free  for  30  days.  If  you  are  not  thrilled  with 
the  quality  and  rare  design,  please  send  it  back 
for  a  foil  refund  of  the  purchase  price. 

Not  Available  in  Stores 

Call  now  to  take  advantage  of  this 
limited  offer. 

Stauer  Graves  ™  33  Wristwatch  '  $99  +S&H 
or  3  credit  card  payments  of  $33  +s&h 

800-859-1736 

Promotional  Code  GRV665-04 

Please  mention  this  when  you  call. 

To  order  by  mail,  please  call  for  details. 

14101  Southcross  Drive  W., 
Dept.  GRV665-04 
Burnsville,  Minnesota  55337 


Suuer 


J;or  fastest  service,  call  toil-free  24  hours  a  day  800-859-1736  £3  Hi  t^l 
Visit  us  onlitw  at  u  u  u.Stauer.com  jar  the  complete  line  of  Stauer  Watches.  Jewelry  and  Collectibles 
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For  Marketplace,  call  888-305-6830 


orbes  marketplace 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 


Direct  Mail  *  Email 


MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE 


www .  maeroma  rk .  co  m 


Macrorac^r 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


We  See  Your  Success 


Forbes 


Subscriber  Service 


anrtialsales  15%  or  more 
jkVbillion  dollars  in  transactions 


Purchase  Order  Fine:; 
Domestic  &  Intematio 


i  wm 

!  Letters  of  Credit 

rctj  Receivable  Factoring 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservic6 

or  call. ..800-888-9896 
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For  Marketplace,  call  888-305-68 


brbes  marketplace 


NASDAQ  OTCBB:  HYBT 

The  Emerging  Global  Leader  in 
Zero-Emissions  Vehicles! 


TFOLIO 
LOGIES... 


THE  HYBRID  ELECTRIC  CAR  MARKET  IS  SURGING! 
MORE  THAN  $30  BILLION  IN  GLOBAL  SALES  IN  2005 
EXPECTED  TO  GROW  730%  BY  2015! 


HYBT  —  A  COMPANY 
ABOUT  TO  TAKE  OFF! 

Hybrid  Technologies  (OTC  BB:  HYBT) 
provides  lithium-powered  electric 
products  to  NASA,  the  EPA  and  the  U.S. 
Navy.  Now  their  zero-emissions  electric 
cars  are  poised  to  revolutionize  the 
auto  industry! 

Independent  analyst  Victor  Sula,  Ph.D. 
of  Beacon  Equity  Research  expects 
HYBT's  share  price  to  increase  164%! 
—  to  a  target  price  of  S5.12/share.  On 
October  3,  2007,  Dr.  Sula  wrote: 
"HYBT  has  recorded  sizable  year-over- 
year  revenue  growth  in  the  past  three 
quarters....  The  Company  is  poised  to 
commence  commercial  production  of 
its  lithium  powered  Mini  Coopers,  which 
should  support  a  significant  ramp-up  in 
revenues  next  year. " 

An  investment  in  HYBT  today  is  a 
ground-breaking,  ground-floor 
opportunity  of  outstanding  proportions! 

ill  LHJ  LfMFiULDj 

I  y  9  Technologies 


EVERYONE'S  TALKING  ABOUT  HYBT  AND 
LITHIUM-POWERED  CARS.  HERE'S  WHY: 

•  Sam's  Club  has  chosen  HYBT's  Smart  Car  as  part  of  its  2007  Once-in-a-Iifetime 
Holiday  package. 

•  HYBT's  lithium-powered  electric  vehicles  reach  speeds  of  80  mph,  accelerate  from 
0  to  60  in  six  seconds  and  can  travel  more  than  120  miles  on  a  single  charge.  They 
produce  no  harmful  emissions,  are  reliable  and  maintenance-free,  requiring  no  oil 
changes,  filter  changes  or  tune-ups. 

•  In  August,  2007,  HYBT  announced  the  development  of  a  highly  advanced  rapid 
charger  that  reduces  charge  time  by  65%. 

•  The  Company  plans  to  launch  75  licensed  dealerships  across  the  U.S.  to  satisfy  the 
growing  demand  for  I  IVBT's  fast-charging,  lithium-powered  cars  and  motorcycles. 

•  A  special  series  about  HYBT  and  its  lithium-powered  Mini  Cooper  will  appear  on 
Discovery  Channel,  a  network  that  reaches  431  millions  homes  in  170  countries. 

•  Major  media  coverage  of  HYBT  and  its  products  has  been  featured  on  CNN,  CBS, 
FOX,  ABC,  NBC.  TV  Tokyo,  CFCN  Money  TV,  Space  Channel,  Forbes, 

Car  and  Driver,  BusinessWeek  and  MSNBC  among  many  other  news  oudets. 

Download  your  FREE  full  report  on  Hybrid 
Technologies  at:  www.StellarStockPicks.com 


This  is  a  paid  advertisement.  To  read  the  full  Legal  Disclaimer  please  visit 
www.stellarstockpicks.com/disclaimer.html 
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For  Marketplace,  call  888-305-6830 


Forbes 

Stock  Market  Course 


MARKETPLACE 


LEARN  HGW  TO  SELL  YOUR  REAL  ESTATE 
FASTER  THEN  ANYONE  ELSE 

HOI  TO  SELL  The  second  most  important 
YOU  KAL  ESTATE  book  you  will  ever  buy  !! 

Order  online  and  save  38% 

Only  $19.95  incl.  s&h. 


SteveHochman  www.howtosellyouiTealestate.com 


GIVE  GREAT  GIFT! 


Holiday.  Anniversary.  Birthday.  Any  day. 

The  Ah  Ring  is  the  sparkling  answer  to  gift  giving  quandaries  and  is  perfect  for  any  woman  in  your  life. 
It's  a  beautiful  14  karat  pure  white  gold  band,  set  with  1 1  full  cut  diamonds  and  is  designed  for  the  pinkie. 
As  seen  in  0,  The  Oprah  Magazine,  on  The  0  List. 


Exclusively  available  for  $295.00  at 
www.divinediamonds.com 


The  Forbes  Stock  Market  Course  is  an  easy-to- 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator  M 
a  special  savings  code  of  SMC07 


Forbes 


LUXURY  PROPERTIES 


For  Advertising  please  contact 
Jim  Wilson: 
215-735-4619 
329Wilson@comcast.net 
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Technology  upstart  increases 
revenues  by  an  astonishing 
165,900%  from  $44,000  to  over 
$73.000.000'  in  under  6  months! 


trustcash 


Trustcash  Holdings,  Inc. 
www.trustcash.com 
Phone:  212-752-9446 

NASDAQ  OTCBB:  TCHH 

Web  privacy  and  stored  value  company  being 
L  called  "The  new  eCommerce  privacy  standard" 
by  many  -  their  amazing  business  model  taps 
into  millions  of  potential  customers  every  day. 

Trustcash  has  developed  the  safest,  smartest  may  (or  consumers  to 
buy  online  without  revealing  their  identity  or  risking  their  privacy  or 
security,  and  this  has  proven  to  be  the  "Magic  fiu/fe/"for  websites. . . 

If  you  could  jam  actual  dollar  bills  into  your  computer  to  pay  for  the 
goods  &  services  you  want,  you'd  remain  safe  from  ID  theft  and 
prying  eyes.  But,  of  course,  you  can't  stuff  your  computer  with  cash. 
You  give  up  your  credit  card  numbers  instead.  And  the  moment 
you  do,  you  create  a  paper  trail  that  leads  right  back  to  you,  your 
security,  and  your  privacy. 

Trustcash  Is  the  new  payment  processing  system  that,  as  of 
this  writing,  has  already  established  working  relationships 
with  more  than  1.000  websites  and  50.000  retail  stores. 

Why  The  Rush  To  Trustcash? 

Just  like  using  cold  cash,  Trustcash  offers  consumers  protection  from 
ID  theft  and  prying  eyes!  Internet  sites  are  gladly  paying  Trustcash 
a  hefty  percentage  of  their  sales  for  this  advantage... 
because  merchants  know... 

•  80%  of  consumers  report  that  secure  and  convenient  payment 
options  are  more  important  to  them  than  price  when  making  an 
online  purchase  decision. 

•  53%  of  consumers  have  stopped  providing  personal  information 
over  the  Internet. 

•  50%  have  either  cut  back  their  online  purchases  or  stopped 
buying  products  and  services  online  entirely. 

•  S3  billion  has  been  lost  to  online  fraud  this  year  in  the  US  and 
Canada  alone,  a  7%  increase  over  the  year  before. 


So  as  much  as  Internet  sites  try  to  put  consumers  at  ease,  the  fact 
remains  that  the  safest,  smartest  way  for  consumers  to  make 
purchases  is  with  cash.  And  in  today's  age  of  fraud  and  ID-theft 
riddled  e-Commerce,  the  new  cash  is  Trustcash. 

Trustcash  Is  The  New  Cash 

Here's  how  Trustcash  works:  Consumers  purchase  a  Trustcash  card. 
Actually,  consumers  don't  "purchase"  Trustcash,  they  get  to  use  the 
service  FREE. 

For  instance,  if  you  want  $1,000  in  your  Trustcash  account,  you  fund 
the  account  with  $1,000.  Not  a  penny  more.  No  service  fees  of  any 
kind  are  charged  to  consumers.  Naturally,  this  arrangement  is  guite 
appealing  to  anyone  seeking  security,  safety,  and  secrecy. 

And  Trustcash  has  a  network  of  marketing  that  simply  cannot  be  beat. 
It  costs  the  company  zero!  1,000  websites  and  50,000  retail  stores 
around  the  world  and  a  rapidly  growing  number  of  web  sites  make  it 
easy  for  their  consumers  to  "buy"  Trustcash.  Each  one  of  these 
businesses  serve  as  a  marketing  agent  for  Trustcash...  at  no  cost  lo 
the  company...  and  at  no  cost  to  consumers. 

Since  you  can't  shove  dollar-bill  cash  into  your  computer  to  purchase 
goods  and  services,  Trustcash  gives  consumers  a  unigue  12-digit 
anonymous  access  code  and  consumers  use  this  code  to  make 
purchases,  just  as  they  would  use  their  12-digit  credit  card  number. 

But  no  paper  trail  exists  to  lead  back  to  the  consumer.  If  Trustcash 
is  purchased  with  a  check  or  a  credit  card,  that  information  is  imme- 
diately erased  from  its  military-grade  encrypted  system  once  the 
funds  are  posted  to  the  account,  so  there  is  never  a  tell-tale  trail  back 
to  the  consumer. 

How  Does  Trustcash  Make  Money? 

Consumers  use  the  service  FREE.  It's  the  merchants,  whether 
regular  retail  or  Internet  sites,  paying  Trustcash.  And  they  pay  every 
time  a  transaction  is  made,  the  same  way  VISA  and  MasterCard  and 
American  Express  are  paid  transaction  fees  by  merchants...  only 
Trustcash  gets  a  much  larger  fee  from  merchants. 

Visa  and  MasterCard  get  anywhere  from  2%  to  4%  of  the  sale. 
American  Express  gets  a  little  more.  But  Trustcash,  because  of  the 
unigue  advantages  offered  to  users,  gets  the  most  -  up  to  50%  of 
each  sale  they  process! 

How  is  this  possible?  And  why  would  an  Internet  site  pay  Trustcash 
up  to  50%  of  the  money  consumers  spend  with  them?  One  word: 
PROTECTION!  No,  maybe  it's  two  words:  PRIVACY  PROTECTION! 

The  Internet's  Biggest  Players  Are  Flocking 
To  Trustcash 

MoneyGram  is  a  Trustcash  partner.  So  is  Playboy!  And  you  better 
believe  Playboy  embraces  Trustcash  because  it  knows  its  customers 
crave  privacy.  Playboy  gets  about  16  million  search  reguests  a  month. 


And  the  activity  on  this  site  is  indicative  of 
most  people's  use  of  the  Internet.  They  seek 
entertainment.  But  they  do  not  seek  scrutiny. 
Playboy  knows  they  can  make  more  sales 
when  their  customers  purchases  can  be  kept 
totally  anonymous.  That's  why  they  gladly 
pay  Trustcash  a  hefty  payment-processing 
fee.  And  other  adult-entertainment  sites  are 
guickly  following  Playboy's  lead. 


Consider  this  -  right  now,  there  are  4.2  million  Internet  sites  providing 
adult  entertainment...  this  is  12%  of  the  total  number  of  websites. 
Search  reguests  for  adult  entertainment  is  a  staggering  68  million  A 
DAY...  this  is  25%  of  all  Internet  reguests.  In  fact,  every  second  of 
every  minute  of  every  hour  of  every  day,  $3,075  is  spent  on  adult 
entertainment.  The  revenue  exceeds  that  of  ABC,  NBC,  and  CBS  com- 
bined. And  with  Trustcash  commanding  up  to  a  50%  transaction  fee, 
the  enormous  revenue  potential  becomes  obvious. 

Thanks  in  part  to  a  series  of  brilliant  acquisitions,  Trustcash  also  owns 
and  markets  a  range  of  stored  value  products  serving  the  telecommu- 
nications and  wireless  markets,  two  of  the  hottest  sectors  in  the 
booming  stored  value  prepaid  products  market.  This  year,  Trustcash 
companies  will  serve  more  than  30,000  wireless  customers,  activate 
more  than  50,000  consumer  wireless  subscriptions  and  sell  over 
50,000  phones,  all  coming  together  to  generate  more  than 
696,000,000  network  minutes  annually!  With  over  7,500  distribution 
locations  marketing  over  50  different  products,  it's  easy  to  see  how 
Trustcash  revenues  have  exploded  from  next  to  nothing  to  an 
incredible  $73,000,000! ; 

Is  TCHH  the  next  MySpace  or  YouTube? 

s->  i        In  recent  times,  it  seems  like  many  of  the 

^jO'  brightest  technology  stars  get  snapped  up 

by  the  big  players  like  Google  before  they 
_     »  *     go  public.  Trustcash  provides  investors 
w'tn  lnat  rare  opportunity  to  get  in  early 
on  a  Company  that  the  "big  boys"  have 
already  shown  respect  for.  Like  Trustcash, 
PayPal  is  also  a  payment  processor.  They 
now  have  123  Million  Customers.  You  can't 
buy  stock  in  PayPal  because  eBay  snapped  up  this  company  early 
on.  Wise  decision.  But  you  can  buy  stock  in  Trustcash  (OTCBBJCHH). 
Another  wise  decision.  As  Trustcash  continues  its  rapid  rise,  share 
prices  could  soar.  Could  Trustcash  be  acquired  by  a  multi-billion 
dollar  corporation?  Perhaps.  And  if  that  happens, 
make  out  like  a  bandit  -  if  you  are  a  Trustcash 
stockholder. 

OTCBB:  TCHH 


ipid  rise,  share 
nulti-billion  a 

■A 


For  more  information  on  TrustCash  Holdings,  Inc.,  read  Randall  Rutherford's  Fair  Value 
Report  at  www.otcmarketdigest.com.  For  a  limited  time,  register  online  using  promotion  code  S2A6  and 
receive  frem/y/r?  Afemier  benefits  absolutely  risk  free.  ,  .     :     ,,,,,,,        A,     .  JM 

'  t  Annualized  run. rate,  as  of closing  of  publicly  announced  transactions. 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
who  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
the  health  benefits  experienced 
during  that  tryout,  and  the  ROM 
performance  score  at  the  end  of 
each  4  minute  workout  that  tells  the 
story  of  health  and  fitness 
improvement.  At  under  20  cents  per 
use,  the  4  minute  ROM  exercise  is 
the  least  expensive  full  body 
complete  exercise  a  person  can  do. 
How  do  we  know  that  it  is  under  20 
cents  per  use?  Over  90%  of  ROM 
machines  go  to  private  homes,  but 
we  have  a  few  that  are  in  commercial 
use  for  over  12  years  and  they  have 
endured  over  80,000  uses  each, 
without  need  of  repair  or  overhaul. 
The  ROM  4  minute  workout  is  for 
people  from  10  to  over  100  years  old 
and  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workoi 
to  exactly  match  the  user's  ability  to  perform  work.  It  balancei 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  t 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proc 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  oi 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
7. 
8. 
9. 
10. 


Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mine 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

iry  Showroom:  ROMFAB,  8137  Lankershim  Blvd..  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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ECUTIVE  EDUCATION 


mm 


I. 


For  more  information  please  contact: 
Marilyn  Maccio 
631-24208298 
sosmaccio@optonline.net 


60-80% 

OFF  RETAIL 


(800)  640-7639 

CALL  for  FREE  MAGAZINE! 

HolidayGroup.com/fm 

Trusted  Since  1992 


SILVERSEA 

CRUISE  EXPERTS 


Best  Prices  &  Service 
1-800-747-5670 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 


Maximun  Privacy 
Tax  Savings 
Estate  Planning 
Global  Investments 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 


Forbes 

MARKETPLACE 


For  Advertising  Contact 

Lisa  Lazansky 
Custom  Solutions  Media 
1-888-305-6830 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


It's  About  Time 


©  © 

1x6  Angeles    New  York 

©  © 

London  HongKong 

Bank 
Ownership 

We  invite  you  to  inquire. 
800-733-2191 


ONE  OF  THE  BEST  BUSINESS 
OPPORTUNITIES  EVER  OFFERED 


Present  dealers  are  making  more 
money  in  one  month  than  most 
people  make  in  one  year,  &  you 
are  welcome  to  speak  to  them. 
Our  patented  product  has  zero 
competition,  in  this  billion  dollar 
industry.  Being  first  to  market  you 
can  expect  to  make  an  annual  high 
six  figures.  One-on-one  training, 
low  one-time  investment  of 
SI 2.900  usually  recovered  in  first 
30  days. Change  your  financial  life. 

Call  866-635-8455 


UNSECURED  LOANS 

$1,000 -$100,000. 
No  collateral  required.  Same  d 
decision  nationwide. 
Any  personal  or  business  use 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-800-458-7695 


Forbe 

Special  Situation  Survey 


DON'T  LISTEN  ... 
to  stock  tips.  Chances  are  they  will 
lose  you  money.  The  experts  at  The 
Forbes  Special  Situation  Survey 

evaluate  the  fundamentals  of  5,000 
stocks,  and  each  month  pick  the  om 
they  believe  is  poised  to  move  up. 
They  tell  you  when  to  sell,  too.  Wan 
a  good  tip? 


Call  today  for  a  FREE  trial  issu 
1-800-289-8979. 
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How  Does  This  67-Year  Old  Doctor 
Have  The  Body  Of  A  30-Year  Old? 


Jeffry  Life,  MD,  age  67, 

after  Cenegenics  as 
featured  in  GQ  magazine. 
This  photo  is  not  digitally  enhanced. 


CENEGENICS 


m  e  d  i  c 


institute 


GQ  suggests  it's  the  path  to  reversing 
the  signs  and  symptoms  of  aging. 

It's  also  gotten  the  attention  of  Today, 
60  Minutes,  Nightline  and  Vogue. 

Find  out  more  about  the  Cenegenics 
program,  a  unique  and  balanced 
combination  of  nutrition,  exercise 
and  hormone  optimization. 

BENEFITS  MAY  INCLUDE: 

Improved  Muscle  Tone 

Decreased  Body  Fat 

Increased  Energy 

Increased  Libido 

Sharper  Thinking 

Improved  Outlook  On  Life 

At  Cenegenics  ' ,  patients  are  successful 
business  people  and  professionals.  In 
fact,  more  than  1,500  of  their  15,000 
patients  worldwide  are  physicians  and 
their  families. 


Register  online  to  receive  the  GQ  article  featuring  Cenegenics 
and  The  Complete  Guide  to  Healthy  Aging.  Call  today  to  speak  one 
on  one  with  a  physician.  Strictly  confidential,  no  obligation. 


Register  www.cenegenics-forb.com 

Call  866.451.8548 

No  Insurance  and  No  Medicare  Accepted 
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THOUGHTS 

On  the  Business  of  Life 


have  never  seen  the  psychology  of  light  better  demonstrated  than  by  the  young  proprietor  of 
Primavera,  Nicola  Civetta.  As  his  handsome  but  modestly  sized  restaurant  filled,  the  noise  volume 
increased.  Noticing  the  lights  turning  dimmer,  I  asked  ifhed  forgotten  to  pay  his  utility  bill.  "Oh,  no," 
he  replied.  "When  conversation  din  grows,  I  dim  the  lights  and  people  lower  their  voices.  It  also  creates  a 
greater  sense  of  intimacy.  Both  are  important  for  appreciating  good  food."       —MALCOLM  FORBES  (1983) 


In  antiquity  there  was  only  silence.  In  the 
19th  century,  with  the  invention  of  the 
machine,  Noise  was  born.  Today,  Noise 
triumphs  and  reigns  supreme  over  the 
sensibility  of  men. 

— LUIGI  RUSSOLO 


For  25  centuries  Western  knowledge  has 
tried  to  look  upon  the  world.  It  has  failed 
to  understand  that  the  world  is  not  for 
beholding.  It  is  for  hearing.  It  is  not  legible, 
but  audible. 

—JACQUES  ATTALI 


The  world  is  never  quiet,  even  its  silence 
eternally  resounds  with  the  same  notes, 
in  vibrations  which  escape  our  ears. 
As  for  those  that  we  perceive,  they  carry 
sounds  to  us,  occasionally  a  chord,  never 
a  melody. 

—ALBERT  CAMUS 


[Tom  Seaver's]  so  good  that  blind  people 
come  to  the  park  to  hear  him  pitch. 

—REGGIE  JACKSON 

Love  is  three  minutes  of  squelching 
noises. 

—JOHNNY  ROTTEN 


The  sanitary  and  mechanical  age  we  are 
now  entering  makes  up  for  the  mercy  it 
grants  to  our  sense  of  smell  by  the  ferocity 
with  which  it  assails  our  sense  of  hearing. 

— HAVELOCK  ELLIS 


The  ear  is  the  only  true  writer  and  the 
only  true  reader. 

—ROBERT  FROST 

The  ear  disapproves  but  tolerates  certain 
musical  pieces;  transfer  them  into  the 
domain  of  our  nose,  and  we  will  be  forced 
to  flee. 

—JEAN  COCTEAU 


In  Mexico  an  air  conditioner  is  called 
a  politician  because  it  makes  a  lot  of  noise 
but  doesn't  work  very  well. 

— LEN  DEIGHTON 


The  ear  tends  to  be  lazy,  craves 
the  familiar,  and  is  shocked  by  the 
unexpected. 

— W.H.  AUDEN 


Nowadays  most  men  lead  lives  of  noisy 
desperation. 

—JAMES  THURBEf 

I've  always  thought  that  a  big  laugh  is  a 
really  loud  noise  from  the  soul  saying, 
Ain't  that  the  truth" 

— QUINCY  JONEJ 

How  about  a  little  noise.  How  do  you 
expect  a  man  to  putt? 

—BABE  RUTF 


The  sound  of  a  martini  being  shaken 
by  an  able  barkeep,  ice  clattering  like 
gravel  in  a  frosty  crucible,  is  the  sirens 
song  guiding  tired  souls  on  a  long  day's 
journey  into  night. 

— ENO  PUTAI> 


Goodnight  stars 
Goodnight  air 

Goodnight  noises  everywhere. 

—MARGARET  WISE  BROW> 


A  Text ...  

Obey  them  that  have  the  rule  over 
you,  and  submit  yourselves:  for 
they  watch  for  your  soub. 

—HEBREWS  13:17 

Sent  in  by  Vincent  Wessel,  Elizaville,  N.Y. 


November  26.  2007  •  Volume  1 80  •  Number  1 1  FORBES  (ISSN  001 5  691 4)  is  published  biweekly,  monthly  in  August  with  an  extra  issue  in  April  and  October,  by  Forbes  LLC,  60  fifth  Ave., 
New  York,  NY  10011.  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No  40036469.  Return  undeliverable  Canadian  addresses  to 
International  Delivery  Solutions,  P.O.  Box  456,  Niagara  Falls,  ON  L2E  6S8.  GST  #  1 2576  951 3.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471 , 
Harlan,  IA  51 593-0971 .  Forbes  Subscriber  Service  is  available  online.  To  subscribe,  change  your  address  or  for  other  assistance,  please  visit  www.forbes.com/customerservice.  Or  write  to 
Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan,  IA  51 593-0971 .  Or  call  1  -51 5-284-0693.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we 
not  include  your  name,  please  write  us.  Copynght  ©  2007  Forbes  Inc.  All  rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


232      FORBES      NOVEMBER  2007 


£■*  ^2007  Mercedes-Benz  USA,  LLC 


Bad  to  the  meticulously  engineered  bone. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  road-test  the  all-new  C-Class  the 
equivalent  of  600  times  around  the  world,  14  million 
miles?  Why  did  we  redline  the  engine  for  jm* 
over  30,000  miles?  And  why  did  we  equip 
it  with  a  lowered,  sport-tuned  suspension, 
AMG  bodystyling  and  17"  staggered-width 
alloy  wheels,  all  standard?*  Because  we  promised 
you  a  Mercedes-Benz.  That's  why. 

With  a  body  constructed  from  over  70%  high 
strength  steel,  the  new  C-Class  is  solid  to  the  core 


But  once  behind  the  wheel,  things  quickly  heat  up, 
thanks  to  a  228-horsepower  V-6  engine  that  can 
accelerate  from  0  to  60  in  7.1  seconds** 
and  a  braking  system  capable  of  stopping 
you  in  just  four.'  Lastly,  to  keep  all  that 
power  firmly  within  your  grasp,  we  gave 
it  AGILITY  CONTROL  suspension*  to  handle  even 
the  most  challenging  corners. 

Get  behind  the  wheel  of  a  new  C-Class  and 
experience  for  yourself  just  how  good,  bad  can  be. 


THE  C-CLASS.  When  designing  it,  our  engineers  didn't  hold  back.  Starting  at  $31,975." 
  Unlike  any  other.   


Mercedes-Benz 

MBUSA.com 

Only  available  on  C-Class  Sport  Sedans.  "Stated  rates  of  acceleration  are  based  on  manufacturer's  track  results  and  may  vary  depending  on  model,  environmental  and  road  surface  conditions,  driving  stj 
elevation  and  vehicle  load.  'Skid  pad  test  results.  Actual  braking  distances  vary  depending  on  surface,  tire  conditions  and  brake  maintenance  system.  "MSRP  for  a  2008  C300  Sport  Sedan  includes  transp.  chaj 
Excludes  all  options,  taxes,  title,  regis,  and  dealer  prep.  2008  C  300  Sport  shown  at  $36,435  includes  optional  Obsidian  Black  metallic  paint,  Panorama  Roof  and  Premium  2  Package.  Options,  model  availability  j 
actual  dealer  price  miy  vary.  See  dealer  for  details.  For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.co 


9042  07391471  2 


RETIREMENT 
ADVICE  YOU 
CAN  AFFORD 

FINDING  A 
MINI-GOOGLE 


SFi 
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i 

2007 


The  more  you  3SK  the  more  we're  different!M 


Our  disciplined,  long-term  approach  is  especially  suitable  for  retirement 
investing.  When  you  dig  deeper  into  your  IRA  investment  options,  it's  easy 
to  understand  why  more  and  more  investors  are  switching  to  T.  Rowe  Price. 


Low-cost,  in-house  active  management 

We  believe  that  active  management  of  funds — 
individually  evaluating  every  stock  and  bond  we  invest 
in — can  help  our  retirement  investors  reach  their  goals. 
At  T.  Rowe  Price,  we  manage  our  funds  in-house,  with  a 
team  of  analysts  and  one  of  the  most  respected  hands- 
on  research  departments  in  the  industry.  And  since 
we  offer  funds  with  no  loads  or  sales  charges,  and  low 
expenses,  your  retirement  savings  go  even  further. 

Experienced  fund  management 

We've  found  that  experienced  fund  managers  give  our 
investors  the  best  chance  for  meeting  their  long-term 
retirement  savings  goals.  AtT.  Rowe  Price,  our  fund 
managers  average  13  years'  tenure,  and  have  proven 
track  records  in  a  variety  of  market  conditions. 


Intelligently  balancing  risk  and  reward 

IRA  investments  should  maximize  returns  without 
adding  excessive  risk  to  your  portfolio.  T.  Rowe  Price 
fund  managers  are  dedicated  to  carefully  balancing 
risk  and  reward. 

All  the  help  you  need 

At  T.  Rowe  Price,  we  have  a  variety  of  online  tools  to 
help  you  with  this  year's  IRA  contribution.  You  can  also 
call  our  Investment  Guidance  Specialists  with  any 
questions  you  might  have.  They  aren't  paid  a  commission, 
so  their  only  job  is  to  help  you  find  the  best  funds  for 
your  retirement  savings  goals. 


Find  out  more  about  no-load 
funds  from  T.  Rowe  Price 

Choose  from  over  90  funds  including  these  proven  performers: 


Average  annual  total  returns  as  of  9/30/07*  1  Year 


5  Year       10  Year  E*?f™ 


Balanced  Fund 

14.27% 

12.97% 

7.29% 

0.68% 

Lipper  Balanced  Funds  Average 

12.56% 

10.93% 

5.91% 

1.37% 

Blue  Chip  Growth  Fund 

21.92% 

15.33% 

6.66% 

0.81% 

Lipper  Large-Cap  Growth  Funds  Average 

20.44% 

12.69% 

4.55% 

1.61% 

Global  Stock  Fund*" 

31.75% 

23.25% 

9.42% 

1.01% 

Lipper  Global  Large-Cap  Growth  Funds  Average 

23.83% 

18.62% 

6.91% 

1.89% 

Spectrum  Growth  Fund 

20.51% 

18.98% 

8.23% 

0.96% 

Lipper  Multi-Cap  Core  Funds  Average 

1 7.00% 

15.56% 

7.1 9% 

1.73% 

Spectrum  Income  Fund 

8.10% 

8.50% 

6.61% 

0.87% 

Lipper  General  Bond  Funds  Average 

5.32% 

6.27% 

4.87% 

1.51% 

The  new  T.  Rowe  Price  Mutual  Fund  Compare  Tool  lets  you  easily  compare  T.  Rowe  Price  Funds 
with  other  funds  you're  considering.  Just  go  to  troweprice.com/comparetool. 


Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future  results. 
Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  again  or  loss  when  you  sell  your  shares.  To  obtain  the 
most  recent  month-end  performance,  call  us  orvisit  our  Web  site.  ***Jhe  performance  information  shown  does  not  reflect 
the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less.  If  it  did,  the  performance  would  be  lower. 
International  investing  involves  special  risks,  including  currency  fluctuations.  Request  a  prospectus  orabriefer 
profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and 
consider  carefully  before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal. 


Act  by  April  15  for  your  2007  contribution. 


ira.troweprice.com 


1.888.834.6548 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


"Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  "The  funds'  expenses  are  as  of  their  fiscal 
year  ended  December  31, 2006  (except  for  Global  Stock  Fund,  which  is  as  of  its  fiscal  year  ended  October  31,'  2006);  the  Lipper  expenses  are  based  orr.  the  fiscal 
year-end  data  available  as  of  September  30, 2007, 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRA075805 


HAVE  YOU  EVER? 

The  tides  change  quickly  around  Mont-Saint-Michel. 
The  surge,  wrote  Victor  Hugo,  arrives  "as  swiftly  as  a 
galloping  horse."  Within  hours,  a  footpath  becomes  an 
ocean  and  a  mountain  becomes  a  medieval  isle.  Those 
walking  across  the  tidal  flats  to  Mont- Saint-Michel 
have  five  hours  before  the  route  is  swallowed  by 
the  sea.  In  the  Range  Rover,  they  have  five  and  a  half 


HELP  MANAGING  YOUR  INVESTMENTS? 


What  if  you  could  have 
Fidelity's  professionals 
manage  your  portfolio^ 


Before  investing,  consider  the  funds'  investment  objectives,  risks,  charges  and  expenses.  Contact  Fidelity 
prospectus  containing  this  information.  Read  it  carefully. 
Keep  in  mind,  investing  involves  risk.  The  value  of  your  investment  will  fluctuate  over  time  and  you  may  gi 
lose  money. 

Fidelity  Portfolio  Advisory  Service®  is  a  service  of  Strategic  Advisers,  Inc.,  a  registered  investment  adviser  and  a  Fidelity  Investmeni 
company.  Fidelity  Private  Portfolio  Service®  may  be  offered  through  the  following  Fidelity  Investments  companies:  Strategic  Advis 


Portfolio  Advisory  Services" 

Having  Fidelity  professionals  manage  your  money  could  relieve  you  of  the  anxiety  and 
time  demands  of  monitoring  the  markets  and  your  investments.  Our  team  takes  a 
personal  approach,  matching  your  goals,  financial  situation  and  risk  tolerance  to  a 
diversified,  actively  managed  model  portfolio  of  mutual  funds.  It's  a  disciplined  approach 
to  saving  for  long  term  goals,  including  retirement.  So  do  the  smart  thing  and  call  today 
for  a  complimentary  investment  consultation.  Then  relax  and  let  us  do  the  work. 


Portfolio  Advisory  Services f"  offers  you: 

A  disciplined  investment 
strategy  to  help  keep 
your  asset  allocation 
on  track  in  both  up  and 
down  markets 

A  model  investment 
portfolio  selected  from 
more  than  2,400  mutual 
funds  in  more  than  200 
fund  families 

A  dedicated  client 
service  team  to  provide 
ongoFng  reporting  and 
incorporate  changes  in 
your  financial  situation 
into  your  investment 
strategy 

Call  1.800.642.4583  or  visit  Fidelity.com/managedportfolios 

Fidelity. 

INVESTMENTS 

Smart  move. 


idelity  Personal  Trust  Company,  FSB  ("FPT"),  a  federal  savings  bank,  or  Fidelity  Management  Trust  Company  ("FMTC").  Non-deposit 
nnent  products  and  trust  services  offered  through  FPT  and  FMTC  and  their  affiliates  are  not  insured  or  guaranteed  by  the  Federal 

it  Insurance  Corporation  or  any  other  government  agency,  are  not  obligations  of  any  bank,  and  are  subject  to  risk,  including  possible 

principal.  These  services  provide  discretionary  money  management  for  a  fee. 

'age  services  provided  by  Fidelity  Brokerage  Services  LLC,  a  Fidelity  Investments  company  and  a  Member  of  NYSE  and  SIPC  Custody 
her  services  provided  by  National  Financial  Services  LLC,  a  Fidelity  Investments  company  and  a  Member  of  NYSE  and  SIPC  478398 


Classique  Grande  Complication  -  Twin  Rotating  Tourbillons  -  5347PT 


Breguet  Boutique,  779  Madison  Avenue.  New  York,  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 
Boutiques  -  Geneva  -  Paris  -  Cannes  -  Tokyo  -  Dubai  -  Vienna  -  London  -  Seoul  -  www.breguet.com 


WINNIN 


Xerox  announces  color  prints  for  the  same  pri( 
making  the  move  to  color  really  is  a  no-braine 

Black  and  white  prints  used  to  have  one  big  advantage  It  prints  color  for  the  exact  same  price  you've  al\\  ;i 
over  color.  Cost.  But  now,  Xerox  levels  the  playing  paid  to  print  in  black  and  white.  Print  speed  is  ex. 

field  with  the  new  Phaser  8860  network  color  printer.       the  same  as  black  and  white,  too:  30  ppm.  The  solid- 


xerox.com/chsckmate  1-800-ASK-XEROX 

©  2007  XEROX  CORPORATION  All  rights  reserved  XEROX*  Phaser*  and  Xerox  Color.  It  makes  business  sense  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries 
•Based  on  a  4,000-page  print  volume  pe  ..htn  compared  to  HP  and  Lexmark  using  own-brand  consumables. 


I  black  and  white.  Now  with  the  Phaser  8860, 
heckmate.  Xerox  Color.  It  makes  business  sense. 


tser  8860  is  surprising  in  other  ways,  too:  it 
es  up  to  50%  on  color  consumables  over 
fears*  and  creates  90%  less  waste  than  typical 


color  laser  printers.  So  don't  shy  away  from 
9  color,  embrace  it.  After  all,  it's  a  move  any 

budget  can  easily  accommodate.  Brilliant. 


PHASER  8860  Color  Printer 


XEROX 


Technology 


X  HE* 1  ^  5>E  CANCALiE 


As  I  See  It,  #3  in  a  photographic 
.seri  es  by  Sac  ha  Waldman. 

The  Vessels  Chords  and 
WaterCoveiM  lavatories.  Shallow 
pools  with  Stillness^  faucets. 
We  found  our  pearls. 

1-800-4-KOHIER,  ext.  KXZ 
kohler.com/chord 


■  **** 
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116  The  Magic  Metric 

Forget  P/E.  James  O'Shaughnessy  says  price/sales  is  the  best 
way  to  find  good,  cheap  stocks  to  buy.  By  Daniel  Fisher 

120  Retirement  Advice  You  Can  Afford 

These  days  even  cocksure  baby  boomers 
are  looking  for  retirement  advice.  How 
to  find  the  best  blueprint  for  you.  ^2 
By  Soyoung  Ho 

124  Finding  a  Mini  Google 

These  now  obscure  small  tech  firms  have 
big  potential.  All  they  need  are  some  decent 
earnings.  By  Erika  Brown 

126  Smart  Dividend  Strategy 

Get  all  the  mileage  you  can  out  of  that  favorable 
15%  rate  on  dividends — harvest  six  quarterly 
dividends  per  year.  The  crafty  souls  at  Alpine 
Woods  show  how.  By  Daniel  Fisher 

128  Fixed  Income  With  Oomph 

You  want  the  potential  for  capital  gains  but 
some  protection  if  the  stock  market  falls  apart. 
Convertibles  are  for  you — provided  you  know 
there's  no  free  lunch.  By  Peter  C.  Beller 

130  Reverse  LBO  Stocks 

Private  equity  walks  on  water.  But  more  of  its  new 
issues  sink  like  a  stone  than  you  would  think.  Here's 
what  you  need  to  know  before  you  buy. 
By  Deborah  Orr 

134  True  Believer  Stocks 

Having  trounced  the  market  in  2007,  our  stock  picking 
panel  serves  up  Ciena,  Luxottica  Group,  Yahoo  and  14 
more  long  and  short  ideas  for  the  year  ahead. 
By  Andrew  T.  Gillies 

144  Strike  It  Rich  With  Gold 

Canadian  stocks  give  you  an  entree  to  copper,  gold 
and  silver  mines  in  Latin  America. 
By  Kerry  A.  Dolan 

148  Boots  on  the  Ground 

If  you  want  to  get  into  far-off  markets  like  India  and 
Poland,  don't  be  passive  about  it,  says  David  Riedel.  His 
guerrilla  squad  of  analysts  picks  off  stocks  one  company 
at  a  time.  By  Joshua  Lipton  and  Andy  Stone 
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Beating  Stock  Market  Volatility 

This  year's  market  volatility  is  agitating  even  the  most 
steeled  investors.  Here  are  some  funds  to  let  you  sle,ep 
better  at  night— and  still  beat  the  market. 
By  James  M.  Clash 

Protect  Your  Home 

You  can  use  tax  and  financing  tricks  to  make  the  slide 
in  house  values  far  less  depressing.  By  Stephane  Fitch 

It  Pays  to  Know  Your  Number 

To  hold  down  your  taxes  when  you  unload  some  shares, 
know  what  you  paid  for  each  of  your  shares. 
By  Ashlea  Ebeling 

Going  Commercial 

The  residential  market  is  falling.  But  not  all  property  is 
cursed.  Consider  buying  an  office  building  instead. 
By  Dorothy  Pomerantz 

Sell  Your  House  in  a  Bad  Market 

Want  to  sell  your  house  at  a  nice  price?  Seller  financing 
may  help — if  you  know  what  you're  doing. 
By  Carrie  Coolidge 

Bet  the  Farm 

Farmland  is  a  great  way  to  play  the  commodities  boom. 
It  helps  to  have  a  ten-year  horizon  and  an  interest 
in  things  like  debt-to-pig  ratios.  By  Neil  Weinberg 

A  Booze  Portfolio 

Liquor  auctions  are  back  in  New  York  City.  This  presents 
investors  with  more  than  a  drinking  opportunity. 
By  Matthew  Swibel 

Your  Charity  Dollars  at  Work 

If  you  like  efficiency  in  almsgiving,  it's  tough  to  top 
Brother's  Brother  Foundation  of  Pittsburgh. 
By  William  P.  Barrett 

Rating  Nonprofits 

Do  your  homework  before  you  donate. 
By  William  P.  Barrett 

Buy  a  Ski  Resort 

You  can  turn  your  favorite  sport  into  a  business — but  it 
helps  to  have  a  separate  source  of  income. 
By  Christopher  Steiner 


78  The  Second  Coming 

Michael  Dell  is  back  in  charge  of 
the  troubled  computer  company  he 
founded  23  years  ago.  He's  already 
shaken  things  up.  But  can  he  bring 
back  the  magic? 
By  Christopher  Helman 

20  Index 

22  Side  Lines 

24  Readers  Say 

27  Fact  and  Comment  |  Steve  Forbes 

on  ending  the  genocide  in  Darfur. 
30  Other  Comments 

35  Current  Events  Paul  Johnson  on 

the  pursuit  of  success  and  happiness. 

37  Digital  Rules  Rich  Karlgaard 

gives  advice  on  giving  good  speeches. 

38  Informer  |  Tim  McVeigh's  tax  legacy; 
do  hedge  fund  managers  hedge  the  truth? 


Make  someone's  decade. 


For  the  perfect  gift,  visit  patrongift.com. 
The  simply  perfect  way  to  enjoy  Patron  this  holiday  season  is  responsibly. 
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42  Follow-Through  I  Flashbacks 
44  Heads  Up  I  Matthew  Swibel  and 

Brian  Wingfield  Scary  symptoms. 

212  Thoughts 
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46  Loans  R  Us  Its  not  just  companies 
like  Citi  and  Merrill  that  have  exposure 
to  the  credit  markets.  A  surprising  number 
of  manufacturers  have  drifted  into  financial 
services.  By  Bernard  Condon  and  Jack  Gage 

50  Revenue  Enhancement  Who  says 
massages  aren't  essential?  By  Janet  Novack 

52  The  Italian  Connection  Why  a 

corruption  scandal  in  Rome  is  haunting 
U.S.  financial  firms.  By  Nathan  Vardi 

56  Piece  of  Cake  A  new  Web  site 
aims  to  identify  the  smartest  individual 
investors  so  you  can  copy  their  moves. 
By  Victoria  Murphy  Barret 

Plus:  Writers'  leftovers  . . .  India  hits  pay  dirt 
. . .  Film  from  the  depths. 

MARKETING 

60  Back  to  School  In  saving  the 
University  of  Memphis'  troubled  basketball 
program,  coach  John  Calipari  is  enjoying  his 
own  comeback.  By  Monte  Burke 


Cast  of  MySpace 
TV's  Roommates. 


HEALTH 

64  TobacCO-Free  An  antinicotine  pill  is 
Pfizer's  fastest-growing  prescription  since 
Viagra.  Could  side  effects  make  it  go  up  in 
smoke?  By  Matthew  Herper 

TECHNOLOGY 

66  Meet  the  Producers  Online  hookup 
site  MySpace  is  beginning  to  look  a  lot  less 
like  Facebook  and  a  lot  more  like  MTV. 
By  Erika  Brown 

70  A  Third  Life  Virtual  words  go  mobile. 
By  Chana  R.  Schoenberger 

72  Digital  Tools  |  Black  Magic 
By  Daniel  Lyons 

ENTREPRENEURS 

74  Paper?  Plastic?  Penicillin?  After  a 

rough  start,  Webster  Golinkin  wants  to 
prove  that  retail  health  clinics  can  deliver 
good  medicine  and  healthy  returns. 
By  David  Whelan 

INTERNATIONAL 

95  Shanghaied  How  do  you  say 

"irrational  exuberance"  in  Chinese? 
By  Gady  A.  Epstein 


105  The  Mini  Mogul  Luc  Besson  runs 
the  most  American  of  all  French  movie 
studios.  So  how  come  he  can't  make  a  splash 
in  the  U.S.?  By  Joshua  Levine 

108  Iron  Man  Why  Russia's  leading  steel 
baron  is  betting  big  on  America. 
By  Heidi  Brown 

FINANCIAL  COLUMNISTS 
188  Makers  &  Breakers  |  H.J.  Heinz; 

Amazon.com. 

190  Portfolio  Strategy  |  Another  New 
Era  By  Ken  Fisher 

192  Small  Stocks  |  Health  Care  Pioneers 
By  Jim  Oberweis 

194  The  Patient  Investor !  Motion 
Sickness  By  John  W.  Rogers  Jr. 
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196  A  Desert  Where?  East  of  Oregon's 
moist  and  mossy  coast  lurks  the  Alvord 
Desert — northernmost  of  any  in  the 
U.S. — bleached,  forbidding,  beautiful 
and  on  the  move. 
By  Emily  Lambert 

200  Drill  Bits  Are  Forever  This  year 
say  "I  love  you"  with  an  industrial-grade 
diamond.  By  Andy  Stone 
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OYSTER  PERPETUAL  GMT  -  MASTER  II 

At  35,000  feet,  precision  instrumentation  is  mandatory.  Since  1955,  professional 
aviators  have  relied  on  the  Rolex  GMT-Master.  Now  also  available  with 
a  virtually  indestructible,  scratch-proof,  fade-resistant  24-hour  ceramic  bezel, 
the  GMT-Master  II  will  keep  you  on  time  in  three  time  zones.  ROLEX.COM 


•f 
ROLEX 


NEW  YORK 


For  an  Official  Rolex  Jeweler  call  1-800-367-6539.  Rolex  *'  Oyster  Perpetual  and  GMT-Master  II  are  trademarks. 


THE  ALL- 


In  today's  luxury  game,  the  real  question  isn't  about  whether  your  car  has  French-stitched  interior 
accents  or  an  available  40-gig  hard-drive  that  lets  you  store  thousands  of  songs.  The  question  isn't 
about  a  6speed  transmission,  variable  valve  timing,  or  a  host  of  available  features  including  all-wheel 
drive,  a  304  hp  Direct  Injection  V6,  ambient  interior  lighting,  articulating  headlamps,  performance 
brakes  or  any  of  that.  No,  in  today's  luxury  game,  the  real  question  is,  when  youjurn  your  car  on, 
does  it.return  the  favor?  Starting  at  $32,990.*  Nicely  equipped  at  $43J30.* 
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VIDEO  HIGHLIGHTS 
CEO  Spotlight. 

Camilla  Webster  meets  Geek  Squad 
Chief  Executive  Robert  Stephens. 

Luxury.  Poppy  Harlow  on 
concierge  services  for  New  Jersey 
Nets  season  ticket  holders. 

Markets.  Keep  tabs  on  current 
market  volatility  with  our  expert 
commentary  and  analysis. 

Adventurer  With 
Jim  Clash.  Lyn 


St.  James  discusses 
mentoring  the  new 
crop  of  Indy  500 
woman  drivers:  Danica  Patrick  and 
Sarah  Fisher. 

SportsMoney  With 
Mike  Ozanian.  The 

NHL's  John  Collins 
on  the  league's 
marketing  strategy. 

Each  business  day:  A  bulletin  of  the 

latest  market  news  at  10  a.m.,  1  p.m. 
and  4:45  p.m.  eastern  standard  time. 

Video  Schedule: 

Mondays:  StreetTalk;  Notes  on 
the  News 

Tuesdays:  Adventurer 
Wednesdays:  Celebrity  Minute 
Thursdays:  SportsMoney 
Fridays:  The  Week  Ahead, 
Stock  of  the  Week 


SPECIAL  REPORT 

Food 

Edited  by  Elisabeth  Eaves  and  Michael  Noer 

Rome  fell,  it  is  written,  when  they  started  erecting  statues  to 
their  cooks.  But  our  love  affair  with  the  most  basic  element 
of  human  survival  continues.  Our  special  report  on  food 
looks  at  the  subject  as  a  business,  the  worlds  largest;  as  a 
pleasure,  the  Droolie's  Diary;  and  as  a  risk,  extreme  eats. 
Economist  Tim  Hartford  debunks  the  greenness  of  eating 
local  grub,  and  we  pull  apart  the  economics  of  using  crops 
for  fuel  rather  than  food.  Pascale  Le  Draoulec  lists  the 
hardest-to-get  reservations,  and  40  famous  people  share 
what  they  would  eat  for  their  last  meal  and  their  most 
memorable  meal — from  Dan  Rather  (goat  eyes  prepared  by 
Montagnard  tribesmen  and  washed  down  with  water  from 
a  canteen  during  the  Vietnam  War)  to  more  palatable  fare. 
www.forbes.com/food. 
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Number  1:  Tampa,  Fla.  In  ranking  the 
best  U.S.  metro  area  for  retirees, 
Forbes.com  looked  at  living  costs, 
taxes,  culture  and  more. 


INVESTMENT  GUIDE 

Go  to  Forbes.com  for  an  expanded 
version  of  our  latest  investment  guide 
(starting  on  p.  113)  and  get  access  to 
personal  finance  tools  and  calculators, 
a  special  report  on  retirement  and 
insight  from  our  36  investment  gurus, 
from  Jim  Collins  to  Josh  Wolfe,  and  1 1 
financial  columnists. 

THE  WAR  FOR  TALENT 

Go  online  for  a  six-week  series  by 
recruiter  Dennis  Zeleny  on  how  to 
tackle  one  of  the  most  critical 
challenges  facing  companies — 
finding  the  right  people. 

FORBES  ASIA 

At  Alibaba's  helm.  David  Wei  is 
playing  an  Eric  Schmidt-like  role  at 
China's  Alibaba.com,  the  hottest 
technology  IPO  since  Google. 


Boost  Your  Business: 

Vote  to  pick  a  winner  of  our 
$100,000  contest. 
www.forbes.com/byb. 

•  IPOs.  Our  Markets  channel 
section  on  initial  public 
offerings — prices,  performance 
and  companies  in  the  pipeline. 

•  Clip  Marks.  FORBES  editors 
share  some  of  the  best  pieces 


they've  come  across  on  the 
Web  about  business,  investing, 
technology  and  lifestyle. 

•  Search  Our  Archive.  Print 
download  and  e-mail  articles. 

•  Forbes  Lists.  Find  expanded 
versions  of  our  annual  lists  plus 
dozens  of  Web-only  ones. 

•  Forbes  Attache.  Personalized 
news  and  your  pick  of  your 
favorite  FORBES  writers,  stock 


quotes,  sports  and  more. 

•  Build  Your  Own  Forbes. 

Get  RSS  feeds  using  any  search 
keyword,  or  select  from  our  list 
of  FORBES  authors,  topics, 
tickers  and  names  in  the  news. 

•  Widgets.  Add  FORBES  video,- 
stock  quotes  and  stories  to  your 
Facebook,  MySpace,  Netvibes, 
iGoogle  page  or  your  own  Web 
site,  www.forbes.com/widgets. 


•  Org  Chart  Wiki.  Share  what 
you  know  about  the  internal 
organization  of  any  company  at 
forbes.com. 

On  the  cover.  More  on  the  top  story  of 
this  and  every  issue  of  FORBES  at: 
www.forbes.com/coverstory. 

For  links  to  items  mentioned  on  this 
page:  www.forbes.com/extra. 

For  compiete  contents  of  this  issue: 
www.forbes.com/forbes. 
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Big  Risks. 
Big  Thinking. 
Big  Goals. 
Big  Wins. 

Exactly 
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Small? 


Vetl70nwireless 


Having  the  right  wireless  network  as  a  partner 
:an  be  a  big  help  to  your  small  business, 
/erizon  Wireless  offers  a  host  of  wireless  solutions 
designed  to  fit  your  needs,  and  the  security  of 
America's  most  reliable  wireless  network, 
b  learn  more  about  small  business  discounts, 
and  services  like  email  and  wireless  Internet, 
:ontact  your  dedicated  small  business  specialist, 
/erizon  Wireless.  It's  the  Network  for  your  business 


/erizonwireless.com/smallbusiness  1.800.VZW.4BIZ 

w  verizonwireless.com/bestnetwork  for  details. 
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LOOKING  FOR  MORE  BALANCE? 
CONSIDER  A  BOND  FUND,  TOO. 


Build  a  better  portfolio™  with  Franklin  Templeton  bond  funds 


Even  for  younger  investors,  adding  bonds  to 
income     a  portfolio  can  make  a  lot  of  sense.  They  can 

FUNDS 


help  lower  overall  risk  because  stocks  and 
bonds  typically  don't  move  in  tandem. 

At  Franklin  Templeton,  our  experienced  fixed  income 
team  manages  more  than  50  funds  covering  all  major 
sectors  of  the  fixed  income  market.  Their  commitment  to 
high  quality  investment  management  has  resulted  in  strong 
performance  across  our  bond  fund  line-up. 

For  more  information  on  how  to  make  sure  your 
investments  are  as  well  balanced  as  your  life,  see  your  financial 
advisor,  call  1-800-FRANKLIN  or  visit  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


Strong  Performance  vs.  Peer 

Upper  Total  Return  Rankings'-9/30/07 

Percentage  of  funds  in  top  two  quartiles  of 
Lipper  Peer  Group  (Class  A) 


'S 


1-year: 

96% 

3-year: 

89% 

5-year: 

98% 

10-year: 

98% 

You  should  carefully  consider  a  fund's  investment  goals,  risks,  charges  and  expenses 
before  investing.  You'll  find  this  and  other  information  in  the  fund's  prospectus,  which  you 
can  obtain  from  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing. 
Past  performance  does  not  guarantee  future  results. 

Bond  prices  generally  move  in  the  opposite  direction  of  interest  rates.  As  the  prices  of  bonds 
in  a  fund  adjust  to  a  rise  in  interest  rates,  the  fund's  share  price  may  decline, 
t  Source:  Lipper,  Inc.  Figures  do  not  include  sales  charges  and  are  for  Class  A  shares  only.  Of  the 
eligible  Franklin  Templeton  non-money  market  fixed  income  funds  tracked  by  Lipper,  36, 33,  37  and 
35  funds  ranked  in  the  top  guartile;  12, 9, 6  and  6  ranked  in  the  second  guartile;  2, 4, 1  and  1  ranked 
in  the  third  quartile;  and  0, 1.  0  and  0  ranked  in  the  fourth  quartile  of  their  respective  Lipper  peer 
groups  for  the  1-.  3-,  5-  and  10-year  periods,  respectively,  for  cumulative  total  return. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 
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Side  Lines  

We're  All  Financiers  Now 

HOMEOWNERS,  WHICH  IS  MORE  IMPORTANT  TO  YOUR  WELL- 
being,  replacing  the  windows  or  replacing  the  mortgage?  Proba- 
bly the  latter.  Americans  owe  SI 0.5  trillion  on  their  mortgages, 
and  getting  the  timing  just  right  on  interest  rates  matters  a  lot  to 
how  well  they  live.  Eliminating  drafts  is  less  consequential. 

Now  consider  your 
work  life.  You  could 
spend  an  extra  hour 
working  on  a  sales 
presentation,  increas- 
ing your  chance  of  get- 
ting a  nice  bonus.  Or 
you  could  spend  an 
hour  moving  your 
401  (k)  from  a  high- 
cost  fund  to  one  that 
costs  half  a  point  less  in 
annual  expenses.  The        '57  70        '80        '90      "  '00 

former  effort  might  pay  you  S10,000.  The  latter  is  sure  to  be  worth 
S150,000  at  retirement.  (I'm  figuring  a  30-year  holding  and  an  end- 
ing balance  well  above  SI  million.)  So  invest  time  in  your  portfo- 
lio, not  in  your  job. 

We  used  to  be  a  nation  of  bakers  and  candlestick  makers. 
Now  we're  a  nation  of  hedge  fund  managers  and  croupiers  raking 
poker  chips. 

The  corporate  side  of  this  can  be  seen  in  the  story  on  page  46 
by  Bernard  Condon  and  Jack  Gage.  They  explain  the  jitteriness 
in  the  stock  market  by  noting  that  a  fourth  of  corporate  earnings 
comes  from  financial  companies,  which  are  having  a  rough  year. 
Besides  the  companies  overtly  in  this  sector,  we  have  a  passel  of 
stealth  finance  companies  like  Paccar  and  General  Electric.  It's 
easier  to  make  a  buck  with  engineering  of  the  financial  sort  than 
with  the  engineering  that  has  to  do  with  engines. 

In  1965,  50%  of  Harv  ard's  M.B.A.  class  went  into  manufactur- 
ing. That  fraction  is  down  to  18%  now.  Financial  services  went 
from  19%  to  41%.  Any  surprise  there?  You  can  make  S50  million  a 
year  running  Merrill  Lynch.  General  Motors  doesn't  pay  that  well. 
Of  course  the  Japanese  are  ahead  of  us  developing  hybrid  cars. 

The  chart  plots  the  explosion  in  household  financial  assets 
over  a  half  century.  Some  of  this  is  due  to  prosperity,  but  a  lot  is 
due  to  our  kinky  tax  system,  which  rewards  financial  engineer- 
ing. It  rewards  you,  that  is,  for  being  an  arbitrageur.  Take  out  a 
bigger  tax-deductible  mortgage  than  you  need  and  fatten  the 
balance  in  your  tax-favored  retirement  plan. 

John  Adams  said  that  he  studied  politics  so  that  his  children 
might  study  mathematics  so  that  their  children  might  study 
architecture.  Alas,  his  descendants  are  studying  structured  invest- 
ment vehicles. 

EDITOR 
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am  the  Champion 


In  1989,  Nicole  Dalton  was  diagnosed  with 
Rheumatoid  Arthritis.  "I  spent  a  lot  of  time  in  bed, 
hallucinating  with  fever."  Determined  not  to  give  in 
to  the  disease,  Nicole  sought  out  treatment  after 
treatment  until  she  finally  found  a  regimen  that  let 
her  live  her  life. Today  she  has  the  energy  to  go  to 
exercise  classes  and  work  with  active  pre-schoolers. 
"I  am  the  champion.  Rheumatoid  arthritis  is  not."  • 

At  Bristol-Myers  Squibb  we  believe  that  the  will 
of  the  patient,  matched  by  our  desire  to  find 
breakthrough  medicines,  can  make  all  the  difference. 
For  more  about  Nicole  and  others  who  are 
prevailing  over  serious  diseases, 
go  to  www.bms.com. 


Iquibb 

prevail; 
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Tax  Relief 

Warren  Buffett  is  a  bit  of  a  hypocrite  on 
taxes  ("Soak  the  Rich  ... Nov.  26,  p.  42). 
He  wants  to  retain  the  estate  tax  but 
donates  his  Berkshire  stock  to  the  Gates 
Foundation.  That  eliminates  what  is  his 
presumably  largest  estate-taxable  asset 
from  the  estate  tax.  If  he  really  wants 
more  money  to  flow  into  the  federal 
coffers,  why  not  sell  the  Berkshire  stock 
or  not  give  it  to  charity  so  taxes  are  even- 
tually paid? 

STEVE  ROSENBERG 
Centennial,  Colo. 


Brown  Fur 

Your  article  about  fur  production 
("Adventures  in  the  Skin  Trade,"  Nov.  26, 
p.  142)  confirmed  what  I've  long  sus- 
pected— wearing  fur  is  anything  but 
"eco-friendly,"  as  some  furriers  claim. 
Any  product  that  must  be  soaked  in  a 
"chemical  bath,"  and  is  then  bleached 
or  dyed  ridiculous  colors  like  hot  pink 
or  emerald  green,  cannot  be  good  for  the 
environment.  I've  long  known  that  fur  is 
mean.  Now  I  know  that  the  only  thing 
green  about  it  is  the  color. 

MAURA  MCCLURE 
Virginia  Beach,  Va. 

Responding  to  Iran 

Paul  Johnson  states  that  President  Bush 
should  announce  to  Iran  that  we  could 
attack  them  at  any  time  over  their  pursuit 
of  nuclear  weapons,  and  that  we  would  re- 
spond to  any  attack  on  Israel  ("Current 
Events,"  Nov.  12,  p.  25).  lohnson  calls  such 
an  act  courageous.  I  call  it  foolish.  We  are 
ill  equipped  for  a  military  action  while 
embroiled  in  Afghanistan  and  Iraq.  More 
important,  the  announcement  of  our 
intention  would  further  weaken  our 
position.  It's  possible  that  the  same  pro- 
tective covenant  we  announce  for  Israel 
will  be  announced  by  Russia  for  Iran.  We 
would  then  be  placed  in  a  stalemate. 

DAVID  J.  MELVTN 
Chester,  N.J. 


Hidden  Tax  Cut 

Steve  Forbes  speaks  of  the  "tax-cut 
myopia"  of  leading  presidential  can- 
didates ("Fact  and  Comment,"  Nov.  12, 
p.  19),  lamenting  that  we  Americans 
feel  overtaxed  and  no  one  is  talking 
about  tax  reform. 

Yet  in  the  next  breath,  he  pokes  fun 
at  Hillary  Clinton  wearing  "blinders" 
when  proposing  a  government  match 
of  $1,000  to  folks  who  save  for  retire- 
ment in  their  401(k)s.  Effectively, 
Clinton  is  proposing  a  tax  cut  to 
Americans  who  earn  less  than 
$100,000  yet  still  attempt  to  save  for 
retirement.  Who  appears  to  have 
blinders  on  now? 

ADAM  SOMMERS 
St.  Helens,  Ore. 

Gadget  Confusion 

In  "Gadgets  We  Love"  (Nov.  12,  p.  58) 
we  incorrectly  said  Ford  Motor's  new 
Sync  communication  and  entertain- 
ment system  isn't  fully  compatible 
with  iPods  developed  after  mid-2004. 
We  should  have  said  it  isn't  fully  com- 
patible with  iPods  developed  before 
mid-2004. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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International  returns 
SURPASS  U.S.2 
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Investing  outside  the  United  States  involves  additional  risks  related  to  currency  fluctuations,  economic  and  political  differences,  and  differences  in  accounting  standards. 

1.  Currency  exchanges  are  effected  by  affiliates  of  E*TRADE  Securities  on  a  principal  basis,  and  may  include  a  mark-up  or  mark-down,  as  appropriate.  You  should  be  aware  that 
more  favorable  exchange  rates  may  be  available  through  third  parties  not  affiliated  with  E*TRADE  Securities.  These  transactions  are  not  regulated  or  overseen  by  the  Securities  and 
Exchange  Commission,  the  Commodities  Futures  Trading  Commission,  or  any  of  the  securities  or  commodities  self-regulatory  organizations. 

2.  The  S&P  500  Index  is  a  market-value  weighted  index  representing  the  performance  of  500  widely  held,  publicly  traded  large  capitalization  stocks.  The  S&P  1200  Index  is  a 
market-value  weighted  index  representing  the  performance  of  29  local  markets  and  seven  regional  indices.  The  Indexes  are  not  managed,  are  not  available  for  investment,  and  their 
total  return  does  not  include  expenses. 

Past  performance  is  not  an  indication  of  future  results. 

Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  Member  FINRA/SIPC. 

System  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

©  2007  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


We  know  where  to  look. 

If  you  look  at  a  successful  company,  you  will  most  likely  find 
it  offers  something  special.  For  us,  that's  providing  insurance 
insight.  To  help  our  customers  understand  where  risks  are 
hidden,  we  offer  one  of  the  largest  and  most  advanced  global 
risk  management  networks  in  the  world.  Through  a  Relationship 
Leader  who  serves  as  a  single  point  of  entry,  you  get  access  to 
highly  trained  professionals  who  know  your  industry,  know  where 
to  look  for  risks  and  what  solutions  you  should  consider.  In  a 
world  where  risks  are  changing  all  the  time,  that  is  special  indeed. 

www.zurichna.com/corporatebusiness 
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In  the  United  States,  coverages  are  underwritten  by  member  companies  of  Zurich  In  North  America,  including  Zurich  American  Insurance  Company.  Certain  coverages  not  available  in  all  states.  Some  coverages  \ 
be  written  on  a  non-admitted  basis  through  surplus  lines  brokers  Risk  engineering  services  are  provided  by  Zurich  Services  Corporation 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Mob  Rule 


BARRY  BONDS  IS  BEING  SHAFTED  BY  THE  LEGAL  SYSTEM.  HIS 
case  is,  sadly,  part  of  a  pattern  of  judicial  abuse,  the  stretching  of 
the  law  like  rubber  to  allow  prosecutors  to  go  after  unpopular  fig- 
ures in  business,  politics  and,  now,  sports.  The  indictment 
recently  returned  against  him  could  have  been  rendered  years 
ago.  Why  now?  Because  this  season  Bonds,  an  ill-tempered,  arro- 
gant, disliked  athlete,  broke  the  record  for  lifetime  home  runs. 
Had  he  not  set  a  new  record  or  had  he  been  a  friendly  figure 
beloved  by  the  fans,  prosecutors  would  never  have  touched  him. 

Remember,  when  it  comes  to  steroids  or  other  "performance- 
enhancing  drugs,"  Bonds  didn't  violate  existing  laws  or  Major 
League  Baseball  rules.  MLB  didn't  ban  steroids  until  2002.  Hun- 
dreds of  other  players  used  enhancement  meds  at  the  tune  Bonds 
supposedly  did.  Don't  ask,  don't  tell:  For  years  baseball  poobahs 
and  players'  union  bosses  turned  a  blind  eye  because  players  were 
getting  more  hits  and  scoring  more  runs,  which  was  generating 
moneymaking  interest  in  baseball. 


Yet  Bonds  stands  to  serve  as  many  as  30  years  in  the  slammer. 
There  having  been  no  crime  committed,  prosecutors  trotted  out  an 
old-time  fallback  perjury.  When  asked  before  a  grand  jury  back  in 
2003  if  he  had  used  steroids,  Bonds  replied  that  he  hadn't  done  so  know- 
ingly. A  fib?  All  that  athletes  such  as  Bonds  wanted  to  know  was  whether 
the  stuff  would  make  them  better  players.  They  weren't  interested  in 
ingredients,  just  the  promised  results.  Even  if  Bonds  knowingly  did 
use  steroids  and  didn't  fess  up,  he  wouldn't  be  facing  jail  time  had  he 
not  broken  the  home  run  record.  After  all,  Rafael  Palmeiro,  another 
baseball  player,  appears  to  have  lied  to  a  congressional  committee 
about  his  use  of  steroids,  and  he  isn't  being  pursued  for  perjury. 

The  moral  foundation  of  the  rule  of  law  is  that  the  law  will 
not  be  abused  or  bent  to  appease  the  mob.  The  Bonds  indictment 
is  more  like  a  whiff  of  the  French  Revolution,  which  descended 
into  terror,  than  of  the  American  Revolution,  which  led  to  our 
Constitution,  the  Bill  of  Rights  and  the  idea  that  the  law  will  be 
applied  fairly  and  in  a  timely  manner  to  one  and  all. 


Quick  Way  to  Stop  the  Killing 


FOR  THREE  YEARS  EUROPEAN  AND  AMERICAN  POLITICOS,  ENTER- 
tainers  and  humanitarians  have  been  wringing  their  hands  over  the 
bloody  outrages  being  perpetrated  against  the  inhabitants  of  Dar- 
fur,  a  region  in  Sudan.  Some  200,000  civilians  have  been  slaugh- 
tered, coundess  tens  of  thousands  of  women  have  been  violated  and 
more  than  2.5  million  people  have  been  made 
homeless.  The  terrorizers  are  fanatical,  irregular 
Arab  militias,  quiedy  encouraged  by  the  Sudanese 
government.  This  murderous  mayhem  is  meant 
to  "cleanse"  the  area  of  its  black  population. 

A  multinational  African  peacekeeping  force 
has  been  sent  to  Darfur,  but,  as  with  U.N.  peace- 
keepers in  other  parts  of  the  world,  it  has  been 
utterly  ineffective.  The  bloodletting  continues. 

There's  a  simple  way  to  bring  about  a  quick  end 
to  the  Sudanese  government's  genocide  campaign: 
Contract  a  security  firm  such  as  Blackwater  to 
send  in  several  hundred  of  its  people  to  get  the 
job  done.  The  folks  who  work  with  Blackwater 
are  well-trained  and  well-screened,  and  many  are  military  veterans, 
often  from  elite  units  such  as  the  Army  Special  Forces  and  the  Navy 
Seals.  They  could  provide  working  communications  equipment  to 
Darfur's  villages  so  that  in  the  event  of  an  attack  word  could  get  to 
peacekeepers  quickly.  A  Blackwater-like  operation  would  have  a  num- 
ber of  attack  helicopters  in  the  area  that  could  respond  immediately. 
In  addition,  these  operatives  could  give  the  African  peacekeepers  some 
quick  training,  as  well  as  bring  in  proper  equipment  for  them.  Then 


WHEN  ALL  TOE  BODIES  HAVE  BEEN  BURIED  IN  DARFUR. 
HOW  WILL  HISTORY  JUDGE  US? 


President  Bush  Genocide  is  happening  right  now  in  Darfur  You  can  end  it 


a  relative  handful  of  these  peacekeepers  could  make  short  shrift  of 
the  militias.  And  if  they  failed  to,  the  Blackwater-like  operatives  could 
Such  an  operation  is  not  without  precedent.  Sierra  Leone  hired 
a  South  African  security  firm  (now  defunct)  to  help  bring  peace  to 
its  blood-drenched  country  in  1995-97.  It  worked  The  violence  ceased 
But  when  these  forces  were  removed,  Sierra  Leone 
quickly  descended  into  mayhem  and  murder. 

Such  an  idea  would  be  greeted  with  screams 
of  "mercenaries!"  But  having  these  operatives 
work  with  the  African  peacekeepers  should 
help  mute  those  cries.  And  if  it  didn't,  such  an 
outburst  should  be  ignored.  There's  a  stark 
question  that  needs  to  be  faced:  Do  we  want  to 
stop  the  genocide  in  Darfur?  If  the  answer  is 
yes,  this  is  a  quick,  effective  way  to  do  it. 

Blackwater  has  been  the  subject  of  fierce 
political  attacks  lately  in  Washington.  Now  that 
the  "surge"  is  visibly  working  in  Iraq,  Washing- 
ton's anti-warriors  are  attacking  anything  that  is 
helping  the  war  effort.  Thus  the  strange  timing  of  the  congressional 
resolution  condemning  Turkey  for  the  Armenian  genocide  during 
World  War  I.  Turkey  happens  to  be  a  critical  conduit  for  getting 
supplies  to  our  forces  in  Iraq.  And  hence  the  attacks  on  Black- 
water's  security  operations  in  Iraq.  You'd  never  know  from  the  lurid 
newspaper  headlines  that  the  State  Department  contracts  with 
Blackwater  for  its  security  personnel  and  that  the  State  Department 
is  in  charge  of  how  and  where  this  personnel  is  used. 
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i'A  and  Comment  

Tax  Addicts 


EVEN  THOUGH  CONGRESS'  EXTENSION  OF  THE  MORATORIUM  ON 
taxing  the  Internet  lasts  for  another  seven  years,  greedy  states  and 
local  governments  are  still  conjuring  up  ways  to  lay  levies  on  Web- 
generatcd  activities. 

The  latest  example  is  New  York  State.  Last  month  the  state  gov- 
ernment was  all  set  to  impose  sales  taxes  on  stuff  bought  online, 
most  specifically  on  Amazon.com.  In  New  York  City  that  would 
have  meant  an  extra  charge  of  8.375%.  More  than  a  decade  ago  the 
Supreme  Court  ruled  in  a  case  involving  mail-order  houses  that 
sellers  must  collect  sales  taxes  only  on  purchases  in  states  where 
the  vendor  has  an  actual  physical  presence.  Unlike,  say,  Borders, 
Barnes  &  Noble  or  J.Crew,  which  have  stores  around  the  country, 
Amazon  and  other  e-retailers  have  no  storefronts  or  salespeople. 
Therefore,  except  for  in  a  handful  of  states,  Amazon  does  not  have 
to  impose  a  sales  tax  on  things  bought  through  its  site. 

The  Empire  State,  hungry  for  money  despite  nicely  increasing 
revenues  every  year,  recently  thought  to  strike  back.  Its  rationale?  Ama- 
zon and  other  e-retailers  have  so-called  affiliate  programs  through 
which  Web-site  operators  provide  links  to  e-retailers  in  return  for  a 
commission  on  sales  resulting  from  customers  using  the  link.  That, 
said  New  York,  is  the  equivalent  of  an  actual  salesperson  or  store- 
front. Amazon  has  nearly  a  million  such  affiliates  around  the  world. 

New  York's  interpretation  is  highly  questionable,  to  say  the 


least.  But  tax-hungry  governments  never  let  niceties  of  the  law  get 
in  the  way  of  pocketing  more  money,  even  if  their  tortured  legal 
interpretations  are  subsequently  overturned.  A  notorious  example 
of  this  was  when  California  collected  income  taxes  on  the  pension 
funds  of  retirees  from  around  the  country  who  had  once  resided  in 
the  Golden  State.  California's  piggy  pols  reasoned  that  funding  for 
the  pensions  was  accrued  by  those  folks  when  they  lived  in  Cali- 
fornia and,  therefore,  tax  was  owed  when  the  money  was  actually 
paid  out.  Other  states  did  the  same.  Heaven  help  the  peripatetic 
executive.  Congress  finally  stepped  in  and  barred  states  from 
imposing  taxes  on  the  retirement  income  of  former  residents. 

When  the  New  York  Sun  revealed  Albany's  tax  scheme,  belea- 
guered Governor  Eliot  Spitzer  quickly  backed  off.  His  popularity 
had  taken  a  serious  hit  over  his  plan  to  give  drivers'  licenses  to  il- 
legal aliens,  and  he  didn't  need  something  like  this  to  hurt  him  more, 
especially  as  he  had  promised  during  his  campaign  not  to  raise  taxes. 

The  state's  Department  of  Taxation  &  Finance,  however,  has 
left  the  door  open  for  revisiting  this  issue  after  the  Christmas  sea- 
son. Budget  Director  Paul  Francis  told  the  New  York  Sun:  "It's  not 
a  new  tax;  it's  simply  collecting  an  existing  tax.  I  don't  regard  it  as  a 
tax  increase.  It's  only  a  tax  increase  to  the  person  who  is  paying  it." 

Have  you  ever  seen  a  better  statement  about  the  taxing  men- 
tality of  all  too  many  politicos  these  days? 


Big  Apple 


Options:  The  Secret  Life  of  Steve  Jobs,  a  Parody — by  Fake 
Steve  Jobs  (Da  Capo  Press,  $22.95).  What  Steve  Jobs  did  with  the 
Mac,  Pixar,  the  iPod  and  the  iPhone  qualifies  him  for  the  entre- 
preneurs' Mount  Rushmore.  But,  as  you'd  expect,  a  man  with 
such  outsize  achievements  can  also  have  a  supersize  ego  and  per- 
sonality. And  so  FORBES  Senior  Editor  Dan  Lyons 
couldn't  resist  taking  shots  at  such  a  rich  target. 

For  more  than  a  year  Lyons  anonymously 
posted  a  satirical  blog  about  the  innermost  thoughts 
of  Fake  Steve  Jobs.  (Several  months  ago  the  New 
York  Times  outed  Lyons  as  the  author.)  Lyons  has  tri- 
umphantly demonstrated  that  the  humor  of  the 
Fake  Steve  Jobs  postings  works  as  a  full-length  novel. 
The  result  is  a  Silicon  Valley  send-up  that  will  keep 
you  laughing  nonstop.  It  humorously  skewers  the 
world  of  high  tech  and  its  truth-is-stranger-than-fic- 
tion  personalities.  Hollywood  and  much  else  also  take  their  lumps. 

The  story's  plot  is  based  on  Steve  Jobs'  real-life  run-in  with 
authorities  over  Apple's  backdating  of  stock  options  to  increase  their 
value.  Similar  scandals  beheaded  scores  of  corporate  chieftains.  But 
Jobs  has  so  far  been  spared.  Most  of  the  media  and  the  financial 
world  didn't  want  him  destroyed  because  that  would  have  meant 
the  end  of  Apple  as  we  know  it,  which  now  has  a  market  value  of 
more  than  $144  billion.  In  the  novel,  however,  an  ambitious  U.S. 
Attorney  thinks  scalping  Jobs  will  make  him  governor.  Fake  Steve's 
responses  at  the  initial  meeting  with  this  villainous  prosecutor  and 
his  associate  are  exacdy  how  anyone  who  has  gone  through  such 


an  experience  would  love  to  have  responded — but  dared  not. 

Fake  Steve  Jobs  has  no  lack  of  imperial  pretensions.  Any 
employee  who  isn't  supposed  to  talk  to  him  and  does  will  be 
quickly  fired.  Fake  Steve's  esthetic  sense  knows  no  bounds:  The 
man  goes  berserk  if  an  Apple  trucks  white  color  doesn't  strike 
him  as  quite  right.  "You  can't  imagine  how  many 
shades  of  black  there  are.  And  white."  His 
extremely  self-serious  musings  on  his  meditations 
and  how  he  eats  will  give  you  belly  laughs.  So  will 
his  thoughts  on  dealing  with  powerful  people. 
"Rule  Number  One  when  talking  to  people  who 
think  they're  powerful  is  this:  Insult  them.  Tell 
them  they're  stupid.  Challenge  them.  Unlike  the 
rest  of  the  world,  they're  not  used  to  this  kind  of 
abuse.  Nobody  ever  talks  to  them  like  this.  The  dis- 
respect knocks  them  back  on  their  asses  real  fast. 
Sure  enough  [Disney  CEO  Robert]  Iger  starts  backpedaling.  ..." 

Toward  the  story's  end  Fake  Steve  acknowledges  he's  something 
of  a  sociopath,  but  so  what?  "The  world  needs  sociopaths.  Who  else 
ever  gets  anything  done?"  From  the  temperature  of  his  chai  latte  to 
the  design  of  his  products,  Fake  Steve  is  a  terrorizing  perfectionist. 
He  creates  intense  anxiety  in  others,  ostensibly  to  generate  ideas  and 
improve  peoples  performance.  "Hold  people  to  an  impossibly  high 
standard,  but  here's  the  twist — don't  tell  them  what  that  standard  is. 
And  fire  them  if  they  fall  short.  You  know  what  that  does  to  people? 
Makes  them  crazy.  And  guess  what?  Crazy  people  are  more  creative." 
Lyons  has  set  his  own  high  standard  for  modern  satire.  F 
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With  Vanguard,  choosing  the  right  investments 
can  be  easier  than  getting  dressed. 

Low-cost  investing  made  simpler  I  Choices  can  be  overwhelming  -  especially  when  creating 
a  portfolio.  As  a  leader  of  low-cost  fund  investing  for  30  years,  Vanguard  knows  that  a  simpler 
approach  to  investing  may  be  better.  Every  investor  should  ask  a  few  key  questions,  then  focus 
on  just  a  few  funds.  Consider  a  handful  of  funds  that  can  meet  the  needs  of  most  investors  at 
vanguard.com/handful.  For  more  information  on  other  funds,  visit  www.vanguard.com. 


Connect  with  us®  >  vanguard.com/handful  >  800-890-8502  Vanguard 


Call  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 

Read  and  consider  it  carefully  before  investing.  Mutual  funds  are  subject  to  risks.  Connect  with  us.  Vanguard,  and  the  ship  logo  are  trademarks 

of  The  Vanguard  Group,  Inc.  All  other  marks  are  the  exclusive  property  of  their  respective  owners.  (S2007  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation.  Distributor. 


There  is  no  substitute  for  hard  work. 

—THOMAS  EDISON 


Buyer's  Remorse  Failing  to  pass  a  budget,  proposing  a 

huge  spike  in  federal  spending  and  offering  the  biggest  tax  increase 
in  history  are  not  the  only  hallmarks  of  this  Democratic  Congress. 
The  list  of  Congress'  failures  grows  each  month.  No  energy  bill.  No 
action  on  health  care.  No  action  on  the  mortgage  crisis.  No  immi- 
gration reform.  Precious  little  action  on  judges  and  not  enough  on 
reducing  trade  barriers.  Congress  has  not  done  its  work. 

Democrats  had  a  moment  after  the  2006  election,  but  now 
that  moment  has  passed.  They've  squandered  it.  They  have 
demonstrated  both  the  inability  and  unwillingness  to  govern. 
Instead,  after  more  than  a  decade  in  the  congressional  minority, 
they  reflexively  look  for  short-term  partisan  advantage  and 
attempt  to  appease  the  party's  most  strident  fringe.  Now  that 
Democrats  have  the  reins  of  congressional  power,  their  true 
colors  are  coming  out,  and  the  public  doesn't  like  what  it  sees. 

—KARL  ROVE,  Wall  Street  Journal 

Reckless  Stunt  [House  Speaker  Nancy]  Pelosi  and  her 
party  like  to  talk  about  bipartisanship.  Well,  in  the  1990s,  President 
Clinton  faced  similar  pressure  from  Congress  on  the  Armenian 
genocide.  He  asked  then-Speaker  Dennis  Hastert,  in  the  interest  of 
national  security,  to  kill  it.  Hastert  did  so,  quiedy.  Compare  that  to 
Pelosi  when  asked  [recendy]  about  the  horrible  timing  of  the 
resolution:  "There's  never  been  a  good  time."  Ah,  yes.  "Never  a  good 
time."  Pelosi  and  her  pals  have  trivialized  and  impeded  America's 
defense  for  almost  a  year  now.  Their  latest  stunt  will  hurt  our  Iraq 
war  effort  and  cause  needless  U.S.  troop  deaths — while  alienating  a 
strong  ally  in  the  war  on  terror.  As  former  Defense  Department 
official  Jed  Babbin  asked,  if  the  Democrats  are  so  keen  on  genocide, 
why  don't  they  do  something  about  Darfur  or  Burma?  Why  indeed. 

Democrats  have  tried  desperately  to  derail  the  Iraq  war — by 
voting  for  "immediate"  troop  withdrawals,  and  playing  games  with 
the  Pentagon's  budget  during  a  time  of  war.  They  called  General 
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David  Petraeus  a  liar.  They've  attacked  private  sector  contractors 
in  Iraq.  It  didn't  work.  Now,  we're  winning  the  war,  and  they're 
desperate.  Whatever  charms  their  domestic  policies  might  have  for 
you,  the  Democrats  can't  be  trusted  with  national  security. 

— Investor's  Business  Daily 

On  the  Move  The  middle  class  isn't  disappearing— it's 
moving  up.  The  Census  reports  that  the  share  of  U.S.  households 
earning  $35,000  to  $75,000  a  year  (in  '06  dollars)— roughly,  the 
middle  class — has  indeed  shrunk  slightly  over  the  last  decade, 
from  34%  to  33%.  But  so,  too,  has  the  share  earning  less  than 
$35,000— from  40%  to  37%.  It's  the  share  of  households  earning 
more  than  $75,000  that's  jumped— from  26%  to  30%. 

—DANIEL  T.  GRISWOLD,  Cato  Institute, 
RealClearPolitics.com 

Bait  and  Switch  [New  York  Governor  Eliot]  Spitzer  has 
lately  been  making  the  point  that  leadership  sometimes  requires 
doing  what  is  unpopular.  But  the  budget  gap — and  [his  proposed] 
tax  increase — is  the  consequence  of  precisely  Mr.  Spitzer's  failure 
to  risk  unpopularity  by  reining  in  education  spending.  The  new 
tax  would  be  an  abrogation  of  one  of  Mr.  Spitzer's  most  basic 
campaign  planks.  Mr.  Spitzer  got  elected  governor  in  part  by 
insisting  he  wouldn't  raise  taxes.  "What  I  think  is  what  I  say  and 
what  I  say  is  what  I  do."  Mr.  Spitzer  promised  in  a  Sept.  26,  2006, 
request,  "There  will  be  no  tax  increase  in  a  Spitzer  Administration." 
Read  his  lips.  Those  who  thought  Mr.  Spitzer  was  different  were 
wrong.  There  just  seems  to  be  something  about  a  Democrat  that 
spells  tax  increases.  Somehow  Mr.  Spitzer  wasn't  willing  to  risk  this 
kind  of  unpopularity  while  he  was  running  for  office. 

— New  York  Sun 

Apple  of  His  Eye  Bike  Helmet  Girl  introduced  me  to 
Ja'Red.  She  hadn't  said  anything  about  having  a  boyfriend,  but 
whatever.  Turns  out  he's  an  extreme  Apple  fanboy.  When  I  shook 
his  hand,  he  cried.  The  next  day  he  showed  up  at  Apple  head- 
quarters, barefoot,  and  said  we  could  either  hire  him  or  call  the 
police.  Fair  enough,  I  knew  what  he  was  up  to,  because  this  is 
how  I  got  my  job  at  Atari  back  in  the  seventies.  As  it  happens  I 
had  just  fired  my  previous  assistant  because  he  wanted  to  know, 
when  I  asked  for  a  chai  latte  at  exactly  one  hundred  and  sixty-five 
degrees,  if  I  meant  Fahrenheit  or  Celsius.  Idiot.  So  I  hired  Ja'Red 
on  the  spot,  right  there  in  the  lobby,  and  made  him  my  personal 
assistant,  with  the  official  title  of  "Apprentice  Wizard  at  Large." 

—FAKE  STEVE  JOBS, 
Options:  The  Secret  Life  of  Steve  Jobs,  a  Parody 

Let  Yourself  Go  One  horse-laugh  is  worth  ten  thou- 
sand syllogisms. 

— H.L.  MENCKEN  F 


Only  one  casino  resort  in  the  world  holds 
both  the  Mobil  5  Star  and  AAA  5  Diamond  rating. 

^  M  X  X  >c 


Guess  who? 


Current  Events 


By  Paul  Johnson 


Pursuing  Success  Is  Not  Enough 


WHEN  I  WAS  JUST  BEGINNING  ADULT  LIFE— DURING  MY  FIRST 
term  at  Oxford — I  was  struck  by  an  autobiographical  reminis- 
cence of  the  writer  W.  Somerset  Maugham.  He  wrote,  as  I  recall: 
"When  I  was  18, 1  desperately  wanted  to  be  rich,  successful  and 
famous.  Now  I  am  all  three,  but  I  am  not  sure  I  am  any  happier." 

The  comment  made  Maugham  seem  bitter,  suspicious  and 
uneasy.  When,  years  later,  I  got  to  know  Maugham,  I  realized 
why  he  had  made  this  remark.  He  was  locked  in  litigation  with 
his  family,  who  were  after  his  money.  I  felt  sorry  for  him. 

When  I  look  at  The  Forbes  400,  the  billionaire  and  the  celebrity 
rich  lists,  I  wonder  how  many  of  the  people  on  them  are  actually 
happy.  And  what  about  fame  and  success?  I  remember  what  Noel 
Coward  once  said  to  me  regarding  fame:  "It's  a  very  fragile  thing, 
old  boy.  Rather  like  carrying  a  Ming  vase  in  a  storm  of  wind.  It  can 
be  snatched  out  of  your  hand  any  moment.  Then  you  miss  it." 

As  for  success,  here's  what  Lord  Beaverbrook,  the  greatest 
media  magnate  of  his  day,  had  to  say  on  the  subject:  "Aw,  Mr. 
Johnson,  success  is  much  less  important  than  health.  You  can  be 
the  richest  man  in  the  world,  and  the  most  successful  man  alive, 
but  if  you  lose  your  good  health  you  will  be  a  very  unhappy  man." 

It  is  well  to  bear  in  mind  these  warnings.  Not  that  anyone  will 
be  deterred.  Ambitious  men  and  women  will  continue  to  pursue 
wealth,  fame  and  success  until  the  end  of  time.  And  if  they  didn't 
do  so,  the  world  would  be  not  only  a  much  poorer  place  but  a  far 
less  interesting  one. 

Guidelines 

The  question  to  be  asked,  then,  is  this:  How  can  the  quest  for 
wealth,  fame  and  success  be  combined  with  the  pursuit  of  happi- 
ness? I'm  not  sure  there's  a  foolproof  answer.  But  there  are  some 
useful  guides.  Here  are  four  of  the  most  important. 

•  Try  to  combine  the  pursuit  of  wealth  with  creativity.  Clever 
manipulation  of  bits  of  paper  and  values  may  make  you  a  billion- 
aire, but  creating  a  successful  business,  expressed  in  solid  objects 
(factories,  offices,  docks  and  facilities,  things  of  bricks  and  mortar 
and  concrete)  or  in  real  estate  (in  lands  and  plantations)  is  more 
conducive  to  happiness.  To  make  something — something  real,  vis- 
ible, fruitful  and  productive — where  once  there  was  nothing  is  a 
fine  expression  of  one  of  the  deepest  and  healthiest  human  instincts. 

•  A  successful  man  is  likely  to  find  happiness  in  producing  some- 
thing useful  or  delightful  or  beautiful.  I've  found  this  to  be  true 
myself  in  producing  books — more  than  40  at  last  count — some 
more  than  1,000  pages  and  some  with  superb  illustrations.  My 
accolades  I  share  with  my  publishers  and  printers. 


It  must  be  a  grand  thing,  and  a  deep  source  of  happiness,  to 
produce  an  entirely  new,  desirable,  handy  and  cheap  everyday 
object  that  hundreds  of  millions  welcome  and  enjoy — for 
instance,  a  revolutionary  corkscrew  or  a  safety  razor,  a  compact 
or  a  handbag.  I  remember  as  a  child  hearing  the  shouts  of  delight 
with  which  the  grown-up  female  members  of  my  family  greeted 
the  first  nylons.  What  a  triumph  to  have  produced  those! 

•  Create  happiness  and  satisfaction  by  creating  jobs.  And  not  just 
paid  occupations — all  governments  do  that,  often  by  the  mil- 
lion— but  genuine  jobs  that  justify  themselves,  have  a  real  pur- 
pose and  longevity.  The  great  12th-century  Jewish  sage 
Maimonides  wrote  that  charity  is  a  blessing,  and  we  must  all 
exercise  it  if  we  can.  But  the  finest  form  of  charity  is  to  enable  a 
poor  man  to  support  himself  with  honor  and  usefulness. 

A  businessman  who  can  create  useful,  well-paid  and  secure 
jobs  is  doubly  blessed,  by  the  individual  he  makes  self-supporting 
and  by  the  society  he  renders  more  secure.  He  helps  himself,  too, 
for,  as  Maimonides  says,  there  is  joy  in  lifting  people  out  of  want, 
not  by  alms  but  on  a  permanent  basis. 

•  Job  creation  leads  me  to  the  fourth  source  of  happiness  that  the 
right  kind  of  success  brings.  It  should  have  a  moral  basis.  If  pos- 
sible, it  should  be  consistent  with  the  needs  of  our  fellow  men 
and  women  in  the  broadest  sense,  not  just  their  material  needs 
but  their  emotional  and  spiritual  needs. 

A  tall  order,  you  say?  Yes,  it  is  a  tall  order.  But  then,  the  pur- 
suit of  happiness  is  a  very  ambitious  undertaking — Utopian, 
almost — and  one  that  requires  the  highest  kind  of  standard  in 
the  methods  used  to  attain  it. 

How,  in  general,  can  the  pursuit  of  success  be  made  consistent 
with  the  needs,  in  the  broadest  sense,  of  other  people?  Only  if  it 
conforms  to  a  set  of  moral  principles.  I'm  not  saying  that  a  busi- 
nessman should  primarily  pursue  moral  aims.  That  would  be  ask- 
ing too  much,  and  I  suspect  it  wouldn't  work.  What  he  ought  to  do, 
however,  is  to  ensure  that  his  business,  his  methods  and  his  prod- 
ucts or  services  are  not  incompatible  with  morality.  He  or  she 
should  always  be  careful  when  devising  a  business  strategy  or  enter- 
ing a  new  product  field  to  study  the  moral  implications  with  at  least 
as  much  attention  as  is  paid  to  the  legal  and  regulatory  implications. 

Of  course,  it  is  desirable,  to  my  mind,  that  all  business  activi- 
ties be  rooted  in  Judeo-Christian  teaching,  both  theoretical  and 
practical,  or  conform  to  a  morally  defensible  framework  of  prin- 
ciples. We  should  not  pursue  wealth,  fame  and  success  for  their 
own  sake.  If  we  want  a  chance  at  happiness  as  well,  our  vision 
must  be  placed  much  higher.  F 


Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Ernesto  Zedillo,  director, 

Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear,  Stearns  &  Co.  Inc., 

rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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The  comfortable,  yet  refined,  Kia  Amanti. 

Sit  back  and  relax  in  the  8-way  power  adjustable'  lap  of  luxury.  Enjoy 
the  spacious  and  well-appointed  interior  with  available  Infinity"-'  audio 
system.  And  rest  assured,  with  the  safety  of  8-standard  airbags  and 
available  Electronic  Stability  Control  plus  the  power  of  a  264-hp  V6 
engine  and  Sportmatic"  transmission,  your  ride  will  feel  as  good  as  it 
looks.  For  more,  visit  kia.com.  Starting  at  $26,195.* 


Digital  Ruies 

By  Rich  Karlgaard,  Publisher 


How  to  Give  Great  Speeches 


PUBLIC  SPEAKING  TOPS  MANY  PEOPLE'S  LIST  OF  FEARS.  IT'S 
right  up  there  with  snakes  and  skydiving — or  so  we  hear.  Don't 
believe  it.  Most  readers  of  this  magazine  would  prefer  a  speech  to 
a  pit  of  pythons.  Business  at  the  top  demands  frequent  public  pre- 
sentations. If  you  own  or  run  any  significant  organization,  you'll 
soon  get  enough  opportunities  to  become  passably  good  at  giv- 
ing speeches.  Or,  at  least,  lose  the  fear. 

How,  then,  do  you  go  from  good  to  great? 

I  don't  grade  my  own  speeches — that's  up  to  the  audience — but 
I  sure  do  give  a  lot  of  them.  About  80  a  year,  including  the  mod- 
erating of  panels.  Here  are  some  tips  I'll  share  about  giving  speeches: 

•  Avoid  using  PowerPoint.  Tell  stories  instead. 

•  If  you  must  use  PowerPoint,  use  it  as  a  punch  line.  The  cleverest 
use  of  PowerPoint  I've  seen  lately  was  by  a  woman  talking  about 
small-city  entrepreneurs.  She  talked  about  the  youth  and  scruffi- 
ness  typical  of  the  breed.  She  emphasized  the  importance  of  startup 
capital.  So  far,  no  PowerPoint.  Then  she  put  a  question  to  the  audi- 
ence: Would  you  have  loaned  money  to  these  guys?  Next  she 
flashed  a  photo  of  Microsoft's  founding  team — Bill  Gates,  Paul 
Allen  and  another  nine  of  the  geekiest  dorks  you've  ever  seen. 
The  crowd  roared  with  laughter.  The  speaker's  point  was  made. 

•  Get  away  from  the  podium.  Walk  the  stage  while  you  talk.  Yes, 
this  means  you  must  learn  your  material  well  enough  not  to  need 
notes  or  a  Teleprompter.  Personally,  I  lack  the  athletic  skills  nec- 
essary to  walk  and  click  through  PowerPoint  slides  at  the  same 
time.  So  I  avoid  PowerPoint. 

•  Once  you've  learned  to  speak  without  notes  while  walking  the  stage, 
two  things  will  happen,  both  good:  The  audience  will  stay  focused 
on  you,  and  you  will  stay  focused  on  the  audience.  Who  but  the  au- 
dience can  you  look  at  when  you're  on  stage,  free  of  notes  and  a  clicker? 

•  Don't  see  the  audience  as  a  sea  of  suits.  Look  at  individual  faces  in 
the  audience.  Pick  out  two  or  three  in  each  quadrant  and  look  at 
each  face  for  a  good  five  seconds  before  moving  on  to  the  next. 

•  How  best  to  start  a  speech?  I  thank  the  sponsor  and  introducer, 


and  then  I  poll  the  audience  on  a  couple  of  questions.  Are  you 
bullish  or  bearish  on  the  economy?  On  stocks?  Let's  see  a  show  of 
hands.  Asking  questions  does  two  great  things.  It  creates  a  bond 
between  you  and  the  audience,  signaling  that  you're  in  this 
together.  Second,  asking  questions  calms  the  nerves. 

•  Do  you  fear  you  might  break  out  in  flop  sweat,  like  Albert 
Brooks  in  Broadcast  News'?  Boy,  I  used  to!  I  cured  it  by  dabbing 
antiperspirant  cream  on  my  forehead,  nose,  cheeks  and  neck  the 
night  before  a  speech.  I  did  this  for  a  few  years.  Now  I  don't  need 
to,  because  I've  lost  my  fear  and  consequently  don't  suffer  from  it. 

•  When  I'm  on  TV  I  always  wear  a  blue  shirt.  But  when  I'm  giv- 
ing a  speech  to  a  live  audience  I  always  wear  a  white  shirt.  White 
looks  best  live,  and  it  won't  turn  dark  at  the  neck  if  you  get  over- 
heated. Remember  Al  Gore's  sweat-stained  blue  shirts  during  the 
2000  presidential  campaign?  Never  let  that  happen  to  you. 

•  If  you're  speaking  to  your  own  company,  wear  clothes  that  are 
similar  to  (or  maybe  slightly  better  than)  your  colleagues'  clothes.  If 
you're  speaking  to  an  outside  company  or  at  an  industry  conference, 
always  wear  a  suit.  Even  if  the  invitation  says  "business  casual." 

•  Use  humor,  but  let  it  be  spontaneous  and  relevant  to  the  audi- 
ence's interests.  Never  make  fun  of  anyone  in  the  audience.  Avoid 
canned  jokes  like  the  plague.  Bawdy  humor?  Don't  go  there. 

•  Let  your  energy  build  throughout  your  speech.  Wave  your 
arms.  Shout.  Whisper.  Be  animated. 

•  By  the  way,  you'll  never  be  able  to  fake  passion.  It  must  be 
authentic.  You  must  deeply  believe. 

•  Finish  strong,  and  don't  be  afraid  to  accept  applause.  I  used  to 
try  to  get  offstage  as  fast  as  I  could,  until  a  sponsor  told  me  that 
an  audience  wants  and  needs  to  shower  applause  on  a  speaker.  It's 
cathartic.  Accept  applause  happily  and  graciously. 

•  Send  handwritten  thank-you  notes  and  small  gifts  (if  appropri- 
ate) to  the  hosts  of  your  speaking  engagement. 

Do  these  things  and  I  promise  that  you'll  become  a  speaker  in 
high  demand. 


Bonus  Tip:  YouTube 


YOUTUBE  IS  A  TREASURE  TROVE  OF  GREAT  RECORDED  SPEECHES. 
Watch  some.  You'll  learn  by  osmosis.  Below  are  some  of  my  favorites. 
Rather  than  typing  in  a  url,  take  the  easy  route.  Go  to  YouTube.com 
and  type  in  the  speaker  and  speech  title. 

Burt  Rutan,  "Houston,  We  Have  a  Problem!"  The  world's 
best-known  aircraft  designer  bashes  government  bureaucracy 
and  makes  his  case  for  private  space  travel. 

Steve  Jobs,  Stanford  Commencement  Speech.  Apple's  CEO 
talks  about  learning  from  setbacks. 

Ronald  Reagan,  "A  Time  for  Choosing."  His  1964  coming-of-age 


televised  speech  to  revive  Barry  Goldwater  s  presidential  campaign. 

Ronald  Reagan,  "Tear  Down  This  Wall."  Delivered  at  the 
Brandenburg  Gate  in  West  Berlin,  Germany,  1987. 

John  E  Kennedy,  Inaugural  Address.  "We  shall  pay  any  price, 
bear  any  burden  ...  to  ensure  the  survival  and  the  success  of  lib- 
erty. This  much  we  pledge,  and  more."  Also:  "The  rights  of  man  come 
not  from  the  generosity  of  the  state,  but  from  the  hand  of  God."  F 
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Monthly  Miracles 

Two  business  professors  suggest  in  a  paper  that  hedge  fund 
managers  engage  in  "the  purposeful  avoidance  of  report- 
ing losses."  Examining  4,200  funds  from  1994  to  2005, 
Vanderbilt's  Nicolas  P.B.  Bollen  and  Indiana's  Veronika  Pool 
found  what  they  call  a  strange  but  persistent  "kink": 
Funds  reported  far  more  months  of  small  gains  than  of 
small  losses,  in  a  pattern  not  explainable  by  underlying 
fundamentals.  The  good  months  tended  to  be  periods 
when  the  managers  could  value  their  own  illiquid  invest- 
ments because  the  yearly  audit  was  not  imminent.  While 
not  ruling  out  simple  undue  optimism,  the  profs  speculate 
managers  were  trying  to  attract  investors  who  measure 
funds  by  the  number  of  up  months.  Recommendation: 
Regulators  should  take  a  closer  look.  — Daniel  Fisher 


Stephen  Jones  and  tax  break. 


INFORMER@FORBES.COM 

So  Crime  Did  Pay 

Soon  after  Timothy  J.  McVeigh 
was  convicted  in  1997  of  the 
1995  Oklahoma  City  bombing, 
his  court-appointed  lead  law- 
yer, Stephen  Jones,  gave  171 
boxes  of  defense  documents 
to  the  University  of  Texas 
and  with  his  wife  claimed  a 
$295,000  tax  deduction.  A  U.S. 
Tax  Court  judge  just  agreed 
with  the  Internal  Revenue 
Service  that  under  Oklahoma 
law  Jones  didn't  own  the  files — 
McVeigh  did — and  couldn't 
take  the  tax  benefit.  The  judge  disallowed  carryover  deductions 
totaling  $15,000  for  2000  and  2001,  the  year  McVeigh  was 
executed.  Fighting  the  IRS  over  another  donation,  Jones  tells 
FORBES  he'll  appeal  on  grounds  he  can  show  ownership,  even 
though  McVeigh  didn't  sign  a  deed.  But  Jones  says  he  still  was 
able  to  use  the  other  $280,000  in  earlier  tax  years  because  the  feds 
brought  their  challenge  too  late.  —Ashlea  Ebeling 

Biggest  Blot  of  All 

A  Hawaii  bankruptcy  judge's  recent  finding  ordering  Phoenix's  Mesa 
Air  Group  to  pay  $80  million  for  misusing  a  rival's  confidential 
data  isn't  the  first  blot  on  the  resume  of  Jonathan  G.  Ornstein,  who 
runs  the  airline.  As  FORBES  reported  years  ago,  the  SEC  in  1992 
upheld  a  fine  and  multiyear  suspension  as  a  stockbroker — his  prior 
career.  The  agency  cited  unauthorized  trading,  misrepresentation 
and  frustrating  investigators.  Ornstein's  official  disciplinary  record 
printout  back  then:  2 1  feet  long.  In  the  new  case  the  judge  said  that 
Mesa's  now  fired  chief  financial  officer  covered  up  evidence  on 
his  own  but  that  the  regional  carrier  benefited.  Mesa  disputes 
the  finding,  is  appealing  and  calls  it  unfair  to  cite  old  Ornstein 
baggage.  Mesa  shares  recently  traded  at  $3.90— down  72%  over 
four  years.  —William  P.  Barrett 


This  Is  Charity? 


Long-Term  View 

Since  a  reverse  merger  in  September  with  a  dormant  Internet 
mortgage  services  firm,  shares  of  Nile  Therapeutics  have  risen 
240%  to  a  recent  $6  for  a  $143  million  market  cap.  Latest  financial 
statements  show  nil  revenue,  losses  and  an  accumulated  deficit. 
The  Berkeley,  Calif,  company  hopes  to  win  approval  for  a  heart 
treatment  product  licensed  from  the  Mayo  Clinic.  Yet  current 
shareholders  have  filed  to  unload  large  stakes — in  a  prospectus 
listing  11  pages  of  investment  risk  factors.  Nile  has  just  four 
employees,  one  of  whom — boss  Peter  Strumph — says  that  so  few 
shares  trade  daily  that  the  stock  price  means  little.  Nile  says  in  a 
filing  it  doesn't  expect  success  "for  several  years,  if  ever."—  W.P.B. 

Deep  Gloat 

New  York  City  porn  moviemaker  Pitbull  Productions  told  com- 
petitors to  close  a  Web  site  allowing  unauthorized  downloads  of 
its,  ah,  intellectual  property.  The  irked  rivals  then  posted  online 
comments  suggesting  Pitbull  personnel  carried  sexual  diseases. 
Pitbull  sued  successfully — not  for  defamation  but  for  trademark 
infringement.  A  federal  judge  just  gave  Pitbull  $500,000  plus 
ownership  of  the  offending  Web  site  itself.       — Asher  Hawkins 


Some  tiny  youth-focused  nonprofits  spend  much  on  the  marketing  but  little  on  the  cause. — W. 


ORGANIZATION  I  LOCATION 


INCOMING  %  LEFT  AFTER       %  TOTAL  EXPENSE 

DONATIONS  (SMIL)  FUNDRAISING  COST  SPENT  ON  MISSION 


Children's  Charitable  Foundation  |  Seneca,  S  C. 


$2.2 


11% 


6% 


Children's  Charity  Fund  |  Sarasota,  Fla 


1.3 


17 


10 


Committee  for  Missing  Children  |  Lawrenceville,  Ga.  3.1 

11 

11  ( 

,  Find  the  Children  !  Santa  Monica,  Calif.  0.8 

29 

33 

1  Naf  1  Children's  Leukemia  Foundation  |  New  York,  N.Y.  1 .5 

20 

10 

1  Wishing  Well  Foundation  USA  |  Metairie,  La.             1 .3 

19 

13 

I  Youth  Development  Fund  |  Knoxville,  Tenn.  3.1 

19 

18 

I  AVERAGE  FOR  FORBES  200  BIGGEST  NONPROFITS  LIST  (p.  182) 

90 

85 

Source:  Individual  nc  sf  available  IRS  Form  990  or  financial  statement. 
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By  John  J.  Paris,  Jesuit  priest  and  professor  of  bioethics  at  Boston  College. 


Pulling  the  Plug 


\Ne  must  find  a  way  to  relieve  the  wrenching  pain  and  high  cost  of  end-of-life  care  decisions 


FOR  THE  LAST  30  YEARS  FAMILIES, 
physicians  and  medical  institutions  have 
been  clashing  over  end-of-life  care. 
When  a  doctor  thinks  it's  time  to  stop 
treatment  but  the  family  disagrees,  whose 
view  should  prevail?  What  standard,  if 
any,  should  guide  these  decisions? 

The  prevailing  ethos  in  American 
medicine:  Follow  a  family's  directives  no 
matter  how  intolerably  they  deviate  from 
the  standard  of  care.  You  can  try  to  change 
the  family's  mind,  but  you  should  not 
force  their  hand.  Such  respected  experts  as 
Robert  Truog,  director  of  clinical  ethics  at 
Harvard  Medical  School,  propose  that 
doctors  should  honor  the  family's  choices 
at  the  end  of  a  patients  life  "even  when  we 
believe  their  decisions  are  wrong."  If  the 
doctor  feels  strongly,  says  Truog,  he  or  she 
should  seek  a  court  order  to  end  the 
medical  treatments. 

A  recent  case,  Howe  v.  Massa- 
chusetts General  Hospital,  highlights 
the  problem.  Barbara  Howe  was  ad- 
mitted to  the  hospital  in  October 
1999  with  severe  amyotrophic  lateral 

sclerosis  (Lou  Gehrig's  disease).  She  named  her  daughter  Carol  as 
her  health  care  proxy  and  gave  instructions  that  she  wanted  "every- 
thing possible,"  so  long  as  she  could  appreciate  her  family.  Some 
three  years  later  postadmission  neurologists  determined  that  Bar- 
bara Howe,  though  responsive  to  pain,  could  not  communicate.  The 
daughter  insisted  on  continued  ventilatory  support  until  her  mother 
was  "brain  dead"  or  "semicomatose." 

The  hospital's  ethics  committee  reviewed  the  case  and  noted, 
"There  is  now  100%  unanimous  agreement  that  this  inhumane 
travesty  has  gone  far  enough.  This  is  the  Massachusetts  General 
Hospital,  not  Auschwitz."  The  hospital's  attempt  to  get  a  court 
ruling  took  ten  months,  and  the  judge  denied  the  request  to 
withdraw  ventilatory  support.  Carol  remained  the  health  care 
proxy  with  the  instruction  to  "act  in  Barbara's  best  interests." 

In  February  2005  the  hospital,  invoking  a  recent  policy  on 
resolving  intractable  conflicts,  informed  Carol  that  if  her  mother 
was  not  transferred  to  another  facility  within  a  week,  life  support 
would  be  withdrawn.  After  losing  a  court  petition  to  block  the 
hospital's  action,  Carol  called  a  press  conference  to  denounce  the 


States  should  write  laws 
that  allow  hospitals  to 
withdraw  life  support. 


plan  "to  kill  my  mother." 

A  court-mediated  settlement  agree- 
ment was  finally  reached.  It  provided  for 
three  additional  months  of  ventilatory 
support,  after  which  Carol  would  cease  to 
be  her  mother's  health  care  agent.  Barbara 
Howe  died  26  days  before  the  extension 
ended.  Total  cost  of  treatment:  well  over 
$4  million. 

A  much  better  way  out  of  this  morass 
is  for  states  to  write  laws  allowing  hospitals 
to  withdraw  support.  A  Texas  case,  Hudson 
v.  Texas  Children's  Hospital,  illustrates  the 
principle.  Unlike  Massachusetts,  where  the 
only  alternative  was  to  undertake  a  cosdy, 
prolonged  legal  challenge,  Texas  has  a  1999 
statute  letting  physicians  and  the  hospital 
withdraw  life-prolonging  interventions  over 
family  objections  if  the  doctors'  decision  is 
approved  by  an  ethics  committee  and 
no  other  hospital  that  is  willing  to  treat 
the  patient  as  the  family  wishes  can 
be  found  within  ten  days.  Virginia, 
Maryland  and  California  have 
similar  statutes. 

In  the  Hudson  case  the  mother 
of  an  infant  born  with  a  lethal  genetic  deformity  characterized  by 
a  small  rib  cage  and  underdeveloped  lungs  insisted  on  continued 
ventilation  even  though  the  physicians  determined  the  infant  was 
"slowly  suffocating."  After  40  hospitals  declined  to  accept  the 
child  on  transfer,  Texas  Children's,  concerned  it  would  appear 
callous  if  it  overrode  the  mother's  objections,  sought  court  confir- 
mation of  the  statutory  authorization  to  withdraw  life  support. 

A  Texas  probate  court  ruled  in  2005  that  under  the  statute, 
Texas  Children's  could  withdraw  life  support  without  incurring 
legal  liability.  The  family  did  not  appeal.  The  respirator  was 
turned  off  and  the  infant  died  moments  later. 

The  Hudson  case  demonstrates  that  a  statutory  provision  can 
be  both  efficient  and  effective  in  ending  the  inevitable  disputes 
between  doctors  and  families.  No  family  has  ever  gone  to  court 
seeking  to  override  a  hospital's  decision  to  follow  the  Texas 
statute.  Should  a  family  do  so  the  court  would  be  bound  to  follow 
the  law.  Under  the  Texas  process,  a  few  weeks  of  negotiation  and 
attempts  at  transfer,  not  several  years  of  litigation,  bring  a  resolu- 
tion to  the  conflict.  F 
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OME  PEOPLE  THINK 


ALL  INSURANCE  IS  THE  SAME. 


They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 


So,  insure  with  the  best.  Insure  with  Chubb. 


To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.5 


COMMERCIAL  INSURANCE  •  SPECIALTY  INSURANCE  •  PERSONAL  INSURANCE 


CHUBB 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb.  Box  i615,  Warren,  NJ  070611615.  ©  2007  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 
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Flying  Solo 

Robert  Korzenski,  the  new  chief  of  Solo 
Cup,  was  trying  to  save  the  70-year-old 
privately  held  company.  Bungled  family 
management  had  left  the  Highland  Park, 
111.  manufacturer  of  disposable  beverage 
cups  struggling  to  find  enough  cash  to 
service  $1.1  billion  in  debt. 

Since  our  story  Korzenski  has  staged  a 
selloff  of  noncore  assets,  including  its 
Japanese  subsidiaries  and  a  party  table- 
ware business.  To  raise  cash  it  sold  six 
manufacturing  plants  and  leased  them 
back.  It  will  close  plants  in  Illinois  and 
Massachusetts.  Solo  has  shrunk  sales  from 
$2.4  billion  to  $2.2  billion.  It  has  paid  off 
loans,  including  a  $130  million  high-inter- 
est loan,  and  cut  its  long-term  debt  to 
$786  million.  In  October  Fitch  Ratings 
upgraded  the  credit  outlook  on  the  com- 
pany's debt  from  negative  to  stable. 

As  for  the  founding  Hulseman  family, 
shortly  after  our  story  they  lost  control  of 
the  board  to  Vestar  Capital  Partners,  the 
private  equity  firm  that  holds  a  minority 
stake.  The  board  cut  the  $1.1  million 
annual  salaries  of  two  family  members  to 
$114,000,  and  family  who  act  as  consult- 
ants no  longer  get  benefits  like  health  care. 

— Emily  Lambert 


JANUARY  6,  2003 

Deep-Pocket  Fishing 

We  looked  into  how  plaintiff  lawyer  Edward 
Fagan  was  trying  to  set  a  precedent  for  a  new 
kind  of  case,  in  which  foreigners  bring'their 
overseas  personal  injury  claims  in  U.S. 
courts.  European  courts  don't  usually  allow 
class  actions  or  award  punitive  damages. 
Fagan's  case  involved  an  Austrian  cable  car 
accident  that  killed  1 55  people.  Since  some 
of  the  defendants,  including  Siemens,  had 
done  business  in  the  U.S.,  Fagan  argued  that 
the  suit  belonged  in  America. 

In  June  Fagan  lost  that  argument  when 
Shira  Scheindlin,  a  federal  judge  for  New 
York's  Southern  District,  dismissed  the  suit. 
The  judge  went  further,  though,  slapping 
Fagan  with  a  $5,000  fine  after  concluding  that 
he  "has  engaged  in  a  pattern  of  unethical 
behavior."  Scheindlin  noted  that  bankruptcy 
proceedings  involving  Fagan  revealed  he  was 
$13.6  million  in  debt,  adding  Fagan  didn't 
have  the  resources  to  represent  his  clients. 
Fagan,  refusing  to  call  it  quits,  has  appealed 
Scheindlin's  ruling.        — Asher  Hawkins 

JANUARY  31,  2005 
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Sugar  Low 


Life  has  not  been  sweet  for  British  sugar 
giant  Tate  &  Lyle  since  our  upbeat  story 
three  years  ago.  Profits  in  the  last  six 
months  slid  22%  from  the  same  period  a 
year  ago,  and  shares,  traded  on  the  Lon- 
don exchange,  are  off  2%  since  our  story. 
Why  the  sour  notes?  The  weak  dollar,  for 
one.  Up  to  80%  of  profits  at  the  $7.5  bil- 
lion (revenues)  company  are  US.-dollar- 
derived,  not  a  good  thing  for  a  British 
company  these  days.  A  rise  in  shipping 
prices,  which  Tate  attributes  to  increased 
demand  from  China,  has  made  the  sugar- 
trading  business  costlier.  — A.H. 
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85  YEARS  AGO  IN  FORBES  | 
NOVEMBER  22,  1922 

Car  Clash  Within  a  few  years 
America  will  have  only  a  few  auto- 
mobile companies.  The  next  two  or 
three  years  will  determine  which 
companies  are  to  come  to  the  front 
and  form  the  nucleus  for  gigantic 
combinations  and  which  companies 
will  either  go  by  the  board  or  be 
swallowed  up  by  the  fittest  survivors. 

30  YEARS  AGO  IN  FORBES  | 
MARCH  15, 1977 

The  Wonderful  World  Of 

Disney  Since  Walt  Disney  died  in 
1966,  the  company,  now  headed  by 
Chairman  Donn  B.  Tatum,  has  jumped 
to  medium  size.  Revenues  have 
increased  by  more  than  400%,  net  by 
502%.  Equally  impressive  is  the 
company's  ability  to  maintain  profit 
margins  in  the  face  of  inflation  and  of 
the  dwindling  novelty  of  some  of  the 
older  Disney  attractions.  Overall  rev- 
enue at  Disneyland  and  Disney  World 
has  grown  almost  five  times  as  fast  as 
attendance,  and  Disney  has  been  able 
to  maintain  operating  margins  at 
both  parks  at  about  18%  to  19%. 

More  theme  park  visitors  and 
cable  TV  success  boosted  Disney's 
profits  12%  in  the  fourth  quarter. 

25  YEARS  AGO  IN  FORBES  | 
OCTOBER  25,  1982 

Estee  Lauder  Makes  Up 

"Every  cosmetics  buyer  in  the  county 
comes  to  New  York  twice  a  year,"  says 
Blanche  Friedman,  Bonwit  Teller's 
cosmetics  buyer.  "Before  she  goes  out 
to  Brooklyn  to  visit  her  mother,  she 
stops  at  Bloomingdale's  to  see  what's 
new."  One  of  the  few  names  that  can 
stand  up  to  a  hard-driving 
department  store  these  days,  industry 
gossip  has  it,  is  Estee  Lauder.  At 
Bloomingdale's,  for  instance,  Lauder 
now  controls  about  one-fourth  of  the 
total  space.  Its  main  counter  in  the 
high-traffic  area  equals  Arden's, 
Halston's  and  Christian  Dior's 
combined,  and  Lauder's  Clinique  and 
Lauder/Prescriptives  also  have  counters. 

Scion  William  Lauder  is  stepping  aside 
as  Estee  Lauder  chief. 
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ROBUST  SECURITY 

Dell  offers  exceptional  encryption  solutions  to 
protect  against  internal  and  external  threats  with  an 
industry-first  combination  of: 

•  Dell's  Security  Best  Practices 

■  Seagate  Hardware  Encrypting  HDD 

■  Wave  Systems  Corporation  Management  Solution 
Available  on  select  Dell  Latitude  notebooks. 
Secure  your  data  and  your  peace  of  mind  with  Dell. 


LEARN  HOW  DELL  SIMPLIFIES  SECURITY  AT 
DELL.COM/Secure  or  call  866.212.9330 


Scary  Symptoms 

f  E  ALL  KNOW  HOW  FRIGHTENING  BIRD  FLU  IS.  BUT 
a  new  Government  Accountability  Office  report- 
released  on  Halloween — warns  that  a  massive  out- 
break of  a  more  mundane  respiratory  virus  could 
be  a  mighty  disaster,  too.  Normal  flu  season  claims 
the  lives  of 36,000  Americans  and  costs  employers  $10  billion.  A  slight 
mutation  that  turns  a  plain  old  flu  season  into  a  pandemic— scien- 
tists say  we're  due  for  one — would  require  medical  care  for  up  to  42 
million  Americans  and  slice  perhaps  $600  billion  off  our  GDP. 

The  biggest  problem  isn't  a  lack  of  medicine.  Production  rates  of 
vaccines  for  three  seasonal  viral  strains  are  up  62%  this  year  to  565 
million  doses,  which  should  be  initially  adequate.  (A  recent  study  sug- 
gests that  one  component  of  seasonal  vaccine  could  provide  some 
degree  of  cross-protection  against  a  mutant  strain.  Neither  any  vac- 
cine nor  the  antiviral  treatment  Tamiflu  will  provide  100%  protection 
after  a  pandemic  is  underway.)  The  problem  is  the  shortages  of  sur- 
gical masks,  respirators,  syringes  and  needles  to  deliver  the  vaccines. 
Taking  a  page  from  Toyota,  hospitals  have  become  too  efficient,  keep- 
ing little  inventory  on  hand  And  medical  supplies  aren't  the  only  hitch. 
No  one  really  knows  how  federal,  state  and  city  authorities  would  work 
together  in  an  emergency.  Most  frightening  is  that  the  agency  in  charge 


of  coordinating  much  of  the  effort  is  the  lumbering  and 
incompetent  Department  of  Homeland  Security. 

We've  been  warned  before.  In  May  hospital  administra- 
tors told  the  Senate  about  a  critical 
shortage  of  medical  equipment.  A 
breakdown  in  the  supply  chain  or  a 
surge  in  demand  would  leave  many 
hospitals  and  clinics  shorthanded  for 
several  days  to  several  weeks  in  a 
pandemic  outbreak.  The  feds  can't 
even  agree  on  what  or  how  much  to 
stockpile:  A  Health  &  Human  Services 
plan  calls  for  six  to  eight  weeks'  worth 
of  stuff;  Homeland  Security  says  two 
to  three  weeks'  worth.  Making  up  the 
shortfall,  medical  authorities  say,  could 
take  at  least  two  years  just  for  syringes 
and  could  cost  hospitals  an  average  of  $640,000,  or  $3.2  billion 
nationwide.  Meantime,  the  Centers  for  Disease  Control  &  Preven- 
tion has  started  asking  corporations  to  buy  masks. 

How  prepared  are  officials?  Despite  a  call  from  President  Bush's 
Homeland  Security  Advisory  Council  in  May  2006  for  detailed 
emergency  plans,  defined  roles  for  federal,  state  and  municipal 
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By  the  Numbers 
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Costs  of  dealing  with  a  flu  epidemic. 
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deputy  commissioner 

for  New  York  City's  health  department  says,  "We  can  expect  certain 
support  from  the  federal  and  state  governments,  but  I  think  that 
we're  it." 


It's  up  to  individual  cities  and  states  to  deal  with  quarantines. 
Influenza  attacks  quickly  and  typically  hang  around  for  one  or  two 
weeks.  How  these  authorities  will  keep  the  feds — responsible  for  the 
prevention  and  transmission  of  communicable  diseases — informed 
about  when  patients  are  isolated  and  released  is  anybody's  guess. 

The  Presidents  overall  plan  needs  a  little  work,  too.  It  calls  on  fed- 
eral health  officials  to  figure  out  how  to  distribute  critical  medical  sup- 
plies but  relies  on  Homeland  Security  and  state  authorities  to  decide 
which  roads  to  close  and  how  to  deploy  emergency  medical  assets. 
The  folks  who  deliver  the  goods  are  in  the  dark,  as  well.  Small-time 
truckers  with  fewer  than  ten  rigs — 90%  of  the  industry — told  gov- 
ernment auditors  they  haven't  a  clue  about  what's  expected  of  them 
and  have  tried,  unsuccessfully,  to  get  clearance  and  temporary  waivers 
from  the  Transportation  Department  on  weight  and  fuel-mix  restric- 
tions in  the  event  of  a  flu  outbreak.  Without  guidance  from  on  high, 
there  could  be  serious  disruptions  in  the  delivery  of  food,  as  well  as 
medicines,  a  particular  hardship  for  the  elderly  and  the  young.  And 
speaking  of  kids,  who  decides  whether  to  close  schools— HHS,  or  the 
Education  Department,  or  some  other  body? 

"We  are  missing  an  opportunity,"  bemoans  Bernice  Steinhardt, 
the  GAO  s  director  of  strategic  issues.  For  starters,  pull  emergency 
management  away  from  Homeland  Security. 

—Matthew  Swibel  and  Brian  Wingfield 


Mobile 


There's  so  much  more 
you  can  do  when  your 
phone  runs  Windows* 

StartDoingMore.com 


res,  and  functionality  vary  by  device,  Windows  Mobile*  operating  sys 
ily  and  synchronization  may  require  separately  purchased  equipment  and/ot  wireless  products  (e 
ne  access,  f  eatuies  and  performance  may  vary,  by  service  provider  and  are  subject  to  network  limitation 


Outfront 

PLENTY  OF  DEBT 


Loans  "R"  Us 

It's  not  just  companies  like  Citi  and  Merrill  that  have  exposure  to  the  credit 
markets.  A  surprising  number  of  manufacturers  have  drifted  into  financial  services. 

By  Bernard  Condon  and  Jack  Gage 


HARLEY-DAVIDSON  HAS  A 
problem,  and  it's  not  only 
that  people  are  becoming  less 
inclined  to  spend  $15,000  on 
a  pair  of  wheels.  It's  that  the 
ones  who  bought  bikes  a  while  ago  are 
having  trouble  paying.  Harley  itself 
finances  half  the  hogs  it  sells.  This  year 
defaults  on  its  loans  have  risen  nearly 
half  a  percentage  point  to  1.65%. 

Harley's  fortunes  largely  ride  on  its 
skill  at  selling  bikes.  But  its  ability  to  size 
up  a  good  credit  risk  matters  a  lot,  too. 
Last  quarter  13%  of  its  pretax  earnings 
came  from  loans  and  leases. 

Herein  lies  a  hidden  risk  in  corpo- 
rate profitability:  It's  not  just  the 
financial  sector  that  will  suffer  if  the  sub- 
prime  crisis  spreads  to  other  kinds  of 
lending.  A  lot  of  companies  that  are  not 
classified  as  financial  have  financial  arms 
and  could  suffer  along  with  the  banks 
and  the  brokers  if  borrowers  stop  pay- 
ing their  bills.  General  Electric,  for 
example,  gets  34%  of  its  pretax  earnings 
from  financial  services.  Deere  &  Co. 
(tractors),  Caterpillar  (earthmoving 
equipment)  and  Pitney  Bowes  (postage 
meters)  each  get  at  least  12%  of  their 
earnings  by  financing  things. 

Quite  apart  from  the  very  obvious 
risk  that  consumers  will  throttle  back 
next  year  is  the  risk  that  they  won't  be 
able  to  keep  up  payments  for  their  past 
spending  sprees.  Now  signs  are  emerg- 
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Finante  Factories 


They're  known  for  their  trucks,  bikes  and  trailers.  But 
lending  is  where  these  manufacturers  increasingly 
make  money — or  losses.  Watch  those  delinquencies. 

[  COMPANY 

FINANCE  UNIT'S 
(SMIL)       %  OF  TOTAL 
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11 

Most  recent  fiscal  year.  'Includes  GMAC.  Sources:  Worldscope  via 
FactSet  Research  Systems;  company  documents. 

ing  that  payback  problems  are  spread- 
ing from  mortgages  to  other  kinds  of 
loans.  In  November  HSBC  said  that  un- 
secured loans  like  credit  cards  were 
experiencing  "early-stage  delinquency." 
Last  quarter  Capital  One  wrote  off  4.13% 
of  its  credit  card  receivables,  up  three- 
quarters  of  a  percentage  point,  and 
warned  it  expects  losses  to  jump  this 
quarter  again.  Its  auto  loan  business  just 
slipped  into  the  red,  too. 

Did  you  know  that  Sony  owns  60%  of 
a  finance  company,  Sony  Financial?  The 
electronics  maker  sells  health,  life  and  car 
insurance  and  even  runs  a  bank.  With  a 
few  clicks  on  its  Web  site  shoppers  can 
buy  a  flat-screen  TV  or  PlayStation  3 
gaming  system  with  no  money  down  and 
no  interest  until  2009. 

Last  year  82%  of  Sony's  $1.1  billion 
in  pretax  earnings  came  from  its  finan- 
cial unit— twice  what  its  pictures  divi- 
sion made  producing  films  like  The  Da 
Vinci  Code  and  Casino  Royale.  Sony's 
financial  operations  are  in  fine  shape— 
for  now.  One  area  to  watch:  its  $2.8  bil- 
lion in  mortgage  loans,  up  63%  annually 
since  2004. 

Businesses  selling  to  other  businesses 
on  credit  is  big,  too.  That's  more  or  less 
how  GE  veered  away  from  lightbulbs  and 
locomotives  and  into  loans  and  leases. 
Now  GE's  financial  operations  are  a  busi- 


ness in  their  own  right, 
largely  unconnected  with 
the  products  it  sells.  But 
the  original  motivation  of 
nonfinancial  companies 
getting  into  lending,  to 
move  goods  off  the 
shelves,  remains  impor- 
tant in  many  industries. 
Boeing  carries  $8  billion 
of  customer  leases  and 
interest-bearing  receiv- 
ables on  its  books.  Paccar, 
a  maker  of  tractor-trailer 
trucks,  has  $9  billion. 

Frederick  Hickey, 
author  of  newsletter  High 
Tech  Strategist,  says  com- 
panies tend  to  make  loans 
to  meet  sales  goals  today, 
and  worry  about  if  they 
picked  the  right  borrow- 
ers tomorrow.  During  the  tech  bubble  of 
the  1990s  telecom  gear  makers  like  Cisco 
and  Lucent  extended  billions  of  dollars 
of  loans  to  phone  companies  to  buy  their 
products — then  took  billions  in  write- 
offs when  telecom  crashed.  Circuit  City 
ate  losses  early  this  decade  when  it  exited 
the  credit  card  business. 

How  big  is  financing  in  the  econ- 
omy? One  way  to  measure  it:  18%  of  the 

Double  Dose  


$13  trillion  market  value  of  S&P  500 
companies  is  for  the  financial  sector. 
That  bulge  is  a  big  part  of  why  the  mar- 
ket has  been  choppy  since  last  summer: 
Credit  problems  are  dragging  down  the 
banks,  brokers  and  insurers.  Another 
measure  is  profits.  The  finance  sector 
accounts  for  28%  of  the  index's  com- 
bined $748  billion  in  earnings  for  2006. 
Those  earnings  are  likely  to  be  down  in 
2007  when  writeoffs  are  included.  Nei- 
ther of  these  percentages  for  financial 
services  includes  the  financial  activities 
of  companies  like  Sony  and  GE. 

Here's  another  way  to  look  at  how 
much  is  riding  on  the  soundness  of 
borrowers.  Debt  at  households,  govern- 
ments and  nonfinancial  businesses  now 
stands  at  217%  of  gross  domestic  prod- 
uct, up  from  141%  a  quarter  of  a  century 
ago.  So  a  small  rise  in  interest  rates  or  in 
defaults  is  likely  to  have  a  bigger  impact 
than  it  once  would  have  had  on  business 
bottom  lines  and  consumers'  ability 
to  spend. 

"The  debt  level  is  unprecedented, 
and  the  acceleration  in  the  growth  of  the 
debt  hasn't  been  seen  since  the  1920s," 
says  Christopher  Watling  of  Longview 
Economics  in  London.  "Lots  of  busi- 
nesses have  profited  off  this,  and  they're 
vulnerable."  F 


Jittery  investors  (see  volatility  index)  and  loan  losses  have  driven  pure  financial 
stocks  down  15%  this  year.  Will  manufacturers  dabbling  in  finance  get  hit  next? 
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making  sure  you  don't 
outlive  your  money.  It's  not 
enough  to  implement  a  plan 
for  the  dav  vou  retire.  The 


IF  YOUR  FUTURESELF  COULD  TJ 

WHAT  WOULD 


No  one  knows  what  you  want  later  in  life 


better  than  you.  And  if  it  were  as  easy  as 


actually  getting  advice  from 


an  older  version  of  yourself. 


planning  would  be  a 


streams,  ii 


j  j  . 


cakewalk.  Unfortunately, 


you  can't.  However,  Lincoln 


Financial  Group  offers  a 


wide  variety  of  financial 


solutions  to  help  address 


your  financial  needs.  You 


see,  there  will  be  5  challenges  you  will  need 


to  prepare  for,  such  as  changing  income 


plan  must  continue  to  work 
throughout  your  retirement. 
So  while  no  one  can  predict 
the  future,  we  can  help  you 
take  the  right  steps  toward. 


yours.  Find  out  how  at  LincolnFinancial.com. 


□  Lincoln 


Financial  Group® 

Hello  future. 


J.incoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  Securities  distributed  by  Lincoln  Financial 
Distributors,  Inc.,  a  broker/dealer.  Insurance  offered  through  Lincoln  affiliates.  ©  2007  Lincoln  National  Corp.  LCN200709-20081 63 


Outfront 

SALES  TAXES 


Revenue  Enhancement 

Who  says  massages  aren't  essential? 
By  Janet  Novack 


B1 
: 


UDGET  SHORTFALLS,  HOMEOWN- 
.ers  angry  over  property  taxes— 
what's  a  state  legislator  to  do?  Slap  a 
sales  tax  on  services,  which  account  for 
70%  of  our  economy. 

In  the  wee  hours  of  Oct.  1,  with 
a  budget  impasse  about  to  shut 
down  state  government,  Michi- 
gan's legislators  grabbed  onto  the 
idea  of  raising  $750  million  a  year 
by  extending  the  state's  6%  sales  tax 
to  23  categories  of  services  billed  as 
"nonessential."  Manicures,  massages 
received  in  massage  parlors  and  ^ 
hearse  rentals  would  be  taxed  (dead 
people  apparently  vote  only  in 
Chicago).  Haircuts,  health  club  dues 
and  pet  grooming  would  remain  in  the 
essential  category. 

It  turned  out  that  75%  of  the 
new  dollars  were  to  come  from  taxing 
consulting,  maintenance  and  other  basic 
services  sold  to  businesses.  That  got  busi- 
ness lobbies  in  revolt,  so  legislators  are 
hustling  to  repeal  the  tax  before  it  kicks  in 
in  December— a  task  made  more  difficult 
by  their  traditional  two-week  November 
break  for  deer  hunting. 

Taxing  more  services  "remains  the 
holy  grail  of  state  and  local  taxation,"  says 
Dominic  M.  Calabro,  president  of  Florida 
TaxWatch,  a  not-for-profit  research  group. 
States  collect  $230  billion  a  year  in  sales 
tax,  only  an  estimated  19%  of  that  from 
services.  But  seeking  the  grail  is  a  danger- 
ous quest,  given  the  potential  backlash. 
Florida  in  1987  and  Massachusetts  in 
1991  repealed  laws  taxing  services  after 
taxpayers  rebelled.  During  the  decade 
ended  in  June  2006,  only  Nebraska  passed 
a  major  expansion  of  taxes  on  services. 

Now  states  are  at  it  again.  New  Jersey 
led  the  way  in  July  2006  when  it  passed 
$430  million  in  new  taxes  on  services, 
including  health  club  and  country  club 


dues,  limousine  rides,  tattooing,  tanning, 
massages,  landscaping  and  dry  cleaning. 
Some  other  states  may  follow. 

High  real  estate  taxes  contributed  to 


Taxing  Choices  

Michigan's  new  sales  tax  on 
nonessential  services  (if  not  repealed) 


WOULD  APPLY  TO 


Actuarial  consulting 
Billing  services 
Business  management  consulting 
financial  planning,  without  trade  execution 
Guard  services  &  guard  dogs 

Hot  air  balloon  rides 
Massages  at  massage  parlors 
Taxicabs 


BUT  NOT  TO  ... 


Amusement  park  rides 
Boat  rentals 
Certified  public  accounting 
Financial  planning,  with  trade  execution 
Market  research  and  public  opinion  polling 
Public  relations  services 
Massages  by  therapists 
Valet  parking 


the  ouster  last  month  of  two  dozen  Indi- 
ana mayors.  The  legislature  is  determined 
to  cut  property  taxes  next  year,  and  a 
bipartisan  legislative  commission  has 
recommended  it  consider  a  sales  tax  on 
(unspecified)  "nonessential  services"  to 
help  pay  for  the  cut.  Georgia  House 
Speaker  Glenn  Richardson,  a  Republican, 
has  been  stumping  his  state  pushing  a 
plan  that  would  tax  nearly  all  services  to 
pay  for  the  repeal  of  most  levies  on  state 
residents'  homes  and  other  property. 

In  October  Maryland  Governor  Mar- 
tin O'Malley  proposed  extending  the 
sales  tax  to  a  handful  of  services,  including 
health  clubs.  Protesters  descended  on 
the  capital,  and  the  International 
Health,  Racquet  &  Sportsclub 
Association  got  users  of  its 
healthclubs.com  Web  site  to 
bombard  legislators  with  15,000 
e-mails.  The  muscle  worked. 
The  legislature  ended  up  voting 
■'(^  in  November  to  impose  the 
sales  tax  on  computer  services 
instead — since  that  industry 
wasn't  in  the  original  proposal, 
it  hadn't  ramped  up  its  lobbying. 
Politicians  tend  to  go  after 
businesses  because  that's  where 
the  money  is.  A  recent  study  from 
Georgia  State  University  estimated 
that  applying  the  sales  tax  to  all  services 
sold  to  business  and  consumers  in  Geor- 
gia would  raise  an  extra  $3.7  billion  in 
state  and  local  sales  taxes  a  year.  If  pur- 
chases by  business  are  left  out,  the  take 
falls  to  $1.4  billion. 

But  that's  bad  policy.  John  L.  Mikesell, 
an  Indiana  University  public  finance  pro- 
fessor, says  that  since  the  sales  tax  is 
meant  to  tax  personal  consumption,  it 
should  be  imposed  on  services  bought  by 
consumers  and  not  on  those  purchased 
by  businesses.  Otherwise,  layers  of  hid- 
den sales  taxes  can  get  built  into  the  final 
product  or  service  the  consumer  buys. 
Moreover,  he  warns,  some  businesses, 
rather  than  pay  an  extra  6%  tax,  will 
move  work  in-house  or  out  of  state,  hurt- 
ing local  service  providers. 

Dang  those  voters.  You  try  to  levy  a 
tax  for  their  own  good,  and  they  just 
change  their  behavior.  F 
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Providing  innovative  solutions 

to  enable  split-second  decisions 
at  185  mph  for  Ferrari. That's 

certainty 


The  formula  one  racing  car  is  the  most  complex  and  advanced  car  in  the  world,  packing  research 
in  aerodynamics,  engine  technology,  brakes,  tires  and  modelling.lt  has  more  in  common  with  a  jet 
plane  than  it  does  with  a  high  performance  car.  Tata  Consultancy  Services  (TCS)  works  with 
Scuderia  Ferrari  before,  during  and  in-between  races  to  help  their  cars  go  even  faster.  As  one  of 
the  world's  fastest  growing  technology  and  business  solutions  providers,  TCS  ensures  that  all 
mechanical  and  electronic  systems  perform  at  their  optimum  under  levels  of  extreme  stress. 
Managing  pressure  and  troubleshooting  in  a  situation  where  every  little  advantage  makes 
a  huge  difference.  And  of  course,  enabling  Ferrari  to  experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  ■  Business  Solutions  ■  Outsourcing 


To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 


To  Have  and  Have  Not 

Striking  Hollywood  scribes  say  they  wont  work  until  they  win  a  cut  of  online  sales  of  TV  shows  and  movies.  Other 
writers  have  tried  to  wring  cash  from  Internet  distribution — with  mixed  results. 


SONGWRITERS 


— Peter  C.  Beller 
SCREENWRITERS 


Hunter  S. 
♦  Thompson 


AT  STAKE 


ITunes  royalties  should  top  $165 
million  in  2007.  Another  pot  of  gold: 
ringtone  sales  worth  $775  million  in 
the  U.S. 


By  law,  songwriters  get  9  cents  per 
song  for  CDs  and  downloads  alike. 
The  Feds  will  reset  rates  next  year. 
Writers  want  a  hike,  to  1 5  cents; 
record  publishers  want  a  cut,  to  5 
cents,  claiming  a  per-song  rate  is  too 
inflexible  for  digital  sales. 

Songwriters. 

Ringtones  (so  far  unregulated)  are 
a  bright  spot:  5ongwriters  get  up 
to  25  cents  a  download. 


News  article  database  Factiva  took  in 
$290  million  in  revenue  last  year. 


$ales  of  digital  books — both  audio 
and  text — are  small  but  growing,  up 
24%  last  year  to  $54  million.  Printed 

book  sales  were  flat  at  $24  billion. 


WHAT  WRITERS  WANT 


Freelancers  sued  the  New  York 
Times  for  putting  their  work  on 
Lexis  without  permission.  In  2001 
the  5upreme  Court  ruled  in  favor  of 

the  writers.  The  hacks  won 
$18  million  in  a  later  class  action. 


Established  writers  have  managed 
to  bump  their  royalties  as  high  as 
25%  for  downloads  compared  to 
1 0%  for  print. 


AMD  THE  WINNER  IS... 


Big  media. 

Publications  lost  the  case  but  won 
the  war.  They  added  digital  rights 
to  their  freelance  contracts  but  no 
extra  pay. 


Authors. 

But  then,  the  e-book  market 
is  scarcely  worth  fighting  over 
just  now. 


Americans  will  buy  or  rent  $25  billion 
worth  of  DVDs  in  2007,  down  slightly 
from  last  year.  Online  sales  of  movies 
and  TV  shows  quadrupled  this  year 
to  $120  million. 


Writers  seek  8  cents  per  DVD,  up 
from  less  than  5  cents  now,  plus  a 
cut  of  streamed  TV;  producers 
claimed  streamed  shows  are 
promotional. 


No  one — yet. 

Both  sides  stand  to  lose  from  a 
protracted  battle.  Megabuck  movie 
stars  show  solidarity  by  posing 
with  picket  signs. 


MONEY  LAUNDERING 


The  Italian  Connection 

Why  a  corruption  scandal  in  Rome  is  haunting  U.S. 
financial  firms  |  By  Nathan  Vardi 


ORE  BAD  NEWS  FOR  THE  LIKES 
of  Wachovia,  Citigroup,  Mer- 
rill Lynch,  Morgan  Stanley, 
Lazard,  UBS  and  others.  Only  this  time, 
it  has  nothing  to  do  with  mortgage 
misadventures.  In  July  the  feds  moved 
to  seize  $110  million  at  these  and  a  cou- 
ple of  smaller  financial  outfits.  Now,  says 
a  source  familiar  with  the  situation,  they 
are  the  subject  of  a  grand  jury  investiga- 
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Nino  Roveili 


tion  in  Miami  that  is  looking  into  money 
laundering. 

This  case  ties  back  to  Italy 
and  a  $576  million  scandal 
involving  the  bribery  of  pub- 
lic officials — and  the  parking 
of  illicit  funds  in  America,  in 
potential  violation  of  U.S. 
banking  laws. 

The  story  begins  in  1990 


with  the  death  of  Angelo  (Nino)  Roveili. 
After  years  of  suing  the  bank  Istituto 
Mobiliare  Italiano  for  causing  the  liquida- 
tion of  his  chemicals  company,  he  won 
a  huge  settlement.  Turns  out,  though,  that 
hed  instructed  his  widow  and  sole  heir, 
Primarosa  Battistella,  to  pay  off  lawyers  who 
bribed  the  judge.  (Battistella  later  admitted 
she  had  paid  lawyers  $1.3  million  each.) 

How  did  the  loot  end  up  here?  The 
Justice  Department  points  the  finger 
at  Pierfrancesco  Munari, 
an  accountant  hired  by  the 
Rovellis  once  the  family 
"became  aware"  the  settle- 
ment from  the  bank  was  dirty. 
Munari,  says  a  civil  complaint, 
directed  the  cash  to  American 
accounts  starting  in  1 998  in  a 


complex  series  of  transactions 
crafted  to  conceal  the  source 
and  ownership  of  the  funds.  If 
he  did  do  it,  it  is  unlikely  that  he 
was  acting  on  his  own. 

The  money  trail  to  First 
Union,  now  part  of  Wachovia, 
crossed  three  continents,  says 
the  complaint.  From  Italy,  $30 
million  was  transferred  to  the 
Royal  Bank  of  Canada,  then  to 
Cayman  National  Bank  and 
placed  in  an  account  held  by  a 
group  called  Meldrum  Hold- 
ings. From  there  $27  million 
was  moved  into  three  separate 
accounts  held  by  different  enti- 
ties in  a  Costa  Rican  bank — and 
on  the  same  day  consolidated  in 
three  more  transactions  into  a 
single  account.  Most  of  the 
money  stayed  in  Costa  Rica  for 
a  week,  after  which  $25  million 
moved  to  a  Miami  account  at 
First  Union. 

In  1999  another  $2.1  million 
got  moved  to  the  Miami 
account.  Just  before  the  feds 
pounced  this  year,  $39  million 
was  moved  out  of  the  Wachovia 
account  and  into  an  account  at 
Atlas  One  Financial  Group  in 
Miami.  Similar  transfers,  taking 
a  far  less  sinuous  path,  involved 
accounts  at  Merrill,  UBS,  Lazard, 
Citigroup  and  Morgan  Stanley. 

Italian  authorities  arrested 
Munari  and  Nino  Rovelli's 
youngest  son,  Oscar,  on  money 
laundering  charges  in  January 
and  asked  Uncle  Sam  for  help 
in  recovering  the  funds.  The 
Italian  bank  is  demanding  the 
money  that's  in  U.S.  accounts. 
It  may  not  end  there.  Merrill 
claims  it  tipped  off  the  U.S. 
government  earlier  in  the  year 
"about  certain  accounts"  and 
is  cooperating  fully.  But  given 
the  Justice  Department's  desire 
to  criminalize  complicity  in 
money  laundering — whether 
deliberate  or  otherwise — Mer- 
rill's mea  culpa  may  be  only  the 
start  of  a  long  penance.  F 


With  Depth 


The  mightiest  mogul-minds  in  Hollywood  have  come  up  with  a  brilliant 
marketing  gimmick  this  holiday  season,  something  completely  fresh,  a  little  idea 
they  cooked  up  called  . . .  3-D. 

Its  back,  again,  but  put  aside  any  thoughts  of  cheesy,  nauseating  head  trips  like 
Bwana  Devil  or  Comiri  at  Ya!  Technology  has  saved  3-D  cinema.  Robert  Zemeckis' 
stunning  Beowulf,  which  opened  Nov.  16,  has  won  raves  for  its  ability  to  barrage 
the  audience  with  computer- generated  limbs,  gristle  and  carcasses  without  3-D  s 
usual  upchuck-inducing  optical  effects.  And  Angelina  Jolies  performance  as  a 
nude  witch  is  pretty  much  why  they  invented  the  third  dimension. 

Megadirectors  Stephen  Spielberg,  Peter  Jackson  and  James  Cameron  all  have 
3-D  projects  in  the  works.  DreamWorks  Animation  boss  Jeffrey  Katzenberg  says 
all  his  studios  films  will  be  3-D  by  2009. 

3-D  has  shown  some  ability  to  boost  box-office  grosses.  In  three  smaller 
animated  releases,  Monster  House,  Chicken  Little  and  Meet  the  Robinsons,  3-D 
screens  outsold  their  2-D  counterparts  three  to  one.  Theaters  are  charging  $3  more 
per  ticket  for  Beowulf  in  3-D  than  for  standard  screenings,  incremental  profit  split 
50-50  between  the  studio  and  the  theater  owners. 

The  leader  in  3-D  technology  in  Hollywood  is  a  little  firm  in  Beverly  Hills 
called  Real  D,  which  has  sold  1,000  projector  systems  to  theaters  in  North 
America,  creating  a  sizable  market  for  3-D  flicks.  These  movies  are  made  by 
filming  the  action  with  two  cameras  and  projecting  the  two  slightly  shifted  images 
onscreen  at  once,  tricking  the  mind  into  thinking  the  action  has  some  depth.  Real 
Ds  system  uses  one  digital  projector  to  flick  back  and  forth  144  times  per  second 
between  the  two  images.  The  images  pop  off  the  screen  when  viewers  put  on 
75-cent  disposable  polarized  eyeglasses. 

Theaters  shell  out  $50,000  to  install  the  system,  plus  a  $25,000  annual  licensing 
fee.  Michael  Lewis,  Real  Ds  founder,  projects  that  by  2009  the  Real  D  system  will 
be  on  3,400  U.S.  screens,  or  9%  of  the  total.  Falling  filmmaking  costs  will  inspire 
every  auteur  to  shoot  for  3-D,  says  Lewis.  "We've  always  believed  that  if  we  built 
better  tech,  the  filmmakers  would  come."  —  Evan  Hessel 
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TECHNOLOGY 


CO:  £S£7,  LLC 

San  Diego,  CA(PR  Newswire)  www.eset.com 

'07  AWARD:  "/nc.  500" 

ESET  is  a  global  provider  of  security  software  for  homes  and  businesses. 
ESET  NOD32  Antivirus  provides  real-time  protection  against  known  and 
unknown  viruses,  spyware,  adware,  trojans,  rootkits  and  other  "malware." 
NOD32  offers  the  fastest,  most  advanced  and  unintrusive  protection 
available.  FMt  (619)  876-5400 


HEALTH  CARE  -  Nutrition 


CO:  BSN,  INC. 

Boca  Raton  ,  FL(PR  Newswire). ...www.bsnonline.net,  www.endorush.com 
07  AWARD:  INC  500  #27  "Fastest  Growing  Private  Companies" 
BSN  is  a  global  leader  in  sports  nutrition  with  a  precise  dedication  to  creating 
the  most  unique  and  effective  products  which  are  scientifically  engineered 
to  enhance  your  physique,  physical  performance  and  well  being. 
FMI  (561  (994-8335 


HEALTHCARE 


CO:  AdvancedMD  Software  Inc 

Draper,  UT  (PR  Newswire)  www.advancedmd.com 

07  AWARD:  "CODiE  Award  for  'Best  Healthcare  Management  Solution"  & 
"INC  500"  AdvancedMD  provides  the  most  widely  used  web-based  medical 
practice  management  solution  in  the  industry.  Their  comprehensive  solutions 
include:  scheduling,  billing,  claims  management  &  electronic  medical  records 
(EMR)  for  physician  offices,  third  party  medical  billing  services,  Managed 
Service  Organizations  (MSO),  Physician  Hospital  Organizations  (PHO)  and 
Independent  Physician  Associations  (IPA).  FMI  (801)  984-9500 


TECHNOLOGY/MANUFACTURING 


CO:  R.E.D.  Stamp  Inc. 

Byron  Center,  Michigan  (PR  Newswire)  www.redstampinc.com 

07  AWARD:  "Entrepreneur  Magazine's  Hot  500  list  of  America's 
fastest  growing  compan/es-#35".  R.E.D.  Stamp  offers  high  quality  cigarette 
tax  stampers.case  cutters.and  case  packers  to  distribution  companies  nationwide, 
maximizing  profitability  and  improving  state  government's  collection  of  revenue. 
Our  newest  technology  significantly  enhances  product  control  and  accountability, 
providing  for  an  effective  counterfeiting  deterrent.  FM1 1(877)  733-7826 


TECHNOLOGY  -  Environmental/Recycling 


co:  Metal  Recycling  Services,  Inc. 

Monroe,  NC  (PR  Newswire)  www.metalrecyclingservices.com 

07  AWARD:  "Metal  Recycling  Services:  Award:  Entreprenuer  Hot  500" 

Metal  Recycling  Services,  Inc.  was  developed  to  promote  the  increasing  global 
rate  of  scrap  metal  recycling.  Our  evolving  mission  is  to  provide  the  highest  quality 
of  cost  efficient  services  for  our  customers  and  community.  FMI  (704)  283-4455 


TECHNOLOGY 


CO:  Santur  Corp. 

Fremont,  Ca  (PR  Newswire)  www.santurcorp.com 

07  AWARD:  "#)2  on  the  Inc  500  list  of  fastest  growing  private  companies" 

Santur  leads  the  communications  industry  in  the  design  and  production  of  high 
performance  tunable  transmitters,  with  over  100,000  devices  shipped  to  Tier  1 
companies.  Tunable  lasers  are  part  of  Santur's  stable  of  integrated  device 
optics  products,  a  market  segment  expected  to  grow  5-1  OX  in  the  next  4  years. 
FMI  (510)  933  4114 


Labeling 


1 1 M  ?  HI  JiT»l  III  ;1 1  Ed 

CO:  Quality  Label,  Inc 

Elk  River,  MN  (PR  Newswire)  www.qlabel.com 

07  AWARD:  "#126  Fastest  growing  companies  in  the  Nation" 

Quality  Label  is  a  flexographic  printing  company  that  converts  pressure 
sensitive  labels  and  tags  as  well  as  non  pressure  sensitive  materials  such  as 
magnets  and  tatoos.  Quality  can  convert  blanks  to  8  color,  as  well  as  a  full  in 
house  design  and  plate  department.  FMI  (763)  862-1285 


MANUFACTURING 


CO:  EoPlex  Technologies,  Inc. 

Redwood  City,  CA  (PR  Newswire)  www.eoplex.com 

07  AWARD:  "AlwaysOn  GoingGreen  100  Top  Private  Companies  in  2007" 

EoPlex  the  advanced  materials  company  that  manufactures  miniature  devices 
to  harvest  and  generate  energy  was  recognized  as  a  "game  changing  player" 
in  green  technology.  EoPlex  has  developed  low  cost  processes  for  production 
of  complex  ceramic-metal  components,  circuits,  sensors,  RF  components 
and  fluidic  devices.  FMI  (650)  298-6503 


TECHNOLOGY 


CO:  Albar  Metals  "cash4gold" 

Pompano  Beach,  Fl  (PR  Newswire)  www.albarmetals.com 

07  AWARD:  "Inc.  Magazine  500,  Americas  Fastest  Growing  Private  Companies" 

Albar  Precious  Metal  Refining  and  its  Cash4Gold  consumer  direct  service  buys 
unwanted  and  scrap  gold,  silver  and  platinum  then  refines  it  for  resale.  Albar  refines 
more  than  100,000  ounces  of  silver  per  week  at  its  state-of-the-art  facility.  The 
Cash4Gold  consumer  direct  service  helps  consumers  convert  unwanted  or  broken 
precious  metals  into  cash  without  a  middleman.  FMI  (954)  970-3222 


DEFENSE  CONTRACTOR 


CO:  Logicore  Corporation 

Huntsville,  AL  (PR  Newswire)  www.logicorehsv.com 

'07  AWARD:  "Inc.  500  Winner" 

LogiCore  was  incorporated  in  2004,  a  W-O/SDB,  8(a),  servicing  U.S.  DoD  in  TMDE; 
Systems/Software  Engineering;  Equipment  Training;  Supply/Maintenance,  Computer 
Resources,  Foreign  Military  Sales,  Technical  Data  Development;  Packaging/Handling 
/Storage/Transportation;  and  other  sen/ices.  FMI  (256)  533-5789 


Researched  and  published  by  Chorley  Publishing  15150  Preston  Rd.  #300  Dallas  Tx.  75248  (972)404-8282  www.theawardsreport.com 
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Outfront 

FOLLOW  THE  CROWD 


Steven  Csfper.Ur 
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Piece  of  Cake 

A  new  Web  site  aims  to  identify  the  smartest 
individual  investors  so  you  can  copy  their  moves. 
By  Victoria  Murphy  Barret 


THE  WEB  IS  LOUSY  WITH  INVESTMENT 
advice,  if  you  bdieve  anonymous  touts 
andshort-seflers.  BondmasterOOl  told 
his  Yahoo  group  that  Apple  was  way  over- 
valued and  'this  Xmas  is  going  to  suck. 

Okay,  BondmasterOOl,  put  your 
money  on  the  table.  A  new  Web  site  called 
Cake  Financial  invites  users  to  reveal  their 
trades  in  exchange  for  seeing  every  one 
else's.  Sign  up  for  a  membership  at  Cake 
and  you  grant  it  access  to  your  brokerage 
account  Members  are  ranked  every  dav  bv 


how  well  they  perform  based  on  the  risks 
their  portfolios  assume  In  two  months  the 
site  has  signed  up  1,600  members  and  is 
tracking  S430  million  in  assets. 

Cake  founder  Steven  Carpenter,  a 
33-year-old  tech  entrepreneur,  wants  to 
tweak  the  professionals  who  daim  a  lock  on 
Wall  Street  smarts.  "Lots  of  individuals  beat 
the  market"  he  says.  "Investment  managers 
get  paid  even  if  they  lose  your  moneyf 

A  sample  of  169  Cake  members  ( those 
whose  brokerage  accounts  allowed  access 


to  trading  histories)  posted  annual  returns 
averaging  10.9%  over  the  past  three  years. 
That  beats  the  S&P  500's  6.7%,  but  the 
outperformance  may  not  mean  much, 
given  that  the  Cake  players  tend  to  like 
risky  stocks  and  this  has  been  a  bull 
market  But  look  at  this:  Cake's  top-quar- 
tile  performers  averaged  gains  of  28 2%. 
That  may  not  be  pure  luck.  There  might 
be  really  smart  investors  in  the  group. 

Cake  is  free,  for  now.  The  site  expects 
to  recene  its  registered  representative  license 
in  a  few  months.  This  will  allow  it  to  exe- 
cute trades  on  behalf  of  users  who  want  to 
shadow  the  smart  members.  Carpenter 
also  plans  to  charge  for  detailed  peeks 
inside  the  best  portfolios  and  start  a  mutual 
fund  based  on  those  portfolios. 

Cake  asks  a  lot  in  requesting  your 
brokerage  account  password  but  it  is  so 
confident  of  its  security  that  it  will  refund 
any  cash  lost  in  a  breach.  Still,  Steven 
Anderson,  who  invested  in  Cake  with 
Silicon  Valley  angel  Ronald  Conway  says 
"Trust  is  the  biggest  challenge." 

Crowd  tracking  on  Wall  Street  is  draw- 
ing a  crowd  Another  site,  Covestor,  has 
signed  up  more  than  S100  million  worth  of 
portfolios  and  will  pay  top  investors  a  fee 
to  reveal  their  trades.  Marketocracy 
Masters  100  is  a  S44  million  mutual  fund 
that  buys  and  sells  stocks  based  on  trades 
by  the  best  long-term  performers  from  a 
pool  of  20,000  investors.  The  fund  charges 
a  highish  1.95%  expense  ratio  but  has 
beaten  the  market  all  but  one  year  since 
200 1 .  "Not  all  the  best  investors  are  on  Wall 
Street,"  says  manager  Ken  W.  Kam. 

But  failure  befell  MetaMarkets'  Open- 
Fund  which  started  in  1999.  It  also  disclosed 
everv  trade  as  it  happened  and  solicited  hps 
from  folks  on  the  Web.  The  fund  climbed 
44%  in  the  first  few  months  but  fell  70% 
before  closing  in  2001.  OpenFund  had  heavy 
emphasis  on  tech  stocks.  Nine  of  the  top  ten 
positions  at  Cake,  too,  are  tech  stocks. 

Terrance  Odean,  a  professor  of  finance 
at  L'C  Berkeley's  business  school,  is  skep- 
tical of  those  who  chase  winners.  Says 
Odean,  "They  think  that  guy  is  a  genius, 
when  he's  hist  really  lucky" 

Don't  quote  us  on  this,  but  that's  the 
dirty  secret  of  the  whole  mutual  fund 
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Here's  a 
smart  way 

to  give  with 

your  heart. 


A  Giving  Account®  at  the  Fidelity® 
Charitable  Gift  FundSM  is  the  smart  way  to 
support  your  favorite  charities.  It  may  make 
it  possible  to  give  more,  save  more  on  your 
taxes,  and  extend  your  generosity  over  a 
onger  period  of  time. 

A  dynamic  approach  to  charitable  giving 


Make  a 
tax  deductible 

charitable 
contribution  by 

12/31/07 


Donated 
assets  are 
invested  and  may 
grow  tax  free 


Recommend 

grants  to 
support  your 
favorite  charities 
at  any  time 


Call  a  Planned  Giving  Specialist  at 

1-800-262-6714 

CharitableGift.org 


FIDELITY 

CHARITABLE 

GT  FT  fund- 


a 


The  Fidelity'  Charitable  Gift  Fund5"  ("Gift  Fund")  is  an  independent  public  charity  with  a  donor-advised  fund  program.  Various  Fidelity  companies  provide 
nondiscretionary  investment  management  and  administrative  services  to  the  Gift  Fund.  Charitable  Gift  FundSM  and  the  Charitable  Gift  Fund  logo  are  service 
marks,  and  Giving  Account  is  a  registered  service  mark,  of  the  Trustees  of  the  Fidelity  Investments  '  Charitable  Gift  Fund.  Fidelity  and  Fidelity  Investments  are 
registered  service  marks  of  FMR  Corp.,  used  by  the  Gift  Fund  under  license. 
475414 


Kathy  Deserly 

Consultant  to  the 

Native  American  Community 


We  asked  people  why  they  love  their  BlackBerry. 
Here's  what  one  passionate  customer  told  us. 


Kathy  Deserly  submitted  her  story  at  www.blackberry.com/ask.  "Port  of  what  I  do  is  help  foster 
connections  between  different  tribes,  which  can  take  me  pretty  far  and  wide.  My  grandkids  think  it's 
totally  cool  that  I'm  able  to  operate  the  way  I  do.  My  BlackBerry*  has  made  me  more  independent, 
and  moie  efficient.  Way  out  m  remote  corneis,  'grandma'  can  make  things  happen  for  people, 
then  get  bat  k  home  to  hit  the  park  with  my  granddaughter  I  leally  attribute  a  lot  ot  my  freedom 
tomyRUkRenv." 


Find  out  why  people  love  BlackBerry,  or  tell  us  why  you  love  yours,  at  www.blackberry.cqm/ask. 
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Ask 

Someone 
Why  They 
Love  Their 
BlackBerry 

In  1999,  BlackBerry' hit  the  street. 
Word  of  mouth  ignited.  People 
loved  the  wireless  freedom.  Today 
there  are  millions  of  BlackBerry 
owners  and  their  passion 
continues  to  be  the  best  form  of 
advertising.  Every  day.  All  around. 
People  ate  using  BlackBerry  to  live 
larger  and  more  successful  lives. 


Find  out  why  people  love  their 
BlackBerry,  or  tell  us  why  you  love 
yours,  atwww.blackberry.com/ask. 


:=:  BlackBerry 


THE  40  RICHEST 


India  Hits  Pay  Dirt 


■  NDIA'S  share  of  the  world's  wealth 
I  has  taken  a  staggering  jump,  with  a  com- 
I  bination  of  the  roaring  stock  market  and 
the  appreciating  rupee  the  springboard.  The 
country's  40  Richest  are  worth  $351  billion, 
more  than  double  last  year's  $170  billion, 
making  them  by  far  the  wealthiest  of  all  in  the 
Asia  Pacific  region.  Four  Indians  have  added 
at  least  $25  billion  to  their  fortunes  in  the  past 
year  and  together  are  worth  $180  billion,  eas- 
ily more  than  Chinas  40  Richest  combined. 
Had  they  been  as  rich  in  March,  when  we 
published  our  billionaire  rankings,  India 
would  have  topped  the  U.S.  (and  every  other 
country),  with  4  members  in  our  top  10  list. 
Here  are  the  5  wealthiest  Indians.  For  a  list  of 
all  40  see  www.forbes.com/india.  (All  valua- 
tions are  as  of  Nov.  2.)  — Naazneen  Karmali 

2005 


In  2005  the  combined  wealth  of  Indians 
in  the  top  10  of  our  billionaire  rankings 
accounted  for  9%  of  the  top  10  total 
wealth.  In  November  it  was  39%. 

Nov.  2,  2007 


1  Lakshmi  Mittal 

$51  billion/London 

57.  Married,  2  children 
Asia's  richest  man  celebrated  merger  between 
his  Mittal  Steel  and  Arcelor  in  September. 
ArcelorMittal,  which  he  heads,  is  world's 
largest  steelmaker,  with  $90  billion  in  sales. 

Mukesh  Ambani 

$49  billion/Mumbai 

50.  Married,  3  children 
India's  richest  resident  derives  much  of  fortune 
from  petrochemicals  giant  Reliance  Industries, 
now  India's  most  valuable  company,  with 
$100  billion  market  cap.  Stock  on  tear  since 
his  split  with  brother  Anil. 

Anil  Ambani 

$45  billion/Mumbai 

48.  Married,  2  children 
Biggest  asset  is  66%  stake  in  telecom  venture 
Reliance  Communications.  Other  interests 
include  India's  largest  mutual  fund.  Still 
feuding  with  brother  Mukesh:  since  2005 
split,  has  taken  him  to  court. 

Kushal  Pal  Singh 

$35  billion/Delhi 

76.  Married,  3  children 
Inherited  real  estate  developer  DLF  from 
father-in-law,  built  it  into  India's  largest.  Stock 
up  60%  since  offering  in  June;  world's  richest 
real  estate  baron. 

Azim  Premji 

$14.8  billion/Bangalore 

62.  Married,  2  children 
Runs  technology  giant  Wipro,  which  gets  80% 
of  its  $3.5  billion  sales  overseas.  Stock  hit 
lately  by  appreciating  rupee.  Unfazed, 
acquired  outsourcing  firm  Infocrossing. 
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COLLEGE  BASKETBALL 


Back  to  School 

In  saving  the  University  of  Memphis'  troubled  basketball 
program,  coach  Johr  is  enjoying  his  own  comeback  By  Monte  Burke 


WHEN  UNIVERSITY  OF  MEMPHIS  BAS- 
ketball  coach  John  Calipari  swaggers 
into  a  restaurant,  fans  cry  out  "Coach 
Cal!"  Calipari,  clad  in  a  royal  blue  athletic 
sweat  suit,  works  the  room  like  a  politician.  He 
smiles,  waves  and  shakes  hands.  Halfway 
through  dinner  a  waitress  tells  him  that  a 
Calipari  doesn't  know 


Sl^^led  up.  ..gjgi 
silence,  ok,  mpvie  time,  hey,  this  one  has  what's 
ner  name  in  it.  jennifer  something,  wait.  Pm 

watching  a  chick  flick,  hmm.  what's  for  dinner? 
filet,  tender,  shiraz.  nice  finish,  getting  sleepy, 
hey  this  lies  flat,  can't,  keep.  eyes.  open,  zzzzz. 
shhh,  it's  the  new  international  business  class 

on  American. 


AmericanAirlines 


Now  available  on  select  routes.  AmericanAirlines,  AA.com  and  We  know  why  you  fly  are.  marks  of  American  Airlines,  Inc.  oneworld  is  a  mark  of  the  oneworld  Alliance,  LLC. 


Marketing 


them— have  paid  his  bill.  Memphis  is 
smitten  with  its  basketball  coach. 

In  seven  years  at  the  University  of 
Memphis  he  has  transformed  its 
basketball  team  from  a  laughingstock  to  a 
powerhouse.  This  year  Memphis  is  a 
national  title  contender,  ranked  number 
three  in  the  country  after  two  consecutive 
33-4  seasons  that  included  appearances  in 
the  NCAA  Tournament's  Elite  Eight. 

Calipari's  on-court  coaching  has 
played  a  big  part  in  the  team's  turn- 
around: In  15  years  as  a  college  coach  he 
has  had  only  one  losing  season.  But  his 
tireless  marketing  of  the  Memphis 
program  to  players,  recruits,  fans  and 
corporate  boosters  is  another  part  of  the 
team's  revival.  "When  you're  building  a 
basketball  program,  you're  trying  to 
create  a  love  affair,"  says  Calipari. 

When  he  arrived  at  the  20,000- 
student  University  of  Memphis  in  2000, 
the  basketball  program  was  in  big  trouble. 
After  a  successful  run  in  the  1980s  the 
team,  which  hadn't  qualified  for  the 
NCAA  Tournament  since  1996,  had 
limped  through  two  losing  seasons  and 
other  embarrassments.  One  coach  was 
dismissed  after  fessing  up  to  an  affair  with 
an  undergraduate.  The  basketball  team's 
graduation  percentage  was  zero,  the  low- 
est in  the  NCAA.  No  wonder  attendance 
for  home  games  was  8,000  in  an  arena 
with  20,000  seats.  And  donations  to  the 
athletic  program  were  a  paltry  $2.5  mil- 
lion a  year.  "We  were  struggling,"  sighs 
R.C.  Johnson,  the  university's  athletic 
director. 

So  was  Calipari.  He  considered 
giving  up  coaching  after  he  was  fired  as 
top  coach  of  the  National  Basketball 
Association's  New  Jersey  Nets  in  1999. 
Calipari  admits  he  didn't  fit  in  at  the 
NBA,  where  a  difficult  player  is  coddled 
instead  of  counseled  or  disciplined.  NBA 
coaches  are  expected  to  "start  the  guy, 
give  him  20  shots  a  game,  promote  him 
in  the  media— so  you  can  trade  him," 
says  Calipari.  He  clashed  with  team 
owners  and  was  criticized  for  his  on- 
court  rants.  He  was  canned  after  start- 
ing the  third  year  of  a  five-year  contract 
at  3-17.  "I  learned  a  lot  about  myself 
from  that  failure,"  he  says.  "I  learned  that 
you  have  to  be  an  active  participant  in 


your  own  survival,  that  you  have 
to  swim  like  hell  and  look  for  a 
life  raft." 

For  him,  that  was  the  Uni- 
versity of  Memphis.  Johnson,  the 
athletic  director,  offered  Calipari 
redemption  in  seeking  the  same 
for  the  University  of  Memphis 
basketball  program.  The  duo  met 
in  Dallas  in  2000  and  worked  out 
a  $550,000  contract  on  a  restau- 
rant napkin. 

The  team  needed  money. 
One  of  Calipari's  first  moves  was 
getting  a  meeting  with  Frederick 
W.  Smith,  the  chief  executive  of 
FedEx  in  Memphis.  He  per- 
suaded Smith  to  become  a  team 
benefactor.  He  also  asked  him  to 
help  set  up  a  paid  summer 
internship  for  the  Memphis 
players.  Since  then  25  basket- 
bailers  have  taken  paid  summer 
internships  at  the  delivery  giant; 
one  former  player  took  a  full- 
time  job  at  the  company.  Alan 
Graf  Jr.,  chief  financial  officer  at 
FedEx,  has  pledged  $500,000  of 
personal  money  to  the  athletic 
program.  Smith  has  become  one 
of  Calipari's  trusted  advisers.  "He  asks 
me  about  organization  and  manage- 
ment," says  Smith. 

Calipari  is  always  selling.  The  coach 
speaks  to  booster  groups  30  times  a  year. 
Donations  to  the  athletic  program  have 
risen  120%  to  $5.6  million  this  year,  and 
the  budget  for  university  athletics  has 
jumped  from  $17  million  to  $31  million. 

The  university  sold  17,800  season 
tickets  this  year,  including  1,000  bought 
at  a  $500-a-plate  barbecue  cookout 
Calipari  hosted  at  his  pink  stucco  man- 
sion in  Memphis.  The  program's  revenue 
from  ticket,  advertising  and  merchan- 
dise sales  will  total  $4.7  million  this  year. 
Some  of  that  money  helps  Calipari  mar- 
ket the  team:  This  season  there  are  20 
billboards  promoting  the  basketball 
team  around  the  city.  All  but  $50,000  of 
the  $2.5  million  tab  for  the  ads  was 
privately  funded.  Calipari's  current 
salary:  $1.8  million. 

Image  matters.  Class  attendance  is 
mandatory,  says  Calipari,  who  hired 


Hoop  dreams: 
Memphis  is  a 
national  title 
contender. 


three  academic  advisers  to  travel 
with  the  team  when  they  play 
games  out  of  town.  Since  he  took 
over  the  program,  79%  of  team 
seniors  have  graduated.  He  insists  that 
his  team  fly  chartered  planes  to  games 
and  eat  at  four-star  restaurants  on  the 
road.  This  year  he  overhauled  the  wait- 
ing rooms  for  recruits  in  the  basketball 
offices.  They  now  include  a  large-screen 
TV  and  an  Xbox,  with  games  that 
include  NBA  '08.  "People  want  to  be  seen 
in  Macy's;  they  don't  want  to  be  seen  in 
a  dollar  store,"  Calipari  says. 

A  tireless  and  persuasive  recruiter, 
Calipari  will  visit  promising  high  school 
basketballers  in  the  middle  of  nowhere. 
"During  a  home  visit  with  a  recruit,  you 
have  five  minutes  to  create  trust,"  he 
says.  He  looks  for  players  who  are  nice  to 
their  moms.  "I'm  Italian,  so  we  eat  our 
meals  family-style,"  says  Calipari.  "I 
want  kids  who  want  to  be  part  of  a 
family." 

He  landed  prize  recruit  Dajuan 
Wagner  of  Memphis  in  2001  in  part  by 
hiring  his  father,  Milt,  as  operations 
director  for  the  team,  a  gimmick  that 
raised  eyebrows  but  was  within  the 
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rules.  (Wagners  father  remained  on  staff 
for  four  years  after  his  son  graduated; 
Dajuan  played  in  the  NBA  for  four  years 
and  now  plays  for  Prokom  Trefl  Sopot,  a 
team  in  Poland.)  "What  I  sell  now  is 
simple:  You  have  a  chance  to  graduate, 
a  FedEx  internship  to  prepare  you  for 
life  after  basketball  and  a  chance  to 
maybe  play  in  the  NBA,"  says  Calipari, 
whose  record  at  Memphis  is  currently 
187-63. 

The  son  of  a  fueler  at  Pittsburgh 
International  Airport,  Calipari  got  his  first 
big  coaching  job  at  age  29,  taking  over  the 
beleaguered  program  at  the  University  of 
Massachusetts  in  Amherst  for  $63,000  a 
year  in  1988.  The  team  had  endured  ten 
straight  losing  seasons.  "We  had  nothing," 
says  John  Robic,  an  assistant  under 
Calipari  at  both  Massachusetts  and 
Memphis.  "We  shared  offices  and  rotary 
phones  with  the  women's  team." 

One  of  Calipari's  first  steps  there  was 
to  recast  the  brand.  When  he  arrived,  the 
team's  uniforms  spelled  out  University  of 
Massachusetts  in  a  mess  of  letters.  Calipari 
shortened  the  logo  to  UMass.  He  opened  a 
store,  Cal's  Closet,  to  sell  branded  apparel. 
He  would  walk  into  a  department  store 


and  order  20  UMass  hats,  to  stir  up 
demand.  It  worked:  The  university  now 
goes  by  UMass. 

And  he  was  a  winner.  After  a  10-18 
record  in  his  first  season  (his  only  losing 
record  as  a  head  coach),  he  reeled  off 
seven  straight  winning  seasons.  He  landed 
outstanding  recruits.  One  was  Marcus 
Camby,  who  led  UMass  to  its  first-ever 
number  one  ranking  in  1996  and  the 
school's  first  appearance  in  the  NCAA's 
Final  Four  tournament.  The  rising  basket- 
ball program  lifted  the  entire  university: 
The  school  built  a  9,300-seat  basketball 
arena;  the  endowment  grew  from  $5  mil- 
lion to  $19  million. 

Calipari  did  well  for  himself,  too.  He 
sold  all  the  advertising  for  his  weekly  TV 
and  radio  shows  and  kept  the  proceeds. 
He  pushed  season  tickets  and  got  a  cut.  He 
scheduled  high-profile  games  against 
tough  rivals  and  was  given  appearance 
fees  for  one  of  those  games  each  year,  nice 
perks  he  doesn't  get  in  Memphis.  By  1996 
his  salary  with  supplemental  earnings 
added  up  to  a  reported  $  1  million  a  year. 

After  the  1996  season  Calipari  was 
offered  a  five-year,  $15-million  contract  to 
coach  the  NBAs  New  Jersey  Nets.  That 
was  his  last  celebration  for  a  while.  Less 
than  a  week  later  the  NCAA  discovered 
that  Camby,  UMass'  best  player,  had  taken 
money  from  an  agent  while  in  school.  The 
NCAA  fined  the  school,  disqualified  four 
wins  and  canceled  its  Final  Four  appear- 
ance. Calipari  was  eventually  exonerated 
of  all  personal  wrongdoing,  but  he  is  still 
dogged  by  those  events. 

He  plans  to  appeal  to  the  NCAA  to 
reinstate  the  wins  for  UMass.  But  first  he 
wants  another  score  in  Memphis.  Taking 
a  cue  from  the  NBA,  he  believes  marketing 
his  basketball  program  in  China,  where 
300  million  kids  play  the  sport,  will  help 
him  recruit  players  there.  Calipari  met  the 
Chinese  national  team  when  it  toured  the 
U.S.  in  June.  He  traveled  to  China  in 
September  and  a  month  later  hosted  15 
coaches  from  the  Chinese  Basketball 
Association  at  a  clinic  in  Memphis.  One 
Chinese  coach  stayed  on  in  Memphis  as  a 
paid  intern. "We  have  to  find  a  way  to 
compete  with  the  UCI.As  and  the 
UNC-Chapel  Hills  of  the  world,"  he  says. 

So  far,  so  good.  F 
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Tobacco-Free 

An  antinicotine  pill  is  Pfizer's  fastest-growing  prescription  since  Viagra. 
Could  side  effects  make  it  go  up  in  smoke?  By  Matthew  Herper 


JOTHAM  COE  WAS  A  25-YEAR- 
old  graduate  student  when  he 
decided  to  quit  smoking.  It  was  a 
sunless  December  day  in  1984, 
and  Coe  was  preparing  his  first 
technical  talk  to  students  and  faculty  at  the 
Massachusetts  Institute  of  Technology. 
Coe  had  to  draw  dozens  of  chemical  struc- 


tures in  indelible  ink  to  make  transparent 
slides.  If  he  fouled  up  once,  he  had  to  start 
over.  After  hours  of  finger-cramping  work 
Coe  looked  down  and  realized  he  had  five 
Camel  Lights  burning.  "This  has  got  to 
end,"  he  told  himself. 

Coe  quit,  relapsed  once  when  he  was 
30,  but  finally  kicked  nicotine  for  good 


after  a  hospital  stay  for  appendicitis. 
Eventually  his  father  and  uncle  died  of 
the  habit,  the  former  from  emphysema, 
the  latter  from  lung  cancer. 

Coe  is  now  striking  back  against 
tobacco:  A  medicine  he  invented,  called 
Chantix,  is  turning  out  to  be  the  most 
powerful  antismoking  drug  ever,  and 
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Pfizer's  biggest  surprise  hit  in  a  decade.  In 
this  era  of  drug-spending  cutbacks  and 
safety  panics  it  would  seem  like  a  recipe 
for  failure:  a  drug  that  helps  only  a  fifth  of 
patients  and  might  even  have  a  rare, 
dangerous  side  effect.  But  Chantix  will 
gross  $800  million  in  sales  this  year,  with 
$1.2  billion  a  year  possible  by  2012, 
according  to  Credit  Suisse  First  Boston.  In 
just  16  months  4  million  smokers  have 
taken  a  $350,  three-month  course. 

Until  Chantix  was  approved,  smokers 
had  two  drug  options:  nicotine  replacement, 
including  patches,  gums  and  inhalers,  and 
Zyban,  a  generic  antidepressant  developed 
by  GlaxoSmithkline  a  decade  ago.  Pfizer's  pill 
is  the  first  to  work  on  the  same  brain  recep- 
tors as  nicotine,  reducing  the  cravings  of 
addiction.  It  also  prevents  cigarettes  from 
giving  smokers  a  buzz.  Only  30%  of  pa- 
tients on  Zyban  have  been  able  to  stay  off 
cigarettes  entirely  after  1 2  weeks,  compared 
with  45%  who  take  Chantix.  Behavioral 
therapy  is  still  required  for  any  smoking 
treatment. 

"We  desperately  needed  new  medica- 
tions," says  Neal  Benowitz,  a  leading 
researcher  in  nicotine  addiction  at  UCSF 
who  was  paid  by  Pfizer  to  help  advise  it  on 
its  clinical  trials.  "If  you  were  going  to  pick 
one  first-line  drug,  this  would  be  it."  Says 
Mitchell  Nides,  director  of  Picture  Quit- 
ting in  Los  Angeles  and  another  Pfizer 
consultant:  "I've  been  in  the  field  for  20 
years,  going  all  the  way  back  to  nicotine 
gum.  My  experience  so  far  is  that  Chantix 
is  the  best  medicine  we  have." 

Smoking  is  the  leading  cause  of  pre- 
ventable death,  killing  400,000  from  heart 
disease,  lung  cancer  and  emphysema.  Few 
understand  cigarettes'  iron  grip  better 
than  the  man  who  invented  Chantix. 
Jotham  Coe  was  originally  assigned  to 
Pfizer's  antismoking  project  in  1995  to 
find  new  raw  materials  for  other  chemists. 
Pfizer  was  studying  cytisine,  a  toxic  chemi- 
cal found  in  the  coffee  tree  and  in  flowering 
Chinese  shrubs,  as  a  potential  antinicotine 
drug.  But  the  stuff  cost  $  1 .7  million  a  kilo- 
gram. In  his  off  hours  Coe  figured  out  how 
to  make  it  on  the  cheap. 

Pfizer's  goal  was  to  turn  cytisine  into  a 
compound  that  would  outsmart  the 
brain's  nicotine  receptors.  Nicotine 
evolved  as  a  toxin  to  keep  bugs  and  deer 


from  eating  plants.  But  when  smoked, 
nicotine  causes  neurons  in  the  brain  to 
release  a  soup  of  chemicals  that  make  the 
smoker  happier,  smarter  and  more  awake. 
When  levels  of  those  same  chemicals 
plummet,  the  body  overcompensates, 
creating  desperate  cravings. 

A  drug  should  be  able  to  gently  hug 
nicotinic  receptors,  easing  cravings  with- 
out getting  the  smoker  high.  Great  idea, 
but  it  was  so  hard  to  do.  The  dozens  of 
compounds  Pfizer  tried  either  failed  to 
trigger  the  receptor  or  gave  too  little  of  a 
buzz.  By  1996  Coe's  boss  was  telling  him 
to  give  up,  but  Coe  was  not  yet  ready  to 
quit.  It  was  then  he  had  a  flashback  to 
work  he'd  done  years  earlier  on  morphine- 
related  compounds.  They  were  struc- 
turally similar  to  cytisine  in  many  ways, 
sharing  the  location  of  a  nitrogen  atom  in 
a  particular  place  on  a 
pair  of  bicycle-like  car- 
bon rings. 

Coe  dived  into  the 
body  of  morphine  re- 
search. He  found  a  17- 
year-old  paper  written  by 
University  of  Maryland 
researcher  Paul  Mazzochi 
that  mentioned  how 
moving  a  nitrogen  atom 
in  a  morphine  molecule 
caused  its  morphinelike 
properties  to  disappear — 
and  also  made  it  poison- 
ous, just  like  nicotine. 

So  Coe  moved  a 
nitrogen  atom,  too,  and 
suddenly  had  a  series  of 
compounds  to  test  that  did 
exactly  what  Pfizer  had 
wanted  a  drug  to  do.  It  took 
months  of  tinkering  to 
turn  that  basic  structure  into  a  drug  that 
would  work  in  people.  Then  came  eight  years 
of  clinical  trials  in  5,000  patients. 

Chantix's  success  has  surprised  even 
Pfizer.  In  2006,  just  after  Chantix  hit  the 
market,  Pfizer's  chief  marketer,  Ian  Read, 
warned  Wall  Street  that  insurance  compa- 
nies don't  view  smoking  treatments  as 
something  they  need  to  pay  for.  By  the 
time  the  first  Chantix  TV  ads  featuring  a 
tortoise  and  a  hare  aired  this  September, 
the  drug  was  already  a  bona  fide  hit. 


"If  you  were 
going  to  pick 
one  first-line 

drug,  this 
would  be  it." 


 Health 

Then  reports  of  strange  side  effects 
began  to  emerge.  On  Sept.  3  a  musician 
named  Carter  Albrecht,  who  was  a  mem- 
ber of  the  folk- rock  group  Edie  Brickell  and 
the  New  Bohemians,  was  shot  to  death  in 
Dallas  after  a  night  of  strange  and  unchar- 
acteristically violent  behavior.  His  father 
says  his  son  was  a  happy-go-lucky  session 
man,  but  in  the  week  after  he  started  taking 
Chantix  he  became  combative  over  what 
used  to  be  minor  business  details.  In  addi- 
tion to  having  taken  Chantix,  Albrecht  was 
drinking  heavily  the  night  he  was  shot;  his 
blood-alcohol  level  was  three  times  the 
legal  limit  for  driving. 

The  drug's  label  cautions  about 
insomnia  and  nightmares,  but  Pfizer 
says  there's  no  evidence  of  a  link  between 
the  drug  and  violent  behavior.  The  Food 
&  Drug  Administration  has  not  taken 
any  action. 

The  link  should  be 
pursued.  Some  40%  of 
cigarettes  are  sold  to  the 
mentally  ill,  and  nine  out 
of  ten  schizophrenics 
smoke.  Already  700  times 
as  many  patients  have 
used  the  drug  as  took  it  in 
clinical  trials.  Some  doc- 
tors are  concerned.  Elliot 
Wineburg,  who  runs  the 
Stop  Smoking  Medical 
Center  in  New  York,  says 
reports  that  Chantix  might 
exacerbate  mental  illness 
make  him  worry  about 
"major,  major  problems," 
but  he  still  sees  a  role  for 
the  drug. 

"I  don't  make  a  lot  of 
it,"  counters  Mayo  Clinic 
smoking  researcher  Tay- 
lor Hays  (some  of  whose  work  is  funded 
by  Pfizer),  although  he  cautions  patients 
to  avoid  heavy  drinking  when  on  this  or 
other  drugs.  UCSFs  Benowitz  notes  that 
smokers  can  experience  dark  moods  and 
bad  behaviors  when  they  quit  smoking, 
Chantix  or  no. 

Even  good  drugs  often  go  through  a 
trial  by  fire  before  doctors  are  sure  they 
are  safe.  But  the  Chantix  story  does  sug- 
gest a  solution  to  Pfizer's  larger  problems: 
Clone  Jotham  Coe.  F 
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Smiles,  Everyone 

Online  hookup  site  MySpace  is  beginning  to  look  a  lot  less  like  Facebook  and  a 

lot  more  like  MTV  By  Erika  Brown 


Peyton,  Sigourney,  (feather 
of  fake  reality  show  Rc 


er  and  Violet 
Roommates. 


THE  SHOW  WRITES  ITSELF.  FOUR 
cute  girls  fresh  out  of  college 
move  into  an  apartment  in  Los 
Angeles.  In  one  episode  a  leggy 
brunette,  Peyton,  walks  in  on 
Violet  while  she's  in  her  lacy  underwear. 
Another  time  Violet  rubs  on  lotion  and 
takes  a  bubble  bath.  Later  in  the  season 
Peyton  makes  out  with  a  guy  on  the  couch 
in  front  of  her  friends. 


This  is  Roommates,  a  new  faux  reality 
show  that  is  getting  heavy  promotion  on 
MySpace.  It  has  the  distinction  of  being 
the  first  series  conceived  by,  and  exclu- 
sively for,  the  social  networking  Web  site. 
Episodes  are  only  three  minutes.  Plot  is 
mostly  nonexistent,  and  it  seems  to  be  a 
ripoff  of  MTV's  The  Hills,  another  show 
about  young  women  living  a  reality-non- 
reality  conundrum  in  L.A. 


MySpace  says  Roommates  is  a  hit,  but 
that  depends  how  you  define  "is"  and  "hit." 
The  series'  19  shows  have  garnered  a  com- 
bined 3.7  million  views,  about  half  of  what 
Katie"  Couric  gets  in  one  night.  A  typical 
YouTube  hit  gets  1  million  views. 

Hit  or  not,  Roommates  is  making  some 
waves  for  MySpace,  owned  by  News  Corp. 
MySpace  is  still  the  biggest  in  the  business, 
with  72  million  unique  visitors  in  the  U.S. 
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in  October,  according  to  ComScore.  Its 
home  page  is  one  of  the  most  valuable  on 
the  Web,  with  130  million  page  views  each 
day,  says  MySpace.  MySpace  has  been  a 
great  investment  for  Rupert  Murdoch 
since  his  News  Corp.  swooped  in  with  a 
$650  million  deal  for  Intermix,  the  former 
parent  of  MySpace.  This  year  MySpace  is 
expected  to  earn  News  Corp.  $200  million 
to  $300  million  before  interest  and  taxes  on 
$800  million  in  revenue. 

But  MySpace's  user  growth  is  slowing, 
those  who  go  there  are  spending  less  time 
per  visit,  and  rival  networks  such  as  Face- 
book  are  rising  fast.  And  try  as  MySpace 
might  to  dominate  Internet  video,  YouTube 
has  pretty  much  walked  off  with  the  busi- 
ness (see  chart). 

"Everyone  thinks  YouTube  is  taking  over 
TV  on  the  Internet,  but  we  had  51  million 
unique  streamers  [in  June],"  says  MySpace 
Chief  Christopher  DeWolfe.  But  by  Septem- 
ber, that  figure  fell  to  38  million.  With 
growth  slowing,  DeWolfe  is  having  to  get 
creative— and  that  means  going  Hollywood 
and  making  his  own  content  "We  have  done 
dozens  of  new  deals  with  Sony,  Fox,  NBC, 
the  NBA  and  the  NHL,  and  now  we  have  our 
own  content,"  he  says.  He  sees  Internet  video 
becoming  one  of  MySpaces  primary  revenue 
streams. 

Social  networks  were  supposed  to  be 
anti-Big  Media,  created  by  and  for  other 


MySpace  TV's  Jeffrey  Berman. 

members.  And  while  most  of  what's  on 
MySpace  continues  to  be  of  the  babies- 
eating-dog-food  genre,  it  turns  out  that 
this  isn't  worth  much  to  advertisers,  nor 
are  the  couple  hundred  million  member- 
profile  pages  plastered  with  photos  of 
people  showing  off  their  abs.  "Brands  like 
P&G  do  not  want  to  advertise  on  Web 
pages  that  have  14-year-old  girls  kissing 
each  other,"  says  Jared  Pobre  of  Ideal 
Exposure,  an  ad  firm  in  Irvine,  Calif. 

But  show  a  commercial  before  or  during 
a  professionally  produced  video  and  you  can 
bring  in  as  much  as  $60  per  thousand  visi- 
tors in  ad  revenue.  MySpace  has  aired  a  teen 
drama  series  from  Michael  Eisner's  Web 
production  company,  edited-down  versions 
of  retro  TV  shows  such  as  Starsky  &  Hutch 


MyThreats 

Facebook  more  than  doubled  its 
users  in  12  months,  but  MySpace 
gained  just  28%.  And  MySpacers 
spend  less  time  on  the  site  than 
they  did  12  months  ago.  YouTube 
has  twice  the  viewers,  and  they 
spend  more  time  watching. 


Total  Visitors  (mil  inoct) 
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Sources:  comScore  Media  Metrix;  comScore  Video  Metrix. 


and  in  November  debuted 
Quarterlife,  a  prime-time- 
quality  drama  series. 

YouTube  and  Facebook 
have  avoided  spending 
money  on  original  content 
and  instead  stick  to  letting 
their  users  and  other  produc- 
ers make  stuff  for  them.  Pre- 
vious attempts  by  Internet 
companies  to  become  pro- 
duction houses — even  when 
run  by  former  TV  execu- 
tives— have  failed.  In  early 
2005  Yahoo  Media  Group  announced  big 
plans  to  produce  its  own  shows  for  the  Web, 
to  be  spearheaded  by  former  ABC  Entertain- 
ment Television  Group  chairman  Lloyd 
Braun.  But  Braun  left  under  a  cloud  in  late 
2006,  and  Yahoo  now  produces  almost  no 
original  content. 

MySpace  TV  General  Manager  Jeffrey 
Berman  insists  he  will  not  suffer  the  same 
fate:  His  bets  are  small,  and  he  always  tries 
to  line  up  a  sponsor  first.  "We're  not  going 
to  do  this  if  it  means  throwing  millions  of 
dollars  down  a  hole,"  he  says. 

Online  shows  like  Roommates  can  be 
made  for  $3,000.  Per  minute,  that  comes 
to  1%  to  2%  of  what  producers  spend 
making  prime-time  shows  for  broadcast 
networks.  MySpace  is  financing  the  45 
episodes,  which  are  being  made  by  Iron 
Sink  Media,  a  producer  in  L.A.  The  show 
was  profitable  before  the  cameras  rolled, 
thanks  to  an  estimated  $500,000  sponsor- 
ship from  Ford.  In  one  episode  Sigour- 
ney  buys  a  new  car.  Guess  which  brand? 
Viewers  like  girls  more  than  ads.  The 
episode  in  which  Sigourney  test-drives 
her  Ford  Focus  has  had  47,000  views  so 
far.  "The  Exhibitionist,"  which  features  a 
half-naked  girl,  has  had  a  million  plays. 

A  year  ago  MySpace  was  unsure  how 
to  make  money  on  its  vault  of  videos.  That 
changed  in  April  when  MySpace  aired  Prom 
Queen,  an  80-episode  (each  a  minute  and 
a  half)  teen  drama  by  Michael  Eisner's  new- 
media  studio,  Vuguru.  The  episodes,  which 
aired  on  multiple  sites,  brought  in  an  aver- 
age 200,000  views  apiece.  Eisner's  team  sold 
product  placements,  proving  that  there  was 
a  way  to  make  money  advertising  in  online 
videos.  A  spinoff  aired  this  summer. 
MySpace  TV  became  an  official  division 
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Polycom  Telepresence: 

EXPERIENCE    THE     REAL  THING 


The  world  leader  in  collaborative  communications 
is  the  real  presence  in  Telepresence. 


Telepresence  is  a  key 
solution  for  communication. 
Polycom  RealPresence™ 
Experience  delivers  an 
unprecedented  immersive 
Telepresence  environment. 


We  deliver  HD  solutions 
from  Telepresence  to 
meeting  rooms  to 
desktops  -  and  they  all 
work  together. 


Take  your  organization  to  the 
next  level  of  communication 
and  realize  the  positive 
benefit  to  your  top  and 
bottom  line. 


Let  Polycom  show  your  organization  how  to  improve  your  productivity  and  competitive  edge. 

Contact  us  to  schedule  a  briefing  at  www.polycom.com/rpx/forbes 


^POLYCOM 

TOGETHER  GREAT  THINGS  HAPPf 


in  June  under  Berman,  a  former  public  de- 
fender from  the  D.C.  suburbs.  He  has  hired 
a  handful  of  people  from  the  TV  industry, 
including  folks  from  CNN,  HBO  and  Scott 
Rudin  Productions.  They've  already  signed 
content  deals  with  some  veteran  produc- 
ers. MySpace  distributes  Sony's  Minisode 
Network,  which  offers  pared-down  ver- 
sions of  old  shows  like  Fantasy  Island  and 
What's  Happening!!  Honda  is  the  sponsor. 

Quarterlife  is  a  show  about  coming 
of  age  in  the  blog  era,  by  Marshall 
Herskovitz  and  Edward  Zwick,  the  duo 
that  created  TV  classics  Thirtysomething 
and  My  So-Called  Life.  Herskovitz  and 
Zwick,  who  originally  conceived  the 
show  for  prime-time  TV,  put  up  at  least 
$50,000  to  shoot  each  eight-minute 
episode.  MySpace  gets  to  run  it  exclu- 
sively for  the  first  24  hours.  Then  it  gets 
syndicated  to  quarterlife.com  and  a 
week  later  to  multiple  sites,  including 
YouTube,  Facebook  and  Imeem. 

Berman  would  rather  keep  the  content 
on  his  site  and  grab  more  of  the  ad  revenue. 
In  MySpace's  Artist  on  Artist,  celebrity  ac- 
tors, musicians  and  filmmakers  interview 
one  another,  coincidentally  around  the 
time  they  release  a  new  record  or  movie, 


WIRELESS 


as  was  the  case  when  The  Darjeeling  Lim- 
ited director  Wes  Anderson  and  actor 
Owen  Wilson  did  the  show.  The  program, 
like  many  others,  was  conceived  by  My- 
Space's marketing  department  and  leaves  a 
subtle  "I  think  I've  just  been  advertised  to" 
aftertaste. 

MySpace  has  also  put  on  100  free 
concerts,  called  Secret  Shows.  Dates  and 
locations  are  shared  only  with  "friends"  of 
Secret  Shows.  Headlining  bands  have 
included  the  Killers  and  Gnarls  Barkley. 
Secret  Shows  spawned  a  similar  program 
for  comedians  called  Secret  Stand-Up. 
MySpace  also  streams  live  concerts  on  its 
site  and  has  its  own  record  label. 

Social  networking  sites  have  worries 
other  media  companies  do  not,  like  trying 
to  avoid  their  association  in  the  public's 
mind  with  perverts.  In  September  MySpace 
arranged  for  starlet  Amanda  Bynes  to 
appear  at  a  free,  MySpace-hosted  screening 
of  her  new  film,  Sydney  White.  MySpace  in- 
vited members  who  had  "friended" 
MySpace's  Black  Curtain  Screenings  online. 
Bynes,  21,  stood  in  front  of  the  theater 
against  a  MySpace  banner  and  fielded 
questions  from  the  audience,  which  was 
filled  with  young  girls  and  some  older  men 


who  sat  in  the  rear.  One  girl  asked  Bynes, 
who  has  MySpace  pages  for  her  movie  and 
clothing  line,  if  she  also  had  a  personal 
MySpace  page.  "No,"  said  Bynes.  "Why  not?" 
asked  the  girl.  "My  parents  won't  let  me.  For 
security  reasons.  I  don't  want  to  get  stalked." 
MySpace's  marketers  groaned. 

MySpace  cofounder  'I  Tiomas  Anderson 
is  dismissive  of  the  utilitarian  approach  taken 
by  its  faster-growing  rival  Facebook,  which 
focuses  on  the  software  and  leaves  content 
creation  to  thousands  of  developers  who've 
made  popular  games  and  other  diversions 
that  keep  people  coming  back.  "They  want 
to  be  an  operating  system.  We  want  to  be 
fun  and  cool  and  relevant  to  culture,"  he  says. 
Anderson  is  considering  a  number  of  new 
ventures,  including  offering  an  online  invite 
service  and  helping  MySpacers  share  reviews 
of  restaurants  and  clubs. 

It's  too  early  to  rule  on  MySpace's  abil- 
ity to  dominate  popular  culture.  Meanwhile, 
another  episode  of  Roommates  tapes  at  a 
nondescript  house  in  LA's  Studio  City,  and 
Jeffrey  Berman  and  his  staff  of  mostly  oh- 
so-cool  kids  in  their  20s  sit  around  a  table 
in  Beverly  Hills,  discussing  a  dozen  ideas, 
including  a  dating  show,  a  hidden  camera 
show  and  a  spoof  on  cop  dramas.  F 


Third  Life 


Virtual  words  go  mobile  |  By  Chana  R.  Schoenberger 


VIRTUAL  WORLDS,  THOSE  SORTA-TRENDY  WEB  REALMS  IN  WHICH  THOUSANDS  OF  DIGITAL  AVATARS  MILL  AROUND,  ACTING 
out  the  wishes  of  real  people,  are  making  their  way  onto  phones.  Operators  in  Japan  are  out  in  front,  as  usual  in  wireless,  with 
S!Town  and  Disney  Wonder  Days.  They  like  the  idea  of  higher  bills,  but  it  may  be  a  while  before  the  services  tap  into  the 
crucial  kid  economy.  Just  15%  of  SITown  subscribers  are  under  20.  "It  will  take  a  couple  of  years  until  data  charges  aren't  an  issue," 
says  Sampo  Karjalainen,  cofounder  of  Sulake,  the  Finnish  firm  behind  Habbo  online  world  and  the  mobile  Mini  Friday. 


Softbank's  SITown  has  250,000  avatars, 
with  20,000  new  ones  per  month. 
Users  can  create  and  decorate  their 
rooms;  meet  other  avatars,  chat,  play 
games.  Free  with  data  plan. 


Disney  Wonder  Days,  $1  a  month,  is  a 
virtual  Magic  Kingdom.  Users  buy  furniture 
and  clothes  on  Main  Street.  Expect 
mobile  versions  of  Club  Penguin  and 
Toontown  soon. 


Mini  Friday  has  140,000  users  who 
maneuver  their  avatars  in  a  bar,  where 
they  can  dance  and  chat  in  their  own 
language.  The  free  (for  now)  service  is  big 
in  Indonesia  and  Brunei. 
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Some  airlines  run  ads  that  talk  to  business  travelers. 
We're  running  an  ad  that  says 


to  them. 

1.  INTRODUCING  A  WHOLE  NEW,  BETTER  BOARDING  PROCESS 

It's  a  calmer,  more  relaxed  way  to  board.  There  is  no  need  to  line  up  early  because 
your  boarding  pass  number  holds  your  place  in  line.  So  you  are  free  to  work, 
relax,  or  do  whatever. 

2.  INTRODUCING  SOUTHWEST  AIRLINES5  BUSINESS  SELECT 

You  deserve  Southwest  Airlines  Business  Select.  For  just  a  little  extra,  you  can  be 
part  of  the  select  group  that's  guaranteed  to  be  one  of  the  first  to  board  and  get 
a  free  drink  and  extra  Rapid  Rewards'  credit.  Plus,  your  fare  is  fully  refundable. 

3.  INTRODUCING  MORE  NONSTOP  FLIGHTS  FOR  YOUR  NONSTOP  BUSINESS 

Fly  long  without  the  stops.  Southwest  offers  over  3,400  daily  nonstop  flights, 
which  lets  you  fly  nonstop  to  more  places  you  do  business. 


SOUTHWEST.COM 


Digital  Tools  i  Daniel  Lyons 


BLACK  MAGIC 

THERE  ARE  MANY  GOOD  THINGS  TO  SAY  ABOUT  VUDU, 
a  tiny  company  in  Santa  Clara,  Calif,  that  sells  a  box 
for  downloading  movies  from  the  Internet.  Vudu  has 
marvelous  engineering,  terrific  design  and  offers 
access  to  a  super  selection  of  movies.  But  the  biggest 
thing  Vudu  has  in  its' favor  is  simply  this:  It  is  not  Apple. 

Movie  studios  see  the  chokehold  that  Steve  Jobs  has  gained 
over  the  musi<  industry  and  are  determined  not  to  end  up  at  his 
mercy,  too.  So  they've  been  eager  to  support  rival  systems.  That's 
great  news  for  Vudu,  which  has  struck  deals  with  all  the  major 


movie  companies  and  now  offers  5,000  flicks,  while  Apple  offers 
only  about  500  on  its  iTunes  movie  store.  Better  yet,  Vudu  also  is 
racing  ahead  in  the  resolution  wars,  offering  full  high-definition 
movies  (1080i  and  1080p)  while  Apple  and  others  are  stuck  in 
the  land  of  low  def. 

For  $400,  you  get  a  device  with  a  gorgeous  black  case  and  a 
remote  control  that's  minimalist  enough  to  make  Apple  envious. 
The  user  interface  is  attractive,  simple  and  gets  you  to  movies 
arranged  by  genre,  actor,  director  or  title.  Fans  of  cable  on- 
demand  movies  may  see  no  need  to  spend  $400  on  a  new  piece 
of  hardware.  But  Vudu  gets  you  far  more  choice. 

To  get  going,  you  just  connect  the  box  to  your  TV,  then 
connect  Vudu  to  your  broadband  Internet  connection  via  an 
Ethernet  cable  or  a  Wi-Fi  signal.  I  chose  the  wireless  route  and 
had  no  problems. 

Next  you  create  an  account  on  Vudu's  Web  site  and  use  a  credit 
card  to  load  some  money  into  your  account.  Movies  cost  $5  to 
$20  to  buy,  $  1  to  $4  to  rent.  Rented  movies  remain  on  the  Vudu 
box  for  30  days,  with  one  catch — once  you  start  playing  a  rental 
it  will  vanish  in  24  hours.  The  Vudu  box  can  hold  up  to  50  movies 
on  its  250-gigabyte  hard  drive,  but  you  can't  burn  a  film  onto  a 
DVD,  a  concession  Vudu  made  to  appease  the  movie  studios. 

The  coolest  thing  about  Vudu,  assuming  you  have  a  suffi- 
ciently fast  Internet  connection,  is  that  movies  play  as  soon  as 


Movie  studios 
are  eager  to 
support  rivals 
to  Apple. 
That's  great 
news 
forVudu. 


you  click  on  them.  You  don't  have  to  wait  for  them  to  down- 
load as  you  do  with  Apples  iTunes  store.  Vudu  accomplishes 
this  magic  act  by  breaking  movies  into  pieces  and  storing  the 
pieces  across  its  network  of  Vudu  boxes.  I  rented  Shooter  one 
night  and  purchased  The  Lives  of  Others  another.  Both  played 
smoothly,  with  no  hiccups  or  stalling.  You  can  tell  a  lot  of 
thought  was  put  into  the  remote.  It  has  thankfully  few  buttons 
but  has  a  neat  thumbwheel  you  can  spin  to  advance  or  rewind 
through  a  film.  And  it  smartly  uses  radio  waves  instead  of 
infrared,  so  it  can  zip  through  menus  even  if  the  Vudu  box  is 
tucked  away  inside  a  cabinet. 

I  had  the  good  fortune  to  test  the  Vudu  box  on  Sony's  new 
high-def  LCD  television.  It  was  a  mind-blowing  combination.  The 
46-inch  KDL-46XBR5  (list  price:  $3,900)  offers  true  1080p 
resolution  and  refreshes  its  picture  twice  as  often  as  other  TVs, 
which  supposedly  makes  images  sharper.  This  set  is  so  advanced, 
in  fact,  that  there  isn't  much  content  available  that  can  fully 
exploit  its  capabilities,  unless  you're  running  a  Sony  PlayStation  3 
or  one  of  the  new  high-def  DVD  players. 

There's  space  under  my  tree  for  a  Vudu  and  the  Sony.  I'd  love 
to  get  both,  but  then  where  would  I  put  the  tree?  F 


Forbes 


Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret 
Diary  of  Steve  Jobs  at  fakesteve.blogspot.com.  His 
novel,  Options,  came  out  last  month. 


RETAIL  HEALTH  CARE 


Paper?  Plastic?  Penicillin? 


After  a  rough  start,  Webster  Golinkin  wants  to  prove  that  retail  health  clinics 
can  deliver  good  medicine  and  healthy  returns  |  By  David  Whelan 
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Scaling  up:  RediClinic's  Webster  Golinkin 
aims  to  open  more  clinics. 


ERIC  BILLINGS  IS  NOT  AT  THE 
H.E.B.  supermarket  to  shop.  He 
has  a  pounding  sinus  headache 
that  he  needs  to  get  rid  of  so  he 
can  return  to  his  job  as  a 
logistics  manager  at  his  dad's  chemical 
company.  Inside  the  store,  situated  in  the 
Woodlands,  a  northern  exurb  of  Houston, 
he  approaches  the  counter  of  R-xiiCHnic. 


The  clerk  at  the  infirmary  takes  his 
insurance  card  along  with  a  $20  co-pay 
and  ushers  him  into  an  exam  room  to 
meet  with  a  nurse-practitioner.  Next  stop: 
the  store's  pharmacy  to  fill  two  prescrip- 
tions. How  was  the  15-minute  experience? 
Thumbs  up,  he  signals.  "I've  got  to  get 
back  to  work,"  he  says,  dashing  away. 
There  are  32  tidy  RediClinics  in 


middle-class  neighborhoods  around 
Houston,  Austin,  Richmond,  Tulsa  and 
Bentonville,  Ark.  Each  outlet  has  a  nurse 
and  two  bright  exam  rooms  where  time- 
pressed  folks  with  sniffles,  urinary  tract 
infections  and  other  garden-variety 
ailments  pop  in  for  quickie  tests  and 
treatment  seven  days  a  week.  Prices  are 
displayed,  menu-style,  on  the  wall  (pink- 
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Your  future  customers  in  Beijing  are  closer  than  you  think. 

FedEx  has  all  the  tools  you  need  to  make  international  shipping  easy.  FedEx  Express 
ships  to  more  than  220  countries  and  territories  worldwide,  including  over  200 
cities  in  China.  And  whatever  your  shipping  needs  are,  FedEx  has  a  solution  that 
lets  you  focus  on  the  things  that  really  matter — like  growing  your  business.  For 
ore  information,  go  to  fedex.com.  Relax,  it's  FedEx.® 


Express 


eye:  $59;  cholesterol  and  glucose  tests: 
$39).  The  paperless  operation  takes  up 
just  500  square  feet  in  supermarkets  and 
drugstores.  "The  current  health  care  sys- 
tem is  designed  to  treat  a  small  number 
of  complex  cases,"  says  Webster  Golinkin, 
the  chief  executive  of  RediClinic.  "We  are 
in  the  business  of  treating  a  large  number 
of  simple  cases." 

Golinkin  aims  to  spend  at  least  $115 
million  building  500  clinics  by  2010,  a  goal 
that  may  be  possible  by  dint  of  equity  cap- 
ital provided  by  AOL  founder  Steve  Case 
in  2005.  Case,  who  owns  a  minority  stake 
in  RediClinic  through  his  Revolution 
Health  Group  holdings,  says  he  believes 
RediClinic  can  become  "the  Starbucks  of 
convenient  care." 

Problem  is,  RediClinic  got  its  start 
catering  to  the  7-Eleven  crowd.  Golinkin, 
56,  set  up  his  first  clinics  in  2005,  many 
in  low-income  areas  around  Houston. 
But  even  though  RediClinic's  services  are 
cheap— a  strep-throat  test  costs  $59, 
compared  with  $80  at  a  doctor's  office — 
there  were  few  patients.  Visitors  who 
dropped  in  wanted  to  use  Texas  Medic- 
aid coverage,  which  RediClinic  did  not 
accept.  So  they  waited  until  they  got 
really  sick,  then  went  to  free  clinics  or 
emergency  rooms. 

Golinkin  closed  RediClinic's  two 
worst-performing  outlets  in  poor, 
Spanish-speaking  neighborhoods  in  2006 
and  decided  he  would  have  better  luck 
targeting  time-pressed  suburbanites  with 
kids  and  insurance.  In  Houston,  where 
there  are  now  14  stores,  the  company  is 
running  its  first  TV  commercials  zoned  to 
middle-  and  upper-income  cable  cus- 
tomers. Golinkin  is  also  urging  employers 
to  steer  workers  to  its  outlets  for  minor 
ailments.  Deborah  Elkins,  benefits  man- 
ager at  Popeyes  Chicken  &  Biscuits,  esti- 
mates that  a  trip  to  RediClinic  costs  the 
company  half  of  what  it  pays  when  an 
employee  visits  a  doctors  office.  So  far  60 
employers,  with  150,000  insured  workers 
in  RediClinic's  larger  markets,  have  agreed 
to  direct  employees  there. 

Now  to  get  insurance  companies  to 
buy  in.  RediClinic  cut  a  deal  with  Aetna. 
It  now  offers  free  cholesterol  tests  to 
Aetna  customers.  Medicare  started  cov- 
ering visits  this  June.  But  this  adds  a  new 


challenge:  Now,  in  addition  to  trying  to 
get  space  in  Wal-Mart's  best  stores,  Redi- 
Clinic must  pick  markets  that  aren't  dom- 
inated by  HMOs  that  don't  cover  retail 
health  care. 

RediClinic  is  on  track  to  post  $  1 5  mil- 
lion in  revenue  in  2007,  almost  double 
last  years  revenue.  But  it's  losing  money —  | 
several  million  dollars  this  year.  Getting 
the  500-square-foot  outlets,  which  have  | 
their  own  dedicated  bathrooms,  up  and 
running  costs  RediClinic  $250,000  each. 
And  even  these  small  operations  are 
expensive  to  staff.  RediClinics  must  hire 
at  least  two  nurse-practitioners  who  can 
write  prescriptions.  They  make  $100,000 
a  year  each. 

Many  states  have  laws  that  make  it 
difficult  for  clinics  like  this  to  operate. 
In  Texas  nurse-practitioners  can't  see 
patients  unless  a  doctor  is  on  the  premises 


Checkups  on  the  run:  a  RediClinic  in  Houston. 

20%  of  the  time  or  at  least  15  hours  a  j 
week.  Hiring  a  part-time  doctor  adds  as 
much  as  $75,000  to  the  $325,000  or  so  a 
year  it  costs  the  company  to  run  each 
clinic.  The  company  has  already  bowed 
out  of  Manhattan,  where  it  had  to  contract 
with  a  doctor  to  hire  the  staff  for  outlets  in  i 
Times  Square  and  on  the  Upper  East  Side. 
"The  regulatory  structure  of  health  care 
makes  it  incredibly  difficult  to  innovate," 
Golinkin  says. 

Not  just  the  regulatory  structure,  the 
vested  interests.  Doctors,  not  enthusias- 
tic about  having  to  compete  with 
discounters,  see  a  scandal  in  the  fact  that 
a  third  of  patients  end  up  using  the  store 
pharmacy  after  a  visit  and  55%  spend 
money  on  over-the-counter  items.  The 
American  Medical  Association  called  for 
an  investigation  into  ties  between 
retailers  and  in-store  clinics  this  year 


after  Walgreens  bought  Take  Care 
Health,  a  RediClinic  rival,  for  an  esti- 
mated $100  million.  "If  the  motivating 
factor  is  to  provide  prescriptions,  then 
it's  a  conflict  of  interest,"  says  Dr.  Peter 
Carmel,  a  neurosurgeon  who  sits  on  the 
AMA's  board. 

Golinkin  has  long  tried  to  make 
health  care  information  more  accessible. 
His  work  producing  health  documen- 
taries in  the  1980s  evolved  into  a  cable 
channel  called  America's  Health  Net- 
work. He  sold  that  company  to  Fox 
Entertainment  Group  for  $135  million 
in  1999.  Two  years  later  he  joined  Redi- 
Clinic, then  known  as  InterFit.  The  tiny 
outfit  offered  workplace  health  screen- 
ings for  companies,  including  General 
Electric.  Occasionally  it  also  cut  deals  to 
provide  flu  shots  in  supermarkets.  When 
250,000  Wal-Mart  shoppers  in  one  day 
took  a  cholesterol  test 
offered  by  the  company 
in  2004,  Golinkin  decided 
to  change  the  company's 
business. 

There  are  other  players 
in  this  business,  with  550 
outlets  among  them.  Until 
recently  the  chains  were 
regional  and  didn't  cause 
trouble  for  one  another. 
That  is  changing.  When 
Walgreens  bought  Take 
Care  last  month,  it  booted  RediClinic  out 
of  16  Walgreens  in  the  Atlanta  area. 

Golinkin  wants  RediClinic  to  remain 
independent  of  drug  chains,  saying  it  can 
prosper  by  picking  the  best  markets  and 
stores  for  its  business.  New  services  are 
aimed  at  generating  repeat  business.  It 
offers  camp  physicals  for  kids  ($49),  ear- 
wax  removal  ($59)  and  a  four-visit  smok- 
ing cessation  program  ($128). 

Traffic  is  picking  up:  Each  of  its  clinics 
saw,  on  average,  20  sick  folks  a  day  in 
October,  an  increase  over  17  patients  a 
day  during  the  summer.  The  cost  of  each 
visit  averages  $60.  A  tie-in  with  Rite  Aid  is 
a  likely  outcome  since  the  5,000-store 
chain  is  the  only  national  drugstore  outfit 
that  doesn't  already  own  its  own  clinic 
company.  A  deal  like  that  could  finally  put 
RediClinic  within  reach  of  healthy 
returns.  F 
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Does  your  bank  think  small  about  your  small  business? 

pur  business  deserves  better  And  Capital  One  delivers  with  No  HassleSM  business  loans,  lines  of  credit,  credit  cards,  plus 
I  little  something  we  like  to  call  respect. To  find  out  how  we  can  help  your  business  or  for  more  information,  visit  us  at 


lapitalone.com/smallbusiness.  What's  in  your  wallet?® 
iter  intended  for  qualified  applicants  only.  ©2007  Capital  One  Services  Inc. 


Capital 


small  business 


SOLUTIONS 


4.2  million  batteries.  Dell  launched  an  internal  investigation 
into  accounting  practices,  which  uncovered  padding  of  prof- 
its by  midlevel  managers;  after  thcSecurities  8c  Exchange 
Commission  announced  its  own  investigation  the  company 
restated  its  books  to  erase  $92  million  in  net  income. 

In  late  January  Dell  booted  Kevin  Rollins,  his  chief  exec- 
utive since  2004,  and  James  Schneider,  his  chief  financial 
officer.  More  startling,  perhaps,  was  what  he  told  his  82,000 
employees:  "The  direct  model  has  been  a  revolution  but  is 
not  a  religion."  It  amounted  to  a  repudiation  of  the  gospel 
Dell  himself  wrote  years  ago,  a  business  built  on  dealing 
directly  with  customers  via  the  phone  and  Dell.com— 
brashly  cutting  out  all  retailers  and  wholesale  dealers.  For 
years  the  model  worked  brilliantly.  Since  going  public  in 
1988  Dell  has  seen  sales,  net  profit  and  share  price  all  climb 
at  compound  annual  rates  between  28%  and  33%. 

But  not  lately.  "The  old  model  ran  its  course,  now  its  time 
for  a  new  course,"  says  Dell.  At  42,  still  bearlike  and  buttoned- 
up,  he  looks  slightly  grizzled,  a  man  in  a  hurry.  In  barely  ten 
months  he  has  made  dramatic  changes,  emphasizing  flashier 
products  and  marketing,  new  Web  sites  to  handle  customer 


complaints  and  ideas  and  a  bigger  push  to  sell  value-added 
services.  There  has  even  been  a  handf  ul  of  acquisitions.  Dell  is 
slimming  down,  starting  to  cut  10%  of  its  workforce  on  every 
level,  a  move  that  could  save  $750  million  a  year,  says  Christo- 
pher Whitmore,  a  tech  analyst  at  Deutsche  Bank. 

Dell  has  put  in  place  a  new  squad  of  executives:  Mark  Jarvis, 
the  former  marketing  chief  at  Oracle,  known  for  running  its 
e-business  network,  to  redirect  sales,  marketing  and  advertis- 
ing; Ronald  G.  Garriques,  who  oversaw  the  development  of 
the  Razr,  to  tart  up  an  otherwise  pedestrian  line  of  products; 
Steven  Schuckenbrock,  former  president  of  EDS,  to  fortify  cor- 
porate services;  and  Michael  Cannon,  onetime  president  of 
components  maker  Solectron,  to  make  sense  of  1 1  factories 
and  hundreds  of  subcontractors  around  the  world. 

Still,  nothing  approaches  Dell's  radical  decision  to  move  L 
into  retail  sales.  "A  shock  only  to  the  extremists,"  he  says.  To  I 
moderates,  too:  In  six  months  Dell,  with  no  sales  from  any 
retail  stores,  has  placed  its  products  in  10,000  outlets  like 
Wal-Mart,  Staples,  and  chains  in  Japan,  China,  Russia  and  the  I 
U.K.  Dell  says  that  18  months  from  now  he  intends  to  have 
two  or  three  retail  partners  in  each  of  the  20  countries  with  the 


DELL'S  RISE  AND  STALL 


One  of  the  fastest-growing  companies  ever,  Dell  created  a  direct-sales  model  that  worked — until  it  didn't  anymore. 


Dell's  stock  price 
$100  (split  adjusted) 
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Total  revenue  (Sbil) 
$100 


1989  Dell  turns  a  ripe  old  24. 


1985  Dell's  Turbo  PC, 
running  at  8  MHz. 

1984 

Michael  Dell 
founds  the 
company. 


2001 

For  the  first  time 

Dell  ranks 
number  one  in 
global  market 
share. 


2007 

Michael  Dell 
returns  as  chief 
and  brings  on  a 
new  executive 
group. 
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1997 

Dell  ships  its 
10  millionth 
computer  system. 
Shares  are  up 
180%. 
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1988 

Dell  goes 
-  public,  offering 
3.5  million  shares 
at  $8.50  each. 


1990 

Dell  becomes  one 

of  the  top  25 
computer  makers 
worldwide. 
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Sources:  FT  Interactive  Data 
and  Reuters  Fundamentals 
via  FactSet  Research  Systems; 
Gartner. 
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Samsung  is  leading  the  way  in  mobile  communications  with  Mobile 
WiMAX,  a  next-generation  technology  designed  to  make  wireless 
broadband  services  as  ubiquitous  as  wireless  voice.  So  you  can  keep 
up  with  just  about  anything  while  on  the  go. 


highest  G-DP.  Reason:  The  consumer  market,  now  just  15%  of 
Dells  $60  billion  in  sales,  has  the  potential  to  expand  faster  than 
its  business  with  corporations  and  government  agencies.  (The 
company's  consumer  sales  in  the  U.S.  fell  26%  during  the  first 
six  months  of  2007  to  $2.7  billion.) 

To  jump-Start  consumer  sales,  Dell  has  designed  a  series 
of  new  machines  that  beg  a  second  look.  The  XPS  M 1 330,  which 
debuted  in  July,  is  an  ultrathin  laptop.  Its  crisp,  minimalist 
design,  energy-efficient  13.3-inch  screen,  snazzy  color  and  pow- 
erful processors  created  such  demand  that  Dell  couldn't  keep 
up  with  orders.  It  costs  $1,200  stripped  down,  or  $2,800  for  a 
pimped-out  version  with  flash  memory,  4  gigabytes  of  RAM 
and  a  top-notch  graphics  card. 

In  late  November  the  company  launched  its  new  flagship 
machine,  the  XPS  One.  This  desktop  comes  with  a  built-in 
television  tuner,  stereo  speakers,  a  digital  video  recorder,  Blu- 
ray  burner  and  a  DVD  player — all  its  innards  built  behind  a 
sleek  high-definition,  flat-panel  screen. 

Insiders  say  that  Michael  Dell  has  electrified  the  place  since 
coming  back.  Indeed,  there  are  changes  virtually  everywhere. 
But  are  they  enough  to  transform  the  company — or  merely  to 
reboot  it?  "We're  over  the  honeymoon  period  of  Michael  com- 
ing back,"  says  Charles  Smulders,  an  analyst  at  Gartner.  "Now 
we're  in  that  vacuum  waiting  for  what's  next." 

Second  acts  are  tough  in  the  tech  business.  For  every  Steve 
Jobs  there  are  plenty  of  less-than-auspicious  examples  of  founders 
who  try  to  revive  the  mess  that  was  once  their  glory — Ted  Waitt 
at  Gateway,  Jeffrey  Citron  at  Vonage,  Jerry  Yang  at  Yahoo.  It's 
far  too  early  to  render  a  verdict  on  Dell's  second  coming.  Clearly 
there  is  progress  on  a  lot  of  fronts — sexier  products,  new  sales 
outlets,  strength  in  servers  and  storage,  better  customer  serv- 
ice. But  market  share  is  still  slipping:  In  the  third  quarter,  Gart- 
ner estimates,  Dell's  slice  of  the  PC  world  shrank  to  14.4%, 
compared  with  18.8%  for  HP;  unit  sales  for  the  Round  Rock, 
Tex.  company  rose  a  puny  3.5%,  versus  33%  for  HP  and  58% 
for  Acer.  At  $27,  Dell  shares  haven't  budged  much  in  five  years. 
Of  course,  Michael  Dell  never  entirely  left  his  company  and 


shares  the  blame  for  what's  gone  awry  as  much  as  for  any 
triumphs  to  come.  He  refuses  to  critique  Rollins,  a  former 
consultant  for  Bain  &  Co.  and  doesn't  like  to  dwell  on  the  past. 
"Let's  suppose  you  had  a  business  you  could  grow  from  $30  bil- 
lion to  $60  billion  by  focusing  only  on  one  thing,"  he  says,  a  tad 
impatiently,  about  the  direct  sales  model.  "Then  you  do  that, 
until  you  can't  do  it  anymore." 

He  built  his  namesake  (recent  market  cap:  $60  billion)  and 
his  $17  billion  net  worth  by  putting  a  reliable,  if  dull  and  gray, 
personal  computer  on  one  in  three  desktops  in  America.  Corpo- 
rate customers  fit  Dell  perfectly.  IT  departments  tend  to  know  ex- 
actly the  machines  they  want,  buy  in  bulk  and  replace  old  Dells 
with  new  Dells.  But  growth  in  the  corporate  market  has  slowed 
to  6%.  Meanwhile,  consumer  demand,  increasingly  for  laptops 
rather  than  desktops,  is  strong.  Dell  is  adjusting:  Currently  38% 
of  its  unit  output  is  notebooks,  up  from  21%  in  2000. 

Dell  made  the  decision  to  replace  Rollins  as  he  saw  a  newly 
energized  HP — with  streamlined  production,  cool  new  offerings 
in  TVs,  cameras  and  handhelds,  and  1 10,000  retail  outlets — slash 
prices  and  snatch  away  Dell's  lead.  To  stay  competitive  Dell  had 
to  cut  prices,  taking  its  net  margin  from  6.8%  in  2005  to  4.6% 
in  2006;  net  income  went  from  $3.6  billion  to  $2.6  billion. 

The  problems  went  far  beyond  discounting.  Dell  was  late 
to  adopt  the  souped-up,  low-cost  chips  of  Advanced  Micro 
Devices,  missed  out  on  mobile  computing  and  failed  to  put  up 
any  new  products  or  applications  with  real  pizzazz.  No  iPod, 
no  iTunes,  no  iPhone. 

Dell  knew  he  needed  help,  and  turned  to  one  of  his  new 
board  members,  AG.  Lafley,  Procter  &  Gamble's  chief.  He  packed 
off  to  Cincinnati  and  spent  a  day  with  P&G's  marketing  guys, 
who  know  a  thing  or  two  about  how  to  sell  consumer  products 
to  different  customers  around  the  globe.  "We  were  doing 
everything  wrong,"  Dell  recalls.  Among  Dell's  new  hires  were 
Garriques,  brought  on  board  to  help  develop  new  gizmos  for 
multimedia-obsessed  consumers,  and  Jarvis,  who  could  sell  them 
"I  couldn't  pass  up  the  opportunity  to  remake  an  iconic  brand," 
says  Jarvis,  43,  a  skinny  Brit  with  a  huge  dollop  of  energy.  Or 
resist  playing  with  Dell's  $1  billion-a-year  advertising  budget. 


Mark  Jarvis  leads 
marketing; 
Ron  Garriques  is 
designing  sexier 
new  products. 


■  As  mobile  handsets  got  smaller,  Hutchison  Whampoa  (HWL)  grew  to  become  one 
of  the  world's  major  telecommunication  operators.  Hutchison  Whampoa  is  setting  the  pace  for  new 
generation  mobile  communications.  Its  3G  services  are  now  available  in  ten  markets,  spanning 
Europe  and  Asia  Pacific.  Telecommunications  are,  however,  just  part  of  an  even  bigger  picture.  HWL 
is  a  multinational  conglomerate  based  and  listed  in  Hong  Kong  with  shareholders  all  over  the  world, 
in  addition  to  telecommunications,  the  group  has  major  interests  in  ports  and  related  services; 
property  and  hotels;  retail;  and  energy  and  infrastructure.  Spanning  55  countries  with  over  220,000 
employees,  HWL's  global  reach  is  built  on  a  solid  financial  foundation.  Independent  surveys  regularly 
rank  HWL  among  the  premier  regional  investment  grade  companies  in  the  global  credit  markets. 
To  learn  more  about  HWL,  please  visit  www.hutchison-whampoa.com 


@)  Hutchison  Whampoa  Limited 


Sleek,  slim  and  powerful:  The  XPS 
One  debuted  in  late  November. 


Soon  after  assembling  his  new  gang  of  direct  reports — a  mere 
13,  compared  with  28  for  Rollins — Dell  decided  it  was  time  to 
hear  from  the  public,  knowing  full  well  that  he  would  get 
an  earful.  People  were  expressing  their  feelings  on  sites  like 
ihatedell.net  and  buzzmachine.com.  There  are  bound  to  be 
unhappy  campers  in  a  crowd  of  retail  customers — some  of  them 
rather  colorful.  One  fellow  claimed  a  self-combusting  laptop  set 
off  some  ammunition  and  destroyed  his  pickup.  A  lady  from 
Long  Island  filed  a  $50  million  legal  demand,  alleging  some- 
thing about  cannibalism. 

Dell's  new  forums,  direct2dell.com  and  ideastorm.com, 
were  created,  in  part,  to  counteract  the  sites  used  by  unhappy 
buyers  to  vent  their  anger.  (Dell  now  has  a  full-time  chief 
blogger,  Lionel  Menchaca,  and  has  blogs  in  Spanish  and  Chi- 
nese; Russian  and  Hindi  blogs  are  being  considered.)  But  the 
customer  sites  have  also  given  the  company  some  good  sug- 
gestions. Examples:  selling  solid-state  hard  drives  on  certain 
notebooks,  or  offering  laptops  preloaded  with  a  Linux  oper- 
ating system  called  Ubuntu.  ("Don't  get  distracted,"  says  Dell. 
"The  majority  of  customers  will  be  using  [Microsoft]  Vista  in 
2009  ")  Dell  has  invested  $150  million  to  upgrade  customer 
service.  It  added  several  hundred  agents  to  North  America, 
requiring  an  English  fluency  test  for  its  hires.  The  training 
already  incudes  a  course  on  handling  irascible  customers. 

How  are  Dells  most  recent  products  faring?  A  test  of  the 
new  retail  strategy  -and  the  drive  to  expand  the  $9  billion-a- 
year  consumer  business— will  come  this  holiday  season.  The 
company  is  pinning  big  hopes  on  the  XPS  One,  its  smart  (if  tardy) 


answer  to  the  elegant  LMac  desktop.  But  the  launch  got  off  to  a 
rocky  start.  To  Dell's  dismay,  pictures  and  schematics  of  the 
machine  were  leaked  in  October  on  the  Web  site  of  the  Federal 
Communications  Commission  and  then  shot  throughout 
cyberspace.  Why  the  FCC?  Because  the  XPS  One,  made  by  Asustek 
of  Taiwan,  has  a  built-in  television  receiver  that  makes  it  as  easy 
to  watch  and  record  cable  TV  as  to  surf  the  Web  and  download 
videos  from  YouTube — finally  delivering  on  the  long-awaited 
prophecy  of  TV-PC-Internet  convergence.  Isn't  this  just  the  thing 
to  draw  attention  in  a  Best  Buy  aisle?  Curiously,  Americans  will 
still  have  to  buy  the  XPS  One  by  mail — or  shop  for  it  in  Japan's 
Bic  Camera  or  China's  Gome  stores. 

No  new  product  ever  takes  off  flawlessly.  Think  of  the  exas- 
perated buyers  who  tried  to  hook  up  to  AT&T's  network  with 
the  first  iPhones — and  their  rage  after  Apple  trimmed  the  price 
by  $200.  Still,  Dell  hopes  to  avoid  the  mistakes  that  plagued  the 
introduction  of  its  very  popular  XPS  Ml 330  laptop  during  the 
summer.  "They  didn't  understand  how  much  demand  they  would 
create  with  this  new  product,"  says  John  Spooner,  an  analyst  with 
Technology  Business  Research  of  Hampton,  N.H.  The  problem 
was  a  shortage  of  parts.  Glass  for  screens,  LED  components,  graph- 
ics cards,  even  particular'colors  proved  tough  to  get  at  the  right 
moments.  While  the  Ml 330  was  unwrapped  June  26,  the  first 
units  didn't  get  shipped  until  July  19.  Complaints  about  delays 
cascaded  onto  direct2dell.com  in  August.  "Dell  decided  to  use 
the  customers  as  lab  rats,"  groused  "Jen."  Added  "Roma":  "Good 
thing  my  work  is  paying  for  this.  I'll  never  buy  another  Dell." 
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BUSINESS.  FROM  THE  INSIDE  OUT. 


Company  executives  apologized  repeatedly. 
"Maybe  we  could  have  launched  two  col- 
ors, then  done  red  for  Christmas,"  muses 
Michael  Tatelman,  the  new  senior  vice 
president  of  consumer  sales.  Michael  Dell 
takes  a  philosophic  view.  "If  you  don't  sell 
very  many,  you  never  have  those  problems," 
he  says.  "Fortunately  we  had  a  condition 
of  too  much  demand." 

Caught  off  guard  by  the  parts  short- 
ages, Mike  Cannon  convened  a  supply 
council  with  Dells  global  sales  chiefs 
to  tackle  the  problem  of  predicting  de- 
mand. Armed  with  reasonable  estimates, 
Cannon  says,  his  operations  center  in 
Singapore  can  smoothly  integrate  product 
design,  parts  supplies,  manufacturing  and 
technical  support. 

Dell's  fastest-growing  businesses— sell- 
ing $8.7  billion  a  year  of  servers  and  stor- 
age— are  picking  up  steam.  The  company 
can  thank  Microsoft's  Vista  operating  sys- 
tem. Now  millions  of  companies  will 
order  new,  more  powerful  PCs  and,  with 
them,  storage  devices  and  servers.  Gartner 
estimates  this  corporate  upgrade  cycle 
will  help  boost  computer  demand  World- 
wide PC  sales  grew  14.4%  in  the  third  quar- 
ter. Big  Dell  customers  like  Askcom  are 
signing  up  for  new  networks  outfitted  with 
bare-bones  "blade"  servers — so  called 

because  they  they  can  be  inserted  and  re-  Cradle-to-grave 

service:  Steve 

moved  as  easily  as  knives  into  kitchen     c  .    .    .  . 

1  Schuckenbrock. 

blocks.  Since  they  come  with  a  smaller 
power  supply  and  fewer  cooling  fans,  these  servers  are  more  likely 
to  overheat  and  trip  offline,  but  they  use  30%  less  energy  than 
standard  models.  To  improve  its  lineup  of  data-storage  periph- 
erals, Dell  acquired  EqualLogic  for  $1.4  billion  in  November. 

Dell  is  putting  renewed  oomph  into  support  services.  Like 
the  consumer  business,  it's  potentially  a  quickly  growing  unit, 
bringing  in  $6  billion  a  year  from  60  million  contracts  in  180 
countries.  The  task  falls  to  Steve  Schuckenbrock,  Dell's  new  chief 
information  officer.  As  a  longtime  customer  of  Dell's  hardware 
and  competitor  in  IT  services  while  at  EDS,  Schuckenbrock 
insists  he  knows  how  to  help  the  division.  He  recalls  a  dinner 
conversation  with  Michael  Dell  a  decade  ago.  "I  said  to  him, 
'You  know  the  configuration  and  the  software  on  all  those  ma- 
chines. What  do  you  do  with  this?  Nothing.  Instead,  why  not 
have  customers  call  Dell  every  time  they  need  to  do  something 
with  the  machines?  Dell  could  update  them,  maintain  them, 
until  they  go  away.'"  In  other  words,  turn  every  computer  into 
an  annuity  stream  for  Dell— a  cradle-to-grave  policy. 

The  company  already  has  an  army  at  its  disposal:  10,000 
service  technicians  and  15,000  sales  reps  in  25  call  centers 
worldwide.  In  the  past  year  its  popular  service  DellConnect 


has  handled  9  million  sessions  in  which 
technicians  remotely  access  customers' 
machines  to  fix  bugs,  kill  viruses  or  make 
updates.  And  soon  it  will  begin  using 
software  from  the  recently  acquired  Sil- 
verBack  Technologies  and  Everdream  to 
monitor  the  vital  signs  of  Dell  hardware 
on  corporate  networks.  If  an  important 
server  fails,  Dell  technicians  (often 
Unisys  employees  under  contract)  can 
have  it  replaced  in  less  than  four  hours. 

Dell  treats  its  largest  customers  very 
well,  indeed.  If  a  traveling  Boeing  execu- 
tive, for  example,  spills  a  soda  on  his  lap- 
top while  in  Shanghai,  Dell  can  deliver  a 
replacement  to  him  the  next  day,  loaded 
with  all  his  applications,  passwords  and 
network  protocols  (average  annual  cost: 
$75  per  employee).  A  hardware  catastro- 
phe called  into  Dell  shows  up  on  a  map 
projected  onto  the  30-foot-long  video 
screen  that  dominates  the  dimly  lit  mis- 
sion control  center  in  Round  Rock — Dell 
has  five  such  setups.  Fifty  highly  trained 
reps,  sitting  in  banks  facing  the  big  screen, 
handle  critical  tech-support  emergencies. 
TVs  flanking  the  main  screen  are  set  to 
CNN  and  the  Weather  Channel.  Last 
spring  a  tornado  in  Georgia  wiped  out  the 
primary  and  backup  data  centers  at  Sumter 
Regional  Hospital  in  South  Carolina.  In 
three  days  Dell  and  EMC  technicians 
rebuilt  the  hospital's  storage  area  network 
in  a  nearby  high  school  gym.  To  answer 
such  distress  signals,  Dell  service  techies 
can  call  on  400  parts  caches  the  company  has  stashed  around 
the  world.  Two  years  ago,  in  advance  of  a  transit  strike  in  New 
York  City,  Dell  built  up  stores  of  replacement  parts,  rented  Mid- 
town  hotel  rooms  and  relied  on  helicopters  and  bike  messen- 
gers to  get  parts  to  customers. 

So  much  for  preserving  data.  On  the  drawing  board,  says 
Schuckenbrock,  is  a  suicide  chip  that  can  be  installed  in  a  lap- 
top and  triggered  remotely  to  erase  the  hard  drive  if  it  is  stolen. 

What's  next?  With  $13  billion  in  cash  and  equivalents  on 
the  Dell  balance  sheet,  a  stock  buyback  is  likely.  Michael  Dell 
says  that  another  acquisition  is  possible.  Maybe  Asustek, 
which  is  building  the  XPS  One,  or  perhaps  its  Taiwanese  rival, 
Quanta  Computer.  Dell  and  Quanta  are  rumored  to  be  cook- 
ing up  a  smart  phone  together,  the  first  real  production  from 
Ron  Garriques  and  company.  It  would  likely  include  video,  an 
MP3  player  and  Internet  access  and  be  unleashed  on  the  world 
early  next  year.  Officially,  there's  no  comment  on  this  product. 

Keep  your  eye  on  the  phone,  the  XPS  line  and  the  upcom- 
ing Latitude  XT,  Dell's  first  stab  at  a  tablet  PC.  The  company  has 
a  lot  riding  on  these  new  consumer  products.  So  does  the  rep- 
utation of  the  Comeback  Kid  F 
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Bv  Dennis  Wamsted 

Graphically,  the  U.S.  Census  Bureau's  population  clock  leaves  a  lot  to  be  desired, 
but  it  tells  an  impressive  story  nonetheless:  Roughly  every  1 1  seconds, 
another  person  is  added  to  the  rolls  in  the  United  States. 
That  means  about  7,850  people  are  added  to  the 
national  total  every  day,  day  after  day. 


Perhaps  the  most  important  thing  we  delive 
doesn't  arrive  in  our  freight  cars. 

Our  low-emission  locomotives  help  improve  air  quality  and  drastically  reduce  fuel  consumption. 
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Those  numbers  add  up,  and  quickly. 

Having  just  topped  300  million  people  in  mid-2006, 
there  are  now  well  over  303  million  people  in  the  U.S. 
And,  according  to  Census  Bureau  estimates,  the  total 
could  top  400  million  before  2045. 

This  upward  march  has  major  implications  for  the 
U.S.  energy  industry,  since  every  additional  person 
puts  new  demands  on  the  system,  requiring  electric- 
ity and  natural  gas  to  operate  the  lights  and  provide 
the  heat  in  their  homes  and  businesses,  and  gasoline 
and  other  liquid  fuels  to  get  from  one  to  the  other. 


Planning  Today 
For  Tomorrow's 
Energy  Future 

The  U.S.  Energy  Information  Admin- 
istrations (EIA)  forecasts  do  not  stretch 
quite  as  far  into  the  future,  but  its  latest 
estimates,  which  run  through  2030,  clearly 
reflect  these  population  figures.  According 
to  the  EIA,  the  independent  statistical  arm 
of  the  Department  of  Energy  (DOE): 

•  Total  energy  demand  will  climb  3 1  %  by 
2030,  rising  from  just  over  100 
quadrillion  British  thermal  units  a  year 
in  2005  (the  starting  point  for  the  fore- 
cast) to  131  quads; 

•  Electricity  sales  will  jump  41%,  from 
3,660  billion  kilowatt-hours  (kWh) 
in  2005  to  5,168  billion  kWh  in 
2030; and 

•  Crude  oil  use  will  rise  29%,  from 
20.75  million  barrels  per  day  (mbd)  in 
2005  to  26.95  mbd  in  2030. 


These  numbers  are  significant  and 
require  executives  in  every  sector  of  the 
energy  industry  to  be  planning  now  —  or 
risk  being  unable  to  meet  the  demands  of 
the  nation's  rising  population  and  under- 
cutting the  economic  engine  that  is  the 
marvel  of  the  entire  world. 

Successful  planning  requires  a  willingness 
to  deal  with  reality,  and  the  reality  in  the 
U.S.  electricity  sector  is  that  meeting  this 
expected  demand  simply  will  be  impossible 
without  the  coal  industry.  To  be  sure,  the 
size  of  the  anticipated  increase  means  that 
no  resource  can  be  overlooked  —  and  the 
EIA  expects  substantial  increases  in  output 
across  the  board,  with  the  nuclear,  natural 
gas,  hydro  and  renewable  sectors  all  pegged 
to  boost  production  through  2030. 

Still,  it  is  the  coal  sector  that  carries  the 
load.  Coal-fueled  plants  generated  1,956 
billion  kWh  of  electricity  in  2005  and 
accounted  for  roughly  50%  of  the  nation's 
total  output,  according  to  the  EIA.  By 


2030,  the  statistical  agency  expects  coal! 
role  in  the  electricity  sector  to  be  eve| 
more  pronounced,  generating  3,191  bil 
lion  kWh  of  electricity  and  accounting  fo 
57%  of  the  nation's  overall  output. 

To  produce  this  extra  electricity  is  goin; 
to  require  a  substantial  number  of  nev 
generating  plants:  The  EIA  estimates  tha 
292  gigawatts  (GW)  of  new  capacity  mus 
be  built  by  2030  to  meet  this  growin 
demand  and  to  replace  units  that  will  b 
retired  because  of  age  or  inefficiency.  O 
this  total,  the  agency  expects  156  GW  wil 
be  coal-fueled,  or  about  53%  of  the  total 
Gas-fired  units  are  expected  to  account  fo 
36%  of  the  new  capacity,  or  roughly  1 05  G^OC 
Nuclear  and  renewables  are  expected  t< 
account  for  most  of  the  remainder,  witl 
the  EIA  forecasting  an  increase  of  just  ove 
12  GW  on  the  nuclear  side  and  just  unde 
12  GW  for  the  renewables  industry. 

Coal's  Clean  Story 

The  realization  that  coal  will  play  such 
major  role  in  meeting  the  nation's  futur 
energy  needs  may  conjure  up  outdate< 
images  for  some.  But  the  reality  of  today 
coal  industry  is  much  different  fron 
what  its  critics  contend,  according  to  Jin 
Roberts,  president  and  chief  executiv 
officer  of  Foundation  Coal,  the  nation 
fourth-largest  coal  producer,  and  th 
current  chairman  of  the  National  Minin 
Association,  the  industry's  Washington 
D.C.-based  lobbying  group. 

The  industry  simply  must  "change  th 
public's  perception  of  the  coal  industry, 
he  says.  The  environmental  communit 
has  been  allowed  for  too  long  to  set  th 
agenda  both  in  Washington  and  across  th 
U.S.  But  he  says  the  industry  is  Iaunchin 
a  major  new  campaign  this  fall  to  tell  it 
side  of  the  story. 
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The  reality  is  that  coal  has  a  clean  success 
story  to  tell.  Emissions  of  sulfur  dioxide 
bi!  [(SO^,  nitrogen  oxides  (NOx)  and  particu- 
■    lates  have  dropped  40%  in  the  past  25  years, 
even  while  coal  consumption  has  climbed 
75%-  And  further  reductions  are  in  the  off- 
ing. While  it  expects  coal-fueled  electricity 
production  to  climb  sharply  by  2030,  the 
nu  EIA  estimates  that: 
owii  r 

•  S02  emissions  will  fall  to  3.6  million 
tons  from  10.2  million  tons  in  2005; 
I  wl  •  NOx  emissions  will  drop  to  2.3  mil- 
lion tons  from  3.6  million  tons;  and 
Mercury  emissions,  newly  regulated, 
will  plummet  from  51.2  tons  in 
2005  to  15.5  tons. 

The  coal  and  electric  utility  industries 
are  hard  at  work  seeking  to  further 
mprove  on  this  clean  energy  story, 
particular,  the  two  industries  are 
■i  cooperating  with  the  DOE  on  a  massive 
$1.4  billion  development  effort,  dubbed 
FutureGen,  to  build  a  commercial- 
scale,  near-zero-emissions,  coal-fueled 
power  plant. 

The    275-megawatt    test  facility, 
which  will  be  built  around  an  inte 
grated  gasification  combined 
cycle  unit,  has  a  number  of 
aggressive  targets,  including: 


•  Capturing  and  seques- 
tering more  dian  90% 
of  the  unit's  carbon 
dioxide  (COz)  emis- 
sions, the  most  abun- 
dant of  the  so-called 
greenhouse  gases  that 
have  sparked  concern 
about  potential  global 
warming; 


•  Removing  more  than  99%  of  its 
S02  output; 

•  Cutting  NOx  emissions  to  less  than 
0.05  pounds  per  million  British  thermal 
units  (lb/mmBtu); 

•  Reducing  particulate  releases  to  less 
than  0.005  lb/mmBtu; 

•  Eliminating  more  than  90%  of  the 
plant's  mercury  emissions;  and 

•  Posting  an  availability  factor  of  more 
than  85%. 

Under  the  current  schedule,  a  final  site 
for  the  plant  should  be  picked  by  year's 
end,  and  groundbreaking  is  slated  for 
2009.  The  facility  is  set  to  begin  initial 
operations  in  2012,  with  four  years  of 
in-depth  testing  to  follow  to  prove  the 
technology's  commercial  viability. 

At  the  same  time,  the  DOE  is  also 
working  hard  to  demonstrate  the  feasibility 
of  sequestering  large,  power-plant  size 
quantities  of  COz  in  underground  storage 
areas.  Toward  that  end,  earlier  this  fall,  the 
department  selected  three  projects,  with  a 


Successful 

planning  requires  a 
willingness  to  deal  with 
reality,  and  the  reality  in  the  U.S. 
electricity  sector  is  that  meeting 
this  expected  demand  simply 
will  be  impossible  without 
the  coal  industry. 


total  estimated  value  of  $318  million,  that 
will  study  the  impact  of  high-volume 
underground  COz  injections  (more  than  1 
million  tons)  over  the  next  10  years. 

There  are  still  many  hurdles  to  clear, 
but  participants  in  these  research  efforts 
are  confident  that  before  2020  they  will 
be  able  to  bring  a  near-zero-emissions, 
coal-fueled  power  plant  to  the  market. 
The  success  of  these  development  efforts 
should  go  a  long  way  toward  quieting 
the  coal  industry's  environmental  critics 
and  ensuring  that  coal  remains  a  viable 
option  in  a  carbon-constrained  world. 

Coal:  A  Domestic 
Resource 

While  the  industry  has  had  to  work  on 
making  coal  cleaner,  one  thing  it  never  has 
had  to  worry  about  is  whether  there  is 
enough   coal   to  support  expected 
demand.  There  is,  in  a  word,  plenty. 
U.S.  government  estimates  put 
the  total  amount  of  recoverable 
coal  reserves  at  more  than 
267  billion  short  tons  —  or 
enough  to  meet  current 
demand  for  the  next  240 
years  or  so.  Looked  at 
from  another  perspective, 
coal  accounts  for  95%  of 
the  nation's  total  fossil  fuel 
reserves,  while  oil  and  natu- 
ral gas  together  account  for 
just  5%. 


7 


CLEAN 


Coal  Handling 

Technology 


What's  the  future  of  clean 
coal  handling  technology? 

Ask  Martin  Engineering. 

We  are  pioneering  the 

first  global  facility  dedicated 

to  testing  and  research. 

Opening  April  2008. 
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These  abundant  supplies  have  helped 
to  keep  coal's  costs  low  and  relatively  stable. 
Coal  prices  have  hovered  between  $16 
and  $20  per  ton  at  the  mine  for  much  of 
the  last  decade,  while  prices  for  crude 
and  natural  gas  prices  have  been  extremely 
volatile  and,  certainly  recently,  relatively 
high.  The  disparity  in  fuel  price  costs  is 
expected  to  continue,  with  the  EIA  esti- 
mating that  overall  coal  costs  will  average 
about  $1.15  per  mmBtu  at  the  mine 
through  2030,  while  natural  gas  costs  are 
not  expected  to  fall  below  $5.46  per 
mmBtu  during  the  forecast  period,  and 
oil  prices  are  expected  to  remain  well 
above  $6  per  mmBtu. 

Coal:  A  Liquid 
Fuel  Too 

Coal  is  not  just  a  power-plant  fuel  any- 
more. In  fact,  one  of  the  most  intriguing 
potential  uses  for  coal  is  as  a  liquid  fuel. 

While  commercial-scale  coal  to  liquids 
(CTL)  plants  are  new  to  the  U.S.,  the 
technology  to  liquefy  coal  has  been 
around  for  a  long  time.  It  was  devel- 
oped in  the   1920s  by  German 
researchers  Franz  Fischer  and 
Hans  Tropsch  and  is  now  being 
used    extensively    in  South 
Africa,  which  currently  pro- 
duces 160,000  barrels  per  day 
of  liquid  fuels  and  chemicals 
from  the  country's  coal  and 
natural  gas  reserves. 

High  crude  prices  are  driving 
the  U.S.  interest  in  CTLs:  The 
average    price    of  West  Texas 
Intermediate,  the  marker  U.S.  crude 
oil,  shot  through  the  $40-per-barrel 
mark  back  in  2004  and  has  been  well  over 
$55  per  barrel  since  2005.  For  the  current 
year,  the  EIA  expects  to  average  almost  $69 


per  barrel,  and  the  agency  anticipates  th< 
average  will  top  $73  per  barrel  in  2008 
Just  as  important,  it  expects  average  price, 
to  remain  above  $50  per  barrel  for  tht 
duration  of  its  forecast. 

At  those  predicted  prices,  coal  lique 
faction  begins  to  make  a  lot  of  sense  — 
since  current  industry  estimates  put  th 
CTL  break-even  cost  at  between  $30  anc 
$50  a  barrel. 

These  numbers  have  not  gone  unno 
ticed  by  the  EIA,  which  now  anticipate 
that  CTL  plants  will  be  producing  at 
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Martin  Engineering  is  proud  to  be  a 
Champion  Sponsor  and  active  board 
participant  of  the  American  Coal  Council. 
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Can  coal-Bred  power  plants  be  cleaner? 

Ask  Martin  Engineering. 

The  global  leader  in  clean  coal  handling 

from  mine  to  furnace,  we  control  dust  and  spillage  from 
conveyors,  helping  "keep  it  clean"  for  over  60  years. 

www.martin-eng.com/cleancoalhandling 
1-800-958-1429 
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estimated  440,000  barrels  of  product  daily 
by  2030,  with  most  of  that  new  capacity 
expected  to  come  on  line  after  2020.  Just 
two  years  ago,  by  contrast,  the  EIA  did  not 
expect  any  CTL  capacity  to  be  built. 

Should  prices  remain  at  their  current 
levels,  the  expected  CTL  output  would 
almost  certainly  go  up  even  further.  In  its 
high-price  scenario  —  in  which  crude 
prices  never  fall  below  $60  per  barrel  and 
rise  steadily  toward  $100  per  barrel  in 
2005  dollars  —  the  EIA  anticipates  that 
CTL  output  will  hit  1 .6  million  barrels  per 
day  by  2030. 

Whatever  the  exact  number  turns  out  to 
be,  it  will  not  just  be  the  coal  industry  that 
benefits.  The  entire  country  wins,  since 
every  barrel  of  liquid  fuel  produced  in  the 
U.S.  is  one  less  barrel  that  needs  to  be 


imported.  The  U.S.  already  imports 
roughly  60%  of  its  crude  oil  needs,  and  the 
EIA  expects  that  total  to  climb  to  66%  by 
2030,  even  with  the  forecast  increase  in 
CTL  output.  Those  imports  cost  the  coun- 
try more  than  $236  billion  in  2005,  and 
the  total  cost  is  expected  to  top  $300  bil- 
lion (in  2005  dollars)  by  2030. 

Beyond  the  cost,  roughly  37%  of  the 
additional  imports  needed  to  meet  the 
growing  U.S.  demand  are  expected  to 
come  from  members  of  the  Organization 
of  Petroleum  Exporting  Countries,  a 
group  not  known  for  being  overly  con- 
cerned with  the  U.S.'s  best  interests. 

At  a  time  of  rising  concerns  about  the 
stability  of  overseas  producers  and  increas- 
ing competition  for  supplies  from  the 
booming   Asian    economies  (notably 
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China  and  India),  every  barrel  of  liqui 
fuel  produced  domestically  is  a  bonus. 

Coal's  New  Reality 

The  reality  of  the  coal  industry  is  muc 
different  from  what  most  people  thin! 
It  is  increasingly  clean,  extremely  cosi 
competitive  and  domestically  producec 
That  the  public  doesn't  know  this  stoc 
means  that  the  industry  has  to  do  a  betto 
job  of  informing  people  of  the  importanc 
of  coal  to  America's  energy  supply,  th 
economy  and  individual  consumers  c 
electricity,  says  Foundation  Coal's  Robert  I 
But  that,  he  is  determined,  is  goinl 
to  change.  ! 
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How  do  you  say  "irrational  exuberance"  in  Chinese?  |  By  Gady  A.  Epstein 


WO  YEARS  AGO  INVESTORS 
had  no  use  for  Jilin  Aodong 
Medicine  Industry  Group 
or  the  Liaoning  Cheng  Da 
Co.,   two   of  the  many 
clunker  state-owned  companies  with 
publicly  traded  shares.  The  shares 
change  hands  on  the  Shenzhen  and 
Shanghai  exchanges,  respectively. 

Since  then  the  stated  core  businesses 
of  both  companies  have  stagnated  and 
Chinas  securities  regulator  has  impli- 
cated Jilin  Aodong  in  an  insider  trad- 
ing investigation.  In  a  normal  market 
that  would  scare  buyers  away 

Chinas  markets  are  anything  but 
normal.  Both  Jilin  Aodong  and 
Liaoning  Cheng  Da  shares  have  risen 
750%  in  the  last  year,  and  their  stock 
charts  look  like  copies  of  each  other 
despite  the  fact  that  one  is  a  drug- 
maker  and  the  other  is  ostensibly  in 
the  fabrics  trade. 

Their  trick?  They  are  playing  the 
stock  market  themselves,  and  the 
stock  market  is  playing  them.  Each 
has  a  big  stake  in  a  Guangdong  bro- 
kerage, Guangfa  Securities  Co.,  whose 
investment  profits,  flowed  through  to 
the  Aodong  and  Cheng  Da  profit- 
and-loss  statements,  were  responsible 
for  96%  of  Jilin  Aodong's  first-half 
earnings  of  $132  million  and  90%  of 
Liaoning  Cheng  Da's  first-half  earn- 
ings of  $141  million. 

Guangfa  Securities,  unlisted  but 
one  of  China's  largest  brokerages,  in 
turn  benefits  from  the  run-ups  in  the 
share  prices  of  the  two  companies 
that  own  stakes  in  it.  Guangfa  is  the 
third-largest  shareholder  of  Jilin 
Aodong  and,  through  an  employee- 
owned  affiliate,  the  second-largest 
investor  in  Liaoning  Cheng  Da.  The 
affiliate  sold  a  piece  of  its  stake  in 
Cheng  Da  this  summer,  booking  a 
tidy  profit.  Not  even  the  July  arrest  of 
Guangfa's  ex-president  on  suspicion 
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Kil  Market 


of  insider  trading  in  the  same  investiga- 
tion that  ensnared  Jilin  Aodong  could 
dampen  investor  enthusiasm.  Both  com- 
panies' profits  and  shares  continued  to 
perform  strongly  in  the  third  quarter. 

"You  can  say  there  is  a  relevant  risk- 
relevant.  But  if  you  say  'big  risk,'  that's  def- 
initely not  appropriate,"  says  a  representa- 
tive at  Liaoning  Cheng  Da's  Dalian 
headquarters,  Yu  Zhanyang.  Asked  about 
the  company's  textiles  business  contribut- 


Hong  Kong  and  abroad,  but  not  to  the 
same  degree. 

Circular  ownership— with  the  poten- 
tial for  a  pair  of  companies  to  prop  up 
each  other's  share  price  and  earnings— is 
not  at  all  uncommon.  "They  actually  sup- 
port each  other  and  increase  the  stock 
price.  More  and  more  companies  are  like 
this,  particularly  the  big  companies,"  says 
Xu  Xianghua,  a  branch  manager  for  First 
Capital  Securities  in  Beijing. 


Hmmm  ...  What  Is  the  Connection?  

Two  state-owned  companies,  one  in  pharma  and  one  in  fabrics,  have  risen  in  synch 
in  China's  bull  market.  Turns  out  both  have  big  cross-ownerships  with  a  brokerage. 


$12  stock  price 
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Jilin  Aodong  Medicine  Industry  Groups 


Source:  IDC/Exshare  via  FactSet  Research  Systems. 
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ing  little  to  the  net,  he  replies,  "We  will 
make  some  changes  to  our  core  business 
by  the  end  of  this  year,  but  I  cannot  dis- 
close them  right  now." 

At  Jilin  Aodong  a  man  who  declines  to 
give  his  name  says  pharmaceuticals 
remain  the  core  business  but  that  the  bull 
market  just  shows  how  smart  the  company 
was  to  increase  its  stake  in  the  securities 
business.  Guangfa  declines  comment. 

The  U.S.  used  to  have  absurdities  like 
this — companies  in  effect  declaring  a 
profit  from  the  rise  in  their  own  share 
prices.  In  the  1920s,  that  is. 

Fast-forward  to  Shanghai  and  the 
roaring  2000s.  In  two  years  the  Shanghai 
Composite  Index  has  quintupled  and  the 
Shenzhen  Component  Index  has  more 
than  sextupled.  Now  China's  combined 
market  of  1,500  companies  with  A  shares 
(the  primary  kind  available  on  the  main- 
land) is  trading  at  40  times  earnings.  Chi- 
nese companies'  shares  also  have  soared  in 


Trading  largely  in  obscurity  and  isola- 
tion for  most  of  its  17-year  existence,  the 
Chinese  stock  market  has  drawn  the 
world's  attention  this  year  by  helping 
create  some  of  the  world  s  richest  compa- 
nies. PetroChina,  China's  largest  oil  pro- 
ducer, was  briefly  worth  $1  trillion,  dou- 
ble ExxonMobil's  market  value. 

Outsiders  take  the  valuations  with  a 
grain  of  salt.  PetroChina  may  be  the 
world's  most  richly  valued  company,  and 
Industrial  &  Commercial  Bank  of  China 
may  be  the  world's  most  richly  valued 
bank,  but  only  1.6%  of  PetroChina's  out- 
standing shares  and  3.6%  of  ICBC's  are 
trading  on  the  Shanghai  exchange.  On 
the  New  York  and  Hong  Kong  exchanges, 
where  PetroChina  can  be  had,  the 
implied  market  capitalizations  are  not 
nearly  as  great. 

Chinese  investors  inhabit  a  bizarre 
universe  in  which  moneylosing  compa- 
nies can  keep  increasing  in  value,  mining 


companies  can  be  worth  more  than  all  the 
reserves  they  have  to  mine,  and  buyers 
stubbornly  ignore  trading  scandals  and 
government  warnings  about  overvalued 
shares.  For  now,  the  masses  are  pleased. 
Says  Edmond  Huang,  a  China  strategist  in 
Shanghai  for  UBS:  "The  high-end  restau- 
rants are  full  of  people,  taxis  are  difficult 
to  find.  People  are  happy,  talking  about 
making  how  much  money  from  the  mar- 
ket. It's  too  good  to  be  true." 

Government  authorities  have 
tried  to  dampen  demand  by  increas- 
ing the  tax  on  transactions,  raising 
interest  rates,  floating  more  blue- 
chip  offerings  to  soak  up  money  and 
admonishing  investors  about  the 
risks  of  an  overheated  market. 
"Their  objective  is  to  try  to  soft-land 
the  market,"  says  Huang.  "It'll  be 
interesting  to  see  whether  they  can 
do  it." 

But  as  the  largest  shareholder  in 
many  of  the  frothy  companies  traded 
on  the  exchanges,  the  government  has 
mixed  motives.  It  is  not  uncommon  for 
the  government  to  inject  assets  into 
companies,  changing  their  effective 
value  overnight,  says  Peter  L.  Alexan- 
der, principal  of  Z-Ben  Advisors  in 
Shanghai.  "No  one  knows  what  the  P/E 
on  the  market  is  because  no  one  knows 
what  the  real  E  is,"  he  says.  "A  lot  of  analysts 
outside  of  China  have  been  stating  that  the 
Chinese  market  has  been  overvalued  since 
January,  so  their  credibility  is  certainly  being 
called  into  question.  Nobody  right  now,  and 
I  mean  even  the  smartest  guys  in  Hong  Kong, 
knows  what's  happening  up  here." 

A  complex  interplay  of  state  policy, 
opaque  dealmaking,  questionable 
accounting,  insider  trading,  mergers  and 
acquisitions,  interlocking  holdings  and 
rampant  rumors  have  fueled  the  boom. 

The  most  important  factor  by  far  in 
high  valuations  is  public  policy.  State- 
owned  companies  release  only  a  small  frac- 
tion of  their  shares  to  the  market.  Stringent 
capital  controls  keep  most  Chinese  cur- 
rency in  the  country,  leaving  investors  very 
few  places  to  put  their  money.  With  Chi- 
nese banks  offering  negative  returns — 
interest  rates  lagging  inflation — and  prop- 
erty prices  already  sky-high  in  big  cities, 
Chinese  stocks  win  by  default. 
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he  2007  World  Airline  Awards  voted  Air  Canada  North 
America's  best  airline.  For  some  of  the  judges,  it  may  have 
been  the  friendly  and  efficient  staff  that  swayed  them  in 
our  favor.  For  others,  the  easy  booking  options  and  our 
nnovative  in-flight  entertainment.  Whatever  the  reason, 
look  forward  to  living  up  to  the  honor.  But  in  the  end, 
re  the  only  judge  that  will  matter  and  we  invite  you  to 
over  how  it  feels  to  fly  with  the  best. 
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Bull  Market 


The  state  helped  start  the  winning 
streak  in  the  summer  of  2005  by  declaring 
that  it  would  not  suddenly  dump  large 
blocks  of  its  own  shares  on  the  market.  After 
four  years  of  steadily  declining  share  prices 
in  an  economy  that  was  growing  at  10%  a 
year,  this  one  change  in  policy  unleashed  a 
huge  amount  of  pent-up  demand. 

What  makes  a  company  hot  on  the 
mainland  exchanges? 

•  Being  in  a  popular  sector.  Zhongjin 
Gold's  share  price  is  up  15  times  since  the 
beginning  of  2005,  and  its  current  $3.8  bil- 
lion market  value  now  exceeds  the  total  value 
of  its  reserves.  In  the  West,  a  gold  mine  is 
worth  more  like  25%  of  its  reserves. 

•  Claiming  a  big  contract.  "Companies 
do  things  like  announce  huge  contracts  with 
provincial  governments,  or  they  claim  to 
have  technology  that  is  really  avant-garde," 
says  James  L.  McGregor,  whose  JL  McGre- 
gor &  Co.  in  Beijing  researches  for  hedge 
funds  and  other  clients.  "One  of  the  things 
my  company  does  is  go  and  check  this  stuff 
out.  Its  amazing  how  much  stuff  companies 
make  up  out  of  whole  cloth." 

•  Making  itself  available  as  a  publicly 
traded  shell  into  which  a  legitimate  outfit 


"It's  amazing  how  much  stuff  companies 
make  up  out  of  whole  cloth." 


can  merge.  Cangzhou  Chemical  Indus- 
trial Co.,  a  debt-laden  company  in  Hebei 
Province,  has  had  an  awful  year,  losing 
money  and  shutting  down  operations. 
Still,  its  share  price  has  more  than  dou- 
bled to  67  cents  this  year.  Such  moribund 
enterprises  are  ripe  for  a  backdoor  listing 
in  China,  where  red  tape  and  politics  can 
make  it  difficult  for  companies  to  get 
listed  through  the  front  door. 

•  Trading  the  scarce  A  shares  of  other 
listed  companies  and  booking  a  profit.  For 
nonfinancial  firms,  40%  of  earnings  growth 
and  21%  of  overall  earnings  came  from 
investment  income  in  the  third  quarter, 
according  to  an  analysis  by  Jerry  Lou  of 
Morgan  Stanley  in  Hong  Kong. 

•  Let  the  rumors  fly.  "In  the  U.S.,  if  there 
is  a  rumor  spread  in  the  market,  the  listed 
company  has  the  obligation  to  state  whether 
its  true  or  not,"  says  Xu  of  First  Capital.  "But 
in  China  listed  companies  are  not  required 
to  disclose  anything." 


Early  last  year  rumors  began  spread- 
ing that  Tianjin  Guangyu  Development 
Co.  had  the  political  muscle  to  acquire 
substantial  land  holdings  at  a  discount. 
After  years  of  steady  decline  Tianjin 
Guangyu's  share  price  went  up  tenfold  to 
$2.94  before  pulling  back  to  $1.81.  (The 
rumors  in  this  case  turned  out  to  be  close 
to  the  mark.) 

"Sometimes  [rumormongers]  don't 
know  the  story  behind  it.  They  just  say,  'I 
heard  the  stock  is  going  up,  so  buy  it.'  It's  re- 
ally a  gold  rush,"  says  Lerry  Liu,  general  man- 
ager of  Beijing  Fortune  Trust  Investment 
Consulting.  "Sometimes  you  get  a  call,  they 
just  know  the  stock  number.  They  don't  even 
know  the  name  of  the  stock  They  just  heard 
it's  going  to  rise." 

Where  are  the  short-sellers?  They're  hard 
to  find.  Short-selling  is  not  allowed  on  the 
Chinese  markets.  F 

Additional  reporting:  Jean  Chen,  Qu  Wei. 
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I  Meet  Jeanette  Davis. 
The  next  great  marine  biologist. 


With  a  degree  in  marine  biology  she's  earning  at  one  of  America's  Historically  Black  Gilleges  and 
Universities  (HBCU),  Jeanette  could  one  day  discover  new  ways  of  protecting  the  resources  of  the 
w  orld's  oceans.  A  commitment  to  developing  future  leaders  is  why  Honda  created  HBCU  programs  such 

as  the  Honda  Campus  All  -Star  Challenge  and  Honda  Battle  of  the  Bands.  We  believe  the  work  done  by  j  jq^j^^ 
America's  Historically  Black  Colleges  arid  Universities  will  make  quite  a  splash  for  generations  to  come.        The  Power  of  Dreams 


For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com  @  2006  American  Honda  Motor  Co..  Inc. 
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BUSINEStfLLEGACY 


FOR  NEARLY 

1QQ  YEARS, 

THE  NAACP  HAS 
INSPIRED)  LEADERSHIP 
AND  ACHIEVEMENT 


Since  early  1909,  the  multi-racial  National  Association  for  the 
Advancement  of  Colored  People  (NAACP)  has  been  a  trailblazer  for 
equality  of  rights  for  all  Americans,  though  its  far-reaching  efforts 
bn  issues  of  economic  equality  are  not  widely  known.  "Our  work  focuses 
m  eliminating  the  causes  of  poverty,  because  poverty's  symptoms  must 
lot  be  confused  with  poverty's  causes,"  says  NAACP  National  Board  Chair 
Julian  Bond.  "If  we  don't  deal  with  the  causes,  the  symptoms  will  continue 
i with  each  new  generation."  Here  we  celebrate  some  of  the  diversity  and 
inclusion  successes  in  the  workplace  that  have  their  genesis  in  the  efforts 
3f  the  NAACP. 


■The  NAACP's  Legacy  of 

i& rjjh  j Q\t\ nrr  Economic  Eouftlitv 

The  NAACP  has  a  glorious  legacy  of  cre- 
itive  thinking  and  brave  action  on  all  civil 
ights  issues.  From  the  earliest  days, 
MAACP  leaders  refused  to  accept  "the  way 
we  do  business,"  which  resulted  in  blacks 
jeing  excluded  from  gainful  employment 
ind  therefore  economic  well-being. 

"I  vividly  remember  from  my  childhood 
nany  conversations  with  my  uncle  about 
low  fairness  in  wealth  distribution  and 


employment  was  central  to  ending  discrim- 
ination," recalls  Roger  Wilkins,  board  chair 
of  the  NAACP  magazine,  The  Crisis; 
recently  retired  professor  of  history;  a 
Pulitzer  Prize-winning  journalist;  and  the 
nephew  of  Roy  Wilkins,  legendary  NAACP 
Executive  Director  from  1955  to  1977. 
"The  analysis  remains  compelling." 

As  early  as  1913,  the  NAACP  began 
protesting  against  segregation  in  federal 
government  jobs,  the  military  and  labor 
unions.  When  President  Franklin  Roosevelt 


established  the  Fair  Employment  Practices 
Commission  (FEPC)  in  1941,  it  was  a 
result  of  two  decades'  worth  of  effort. 

By  the  1950s  and  1960s,  the  NAACP 
was  deeply  into  the  challenge  of  creating 
economic  and  employment  opportunities 
for  black  workers.  "When  we  began  the 
Montgomery  Bus  Boycott  in  1955,"  says 
Bond,  a  20-year  veteran  of  the  Georgia 
General  Assembly  and  a  distinguished 
professor  of  history  at  American  University 
and  The  University  of  Virginia,  "we  didn't 
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just  want  rider  seats  in  the  front  of  the  bus 
—  we  wanted  the  driver's  seat,  too." 

The  work  continued  in  the  20th  century 
with  the  Fair  Share  Program,  which 
increased  jobs  and  promotions  for  black 
workers;  Black  Dollar  Days,  which  demon- 
strated black  purchasing  power  (today  at 
$700  billion);  and  the  Economic  Reciprocity 
Initiative,  whjch  annually  surveys  the  expen- 
ditures of  more  than  50  major  corporations 
on  workforce  diversity,  corporate  philan- 
thropy and  supplier  diversity.  "As  we 
educate  consumers  on  the  value  of  their 
dollar,  they  will  make  more  prudent 
spending  decisions,  rewarding  businesses 
for  their  best  practices  and  holding  them 
accountable  for  those  that  need  improve- 
ment," explains  Bond. 

In  2007,  the  NAACP  launched  its 
Consumer  Choice  Guide,  which  highlights 
innovative  corporate  diversity  and  inclusion 
strategies.  "The  NAACP  is  both  an  advo- 
cate and  a  valuable  corporate  resource," 
says  National  Board  Vice  Chair  Roslyn 
Brock,  who  began  her  work  with  the 
NAACP  as  an  elected  youth  representative 
to  the  Board  and  serves  as  Director  of 
Advocacy  and  Public  Policy  for  Bon 
Secours  Health  Systems,  Inc.  "Through 
mutual  respect,  we  will  achieve  a  common 
good,  benefiting  industry  and  the  commu- 


nity at  the  same  time." 

Just  this  year,  the  launch  of  Gateway  t< 
Leadership,  a  summer  internship  program  it 
partnership  with  the  Money  Managemen 
Institute,  gave  another  boost  to  studen 
economic  literacy  by  placing  African' 
American  students  at  Wall  Street  firms  anc 
concluding  the  summer  experience  with  ; 
case  study  competition. 

Recruitment  and  Pipeline 
Development 

Among  the  most  common  best  practice) 
in  diversity  and  inclusion  are  widespreac 
recruitment  and  strong  employee  develop 
ment.  NAACP  programs  have  long  workec 
to  increase  the  visibility  of  African-Americar 
future  employees  and  to  urge  corporate 
sponsors  to  hire  them.  "Without  sincere 
outreach  efforts  and  adoption  of  best  prac 
tices  that  cut  across  racial  lines  in  the  nev 
global  environment,  corporations  will  neve: 
be  as  profitable  as  they  may  hope,"  say) 
NAACP  Interim  President  and  Chie) 
Executive  Officer  Dennis  C.  Hayes.  Skill 
building,  mentoring,  enlightened  manage 
ment  policies  and  leadership  developmen 
among  employees  will  build  a  diverse 
pipeline  to  the  top  positions. 

The  most  successful  corporations  have 
taken  these  lessons  to  heart,  and  as  a  result 


"As  we  educate  consumers  on  the  value  of 
their  dollar,  they  will  make  more  prudent 
spending  decisions." 

—  Julian  Bond,  National  Board  Chair,  NAACP 
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There  is  a  powerful  river 

flowing  through  the  South 
Generating  not  only  energy. . . 

but  a  legacy  of  financial  strength  as  well. 


'And  at  Southern  Company, 


we  make  it  run. 


LISTED 


Since  1947,  Southern  Company  has  supplied  the  power 
for  one  of  the  fastest-growing  regions  of  the  country. 

But  energy  isn't  all  we  produce.  Over  this  same  time  period, 
we've  generated  a  record  of  strong,  stable  growth  as  well. 
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Alabama  Power  •  Georgia  Power  •  Gulf  Power  ■  Mississippi  Power 
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provide  a  wealth  of  growth  opportunities 
for  a  wide  range  of  employees,  intentionally 
making  sure  that  diverse  employees  share 
equally  in  the  benefits.  Examples  are  lead- 
ership training,  internal  sourcing  to  allow 
broader  business  perspective,  international 
postings,  enlightened  HR  policies,  mentor- 
ing programs,  and  open  and  transparent 
succession  planning.  The  results  are  seen  in 
products  that  appeal  to  broader  and  niche 
markets,  better  retention  rates,  improved 
business  experiences  in  different  cultures, 
and  diverse  representation  in  the  ranks  of 
upper  management,  the  C-suite  and  the 
boardroom.  These  companies  are  positioned 
for  the  future  and  already  experiencing 
bottom  line  increases. 

Supplier  Diversity 

NAACP  programs  have  always  supported 
the  development  of  minority-owned  busi- 
nesses. Today,  major  corporations  are  selecting 
from  a  more  diverse  pool  of  vendors  for 
products  and  services,  resulting  in  significant 
business  opportunities  for  minority-owned 
businesses.  As  proof,  the  elite  Billion  Dollar 
Roundtable  organization  now  has  14 
member  companies,  each  of  which  annually 
spends  at  least  $1  billion  on  products  and 
services  from  minority-owned  enterprises. 


Its  members  arc  among  the  most  respected 
companies  in  the  world,  and  all  are  reaping 
the  rewards  of  customer  loyalty. 

Best  practices  for  achieving  the  benefits  of 
these  new  partnerships  include  spreading 
supplier-diversity  champions  throughout 
their  organizations,  mentoring  and  other 
support  for  the  sourcing  organization, 
establishing  annual  objectives  and  reviewing 
performance  against  those  objectives. 

Entrepreneurship 

NAACP  programs  have  long  fostered  the 
establishment  and  growth  of  entrepreneur- 
ship.  For  example,  the  Reginald  Lewis  Youth 
Entrepreneurial  Institute,  in  partnership 
with  nine  black  colleges,  has  graduated 
2,300  high  school  students  from  its  financial 
literacy  curriculum. 

The  Financial  Empowerment  Initiative, 
which  includes  workshops  on  managing 
credit,  achieving  home  ownership,  businessi 
development  and  personal  investing,  is 
conducted  regularly  by  NAACP  branches 
across  the  nation. 

Gwendolyn  Smith  Iloani,  founder  and 
chair  of  Smith  Whiley  &  Co.,  a  private  equity 
investment  firm,  and  a  board  member  of! 
i  the  NAACP  Special  Contributions  Fund 
and  The  Crisis  magazine,  began  attending 


"Without  sincere  outreach  efforts  and  adoption 
best  practices  that  cut  across  racial  lines  in  the 
new  global  environment,  corporations  will  nev 
be  as  profitable  as  they  may  hope." 

—  Dennis  C.  Hayes,  Interim  President  and 
Chief  Executive  Officer,  NAACP 


1963  March  on  Washington 
to  protest  erosion  of  economic 
opportunities  for  black  workers 


1944  An  NAACP  branch  in 
Detroit  marches  in  a  parade 
for  victory  over  "Jim  Crow." 


Diversity  requires  communication. 
AT&T  leads  in  both. 

Today's  world  requires  better  communication  in  order  to  share  new  ideas  and  ways 
of  thinking.  That's  why  AT&T  has  a  strong  and  diverse  workforce.  We're  constantly 
working  to  develop  better  and  more  diverse  products  to  serve  our  growing  markets. 
It's  a  diverse  world,  and  AT&T  stands  ready  to  meet  its  needs. 


Advertisement  t> 


NAACP  meetings  as  a  child  with  her 
parents,  and  she  is  clear  about  the  reason 
for  her  success:  "I  would  not  be  where  I  am 
today  without  the  work  of  the  NAACP, 
and  my  company  would  not  have  been 
successful  without  its  economic  and 
employment  agenda  and  its  advocacy  on 
access  to  risk-based  capital." 

Corporate  Philanthropy 

NAACP  leaders  have  always  known  that 
quality  education  is  the  foundation  for  a 
stable  and  rewarding  life.  Explains  Brock, 
"We  have  to  make  sure  those  who  come 
through  the  corporate  doors  are  properly 
trained  and  ready  to  take  on  assignments 
that  lead  to  advancement." 

This  means  reaching  students  long  before 
they  are  of  working  age  so  they  are  aware  of 
and  prepared  for  the  opportunities.  ACT- 
SO  and  "Back  to  School,  Stay  in  School" 
are  two  competitive  scholarship  programs 
for  black  youth  that  have  made  the  dream 
of  education  a  reality  for  29  years  and  20 
years,  respectively.  Scholarships  for  graduate 
and  undergraduate  students  keep  the  dream 
alive  for  hundreds  more  every  year. 

Many  corporate  foundations  and  giving 
programs  have  followed  the  lead  of  the 
NAACP  by  financing  self-help  programs  in 
minority  communities  around  the  country,  j 
These  programs  have  encouraged  minority  ! 
youths  to  begin  learning  financial  and  busi- 
ness skills  starting  in  elementary  school  and 
continuing  through  scholarships  and 
internships  for  graduate  students. 


"We  have  to  make  sure  those  who  come 
through  the  corporate  doors  are  properly 
trained  and  ready  to  take  on  assignments 
that  lead  to  advancement." 

—  Roslyn  Brock,  National  Board  Vice  Chair,  NAACP 


The  Future  of 
Corporate  Diversity 

"We  live  in  a  world  that  values  evolution  ; 
and  improvement,  yet  our  country  still  faces 
many  of  the  same  challenges  we've  faced 
throughout  our  history,"  says  Bond,  referring 
to  the  ever-present  "color  line"  in  society. 
"The  NAACP  is  still  fighting  to  eliminate 
the  racism  and  prejudice  that  feed  inequality 
and  social  ills." 

There  has  been  great  progress  since  the 
beginning  of  the  20th  century  at  the  urging 
of  the  NAACP.  Thanks  to  its  continuing 


inspiration,  committed  staff  and  board 
members,  countless  volunteers  and  man\ 
corporate,  nonprofit  and  individual  partners 
we're  getting  closer  to  achieving  the  mission 
of  the  NAACP  and  creating  equal  opportu- 
nities for  all  Americans. 
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Hollywood  on  the  Seine 


bloom  on  a  beautiful  autumn  day  in 
Normandy  as  Luc  Besson,  48,  pilots  a  golf 
cart  past  the  filling  station  and  drugstore  of 
the  imaginary  American  hamlet  of  Daisy 
Town.  The  200-acre  spread  is  Besson's 
French  version  of  George  Lucas'  Skywalker 
Ranch.  Everything  you  need  to  make  a 
big-budget  Hollywood  movie — sets,  edit- 
ing rooms,  sound  studios— is  tucked  away 
in  neat  little  Norman-style  farmhouses. 
Besson's  own  18th-century  stone  mansion 
looms  from  across  a  perfect  lawn. 

This  is  home  for  Besson's  EuropaCorp, 
which  produces  eight  to  ten  flicks  a  year, 
including  a  few  Besson  directs.  Most  are 
modest  films,  primarily  for  Europe.  Two 
or  three  are  Hollywood-size  spectaculars 
made  in  English  and  costing  $25  million  to 
$35  million,  a  lot  by  European  standards. 
Their  appeal  rests  on  a  global  appetite  for 
mayhem,  in  action  thrillers  like  Danny  the 
Dog,  The  Transporter  and  Transporter  2. 

You  could  say  that  Besson  is  France's  only 
movie  mogul.  Of  the  15  French  films  with 
the  highest  worldwide  box  office  receipts 
from  2000  to  2006,  5  (including  Kiss  of  the 
Dragon)  were  produced  by  EuropaCorp.  In 


Luc  Besson  runs 
the  most  American  of 
all  French  movie 
studios.  So  how  come 
he  can't  make 
a  splash  in  the  U.S.? 
By  Joshua  Levine 
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Hollywood  on  the  Seine 


the  fiscal  year  ended  Mar.  31  die  company 
earned  $  i  2  million  on  revenue  of  $232  mil- 
lion; in  the  first  six  mondis  of  fiscal  2008  rev- 
enue was  $107  million. 

EuropaCorp's  back-lot  slice  of  Ameri- 
cana is  the  set  for  two  forthcoming  sequels 
to  Arthur  and  the  Minimoys,  a  10-year-olds 
quest  to  find  his  lost  grandpa  to  help  pre- 
vent the  family  farm  from  being  repossessed, 
which  mixed  animated  characters  with  live 
action  and  voice-overs  from  the  likes  of 
Madonna,  Snoop  Dogg  and  Mia  Farrow. 
Arthur  was  a  hit,  hauling  in  $100  million  at 
the  box  office  worldwide. 


for  Europa.  While  the  French  press  calls  it 
a  "mini-major"  studio,  Besson  has  major- 
major  ambitions.  He  sees  the  gap:  "We're  not 
there  yet— maybe  in  two  or  three  years."  It 
means  that  he  can  still  get  pushed  around 
by  Tinseltown  and  must  pay  American-style 
salaries  up  front  to  land  American  actors, 
as  he  did  when  he  cast  Morgan  Freeman 
in  Danny  the.  Dog  (Unleashed,  in  the  U.S.). 
"Its  pretty  irritating,"  says  Besson. 

In  July  Besson  sold  25%  of  EuropaCorp 
to  the  public,  raising  $100  million  and 
reducing  his  stake  to  63%.  The  cash  will  fund 
bigger-budget  movies,  which  is  where  the 
profits  and  bragging  rights  are;  the  public 
listing  is  meant  to  give  Europa  more  suit- 
and-tie  respectability  in  Hollywood.  (The 
Paris  bourse  has  shown  little  respect:  In  a 
bear  market  for  media  stocks  this  one  is 
down  20%  since  the  offering.) 

A  chunky  guy  given  to  wearing  long 
basketball  shorts,  Besson  is  the  first  to  tell 


Reliable  formulas,  aimed 
primarily  at  teenage  boys: 
stills  from  Taken,  Arthur 
and  Transporter  2. 
EuropaCorp  is  still  shooting 
for  a  blockbuster — 
and  wider  distribution 
in  the  U.S. 


Everywhere  except  America,  where  it 
was  released  as  Arthur  and  the  Invisibles,  and 
pulled  in  only  $15  million.  "A  total  catas- 
trophe," says  Besson.  The  critics  didn't  like 
it,  either.  Besson  explains  the  disaster  in 
two  words:  Harvey  Weinstein.  The  former 
Miramax  heavyweight,  says  Besson  bitterly, 
was  "the  worst  distributor  I  have  ever  seen. 
His  attitude  is,  'Your  film  won't  be  a  suc- 
cess unless  my  hands  are  all  over  it.'"  Why 
not  tell  Weinstein  to  take  a  hike?  "You  can't," 
says  Besson.  Weinstein  replies:  "I  just  don't 
think  Luc  understands  the  U  S.  market." 
Besson,  he  says,  is  "frustrated,  and  some- 
times he  acts  like  a  little  kid.' 

The  spat  underscores  a  bigger  problem 


you  he's  no  Jean-Luc  Godard.  He'll  take 
box  office  over  art  any  day.  Before  devot- 
ing himself  primarily  to  producing,  Besson 
directed  such  splashy  divertissements  as 
La  Femme  Nikita,  The  Professional  and 
The  Fifth  Element,  which,  despite  being 
made  in  English,  holds  the  record  as  the 
highest-grossing  French  movie  ever,  at 
$224  million.  "The  car  chase  in  The  Blues 
Brothers  always  put  me  in  a  state  of  hilar- 
ity— I  watched  it  over  and  over  when  I  was 
young,"  says  Besson,  who  grew  up  around 
the  Mediterranean  reefs,  where  his  parents 
taught  scuba  diving.  He  didn't  get  to  Paris 
until  he  was  18. 

Almost  everything  about  Europa 
smells  more  like  Sunset  Boulevard  than 
the  Seine.  Its  films  often  follow  reliable 
formulas  and  appeal  to  teenage  boys.  And 
they  never,  ever  go  over  budget.  "If  you 
go  over  budget  by  $5  million,  you've  got 
to  find  another  $70  million  of  revenues 
to  restore  $5  million  in  profit,"  explains 
Pierre-Ange  Le  Pogam,  Europa's  chief 


operating  officer.  "You  need  a  miracle,  and 
we're  not  in  the  miracle  business."  Once 
it  gets  its  films  in  the  can,  EuropaCorp 
presells  them  to  distributors  around  the 
world  and  to  French  television,  covering  at 
least  80%  of  costs,  and  often  more  than 
100%,  before  theatrical  release.  Profits  are 
as  predictable  as  the  plots.  "We're  never 
going  to  roll  the  dice  on  one  big  film  that 
could  break  the  studio.  We're  not  flam- 
beurs  [high  rollers],"  says  Le  Pogam. 

You  can  see  the  system  at  work  on  Taken, 
which  will  be  released  in  February.  The  film 
stars  the  dependable  Irish  actor  Liam  Nee- 
son,  but  it's  being  made  by  an  inexperienced 
protege  of  Besson  with  a  script  written  partly 
by  Besson  himself.  The  action  takes  place  in 
Paris  (Besson  is  building  a  huge  studio  lot 
nearby).  Neeson  plays  a  former  spy  who  must 
save  his  kidnapped  daughter  from  bad  guys 
who  blow  up  many  cars. 

Says  Le  Pogam:  "If  this  movie  were  made 
in  the  U.S.,  it  would  cost  $30  million  to 
$40  million.  We  will  make  it  for  $25  million," 
including  an  estimated  $5  million  to  Neeson. 
Sales  to  distributors — Fox  plays  that  role  in  I 
the  U.S. — and  to  television  have  brought  in 
$20  million  so  far.  If  Taken  does  only  so-so, 
says  Le  Pogam,  Europa  will  eventually  net 
$5  million.  It  could  do  a  lot  better. 

The  bottom-line  approach  has  its  fans 
in  Hollywood.  "They're  much  more  like  a  I 
global  studio,"  says  Hutch  Parker,  vice  I 
chairman  of  20th  Century  Fox  Film  Group. 
"You'd  be  underestimating  them  to  call! 
them  'those  French  guys'"  Fox  has  collabo- 1 
rated  on  five  projects  with  Europa,  recently 
handing  over  a  movie  called  Hitman  for 
Besson  to  make  as  a  kind  of  subcontractor. 

But  no  matter  how  good  Besson  and  i 
Le  Pogam  are  at  the  nuts  and  bolts  of 
moviemaking,  it  will  be  tough  to  outgrow 
the  "French  guys"  label  if  they  can't  up  the 
ante  with  their  film  budgets.  Simple  math, 
says  Besson.  "There's  no  example  of  a  movie  I 
that  cost  $15  million  to  $30  million  to  make 
that  made  over  $100  million  at  the  box! 
office."  (Slight  exaggeration:  The  Passion  on 
the  Christ  cost  $30  million  and  brought  in  i 
$370  million.)  To  hit  a  grand  slam,  a  movie 
needs  a  slugger  like  Tom  Hanks  or  Bradi 
Pitt,  which  drives  budgets  near  $100  mil- 
lion. Going  public  put  money  in  the  bank 
and  a  blip  on  Hollywood's  screen.  Now,  can.] 
EuropaCorp  play  in  the  bigs?  F 
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Hollywood  on  the  Seine 


the  fiscal  year  ended  Mar.  3 1  the  company 
earned  $12  million  on  revenue  of  $232  mil- 
lion; in  the  first  six  months  of  fiscal  2008  rev  - 
enue was  $107  million. 

EuropaCorp's  back-lot  slice  of  Ameri- 
cana is  the  set  for  two  forthcoming  sequels 
to  Arthur  and  the  Minimoys,  a  10-year-old's 
quest  to  find  his  lost  grandpa  to  help  pre- 
vent the  family  farm  from  being  repossessed, 
which  mixed  animated  characters  with  live 
action  and  voice-overs  from  the  likes  of 
Madonna,  Snoop  Dogg  and  Mia  Farrow. 
Arthur  was  a  hit,  hauling  in  $100  million  at 
the  box  office  worldwide. 


for  Europa.  While  the  French  press  calls  it 
a  "mini-major"  studio,  Besson  has  major- 
major  ambitions.  He  sees  the  gap:  "We're  not 
there  yet— maybe  in  two  or  three  years."  It 
means  that  he  can  still  get  pushed  around 
by  Tinseltown  and  must  pay  American-style 
salaries  up  front  to  land  American  actors, 
as  he  did  when  he  cast  Morgan  Freeman 
in  Danny  the  Dog  (Unleashed,  in  the  U.S.). 
"It's  pretty  irritating,"  says  Besson. 

In  July  Besson  sold  25%  of  EuropaCorp 
to  the  public,  raising  $100  million  and 
reducing  his  stake  to  63%.  The  cash  will  fund 
bigger-budget  movies,  which  is  where  the 
profits  and  bragging  rights  are;  the  public 
listing  is  meant  to  give  Europa  more  suit- 
and-tie  respectability  in  Hollywood.  (The 
Paris  bourse  has  shown  little  respect:  In  a 
bear  market  for  media  stocks  this  one  is 
down  20%  since  the  offering.) 

A  chunky  guy  given  to  wearing  long 
basketball  shorts,  Besson  is  the  first  to  tell 


Reliable  formulas,  aimed 
primarily  at  teenage  boys: 
stills  from  Taken,  Arthur 
and  Transporter  2. 
EuropaCorp  is  still  shooting 
for  a  blockbuster — 
and  wider  distribution 
in  the  U.S. 


v  at 


Everywhere  except  America,  where  it 
was  released  as  Arthur  and  the  Invisibles,  and 
pulled  in  only  $15  million.  "A  total  catas- 
trophe," says  Besson.  The  critics  didn't  like 
it,  either.  Besson  explains  the  disaster  in 
two  words:  Harvey  Weinstein.  The  former 
Miramax  heavyweight,  says  Besson  bitterly, 
was  "the  worst  distributor  I  have  ever  seen. 
His  attitude  is,  'Your  film  won't  be  a  suc- 
cess unless  my  hands  are  all  over  it.'"  Why 
not  tell  Weinstein  to  take  a  hike?  "You  can't," 
says  Besson.  Weinstein  replies:  "I  just  don't 
think  Luc  understands  the  U.S.  market." 
Besson,  he  says,  is  "frustrated,  and  some- 
times he  acts  like  a  little  kid." 

The  spat  underscores  a  bigger  problem 


you  he's  no  Jean-Luc  Godard.  He'll  take 
box  office  over  art  any  day.  Before  devot- 
ing himself  primarily  to  producing,  Besson 
directed  such  splashy  divertissements  as 
La  Femme  Nikita,  The  Professional  and 
The  Fifth  Element,  which,  despite  being 
made  in  English,  holds  the  record  as  the 
highest-grossing  French  movie  ever,  at 
$224  million.  "The  car  chase  in  The  Blues 
Brothers  always  put  me  in  a  state  of  hilar- 
ity— I  watched  it  over  and  over  when  I  was 
young,"  says  Besson,  who  grew  up  around 
the  Mediterranean  reefs,  where  his  parents 
taught  scuba  diving.  He  didn't  get  to  Paris 
until  he  was  18. 

Almost  everything  about  Europa 
smells  more  like  Sunset  Boulevard  than 
the  Seine.  Its  films  often  follow  reliable 
formulas  and  appeal  to  teenage  boys.  And 
they  never,  ever  go  over  budget.  "If  you 
go  over  budget  by  $5  million,  you've  got 
to  find  another  $70  million  of  revenues 
to  restore  $5  million  in  profit,"  explains 
Pierre-Ange  Le  Pogam,  Europa's  chief 


operating  officer.  "You  need  a  miracle,  and 
we're  not  in  the  miracle  business."  Once 
it  gets  its  films  in  the  can,  EuropaCorp 
presells  them  to  distributors  around  the 
world  and  to  French  television,  covering  at 
least  80%  of  costs,  and  often  more  than 
100%,  before  theatrical  release.  Profits  are 
as  predictable  as  the  plots.  "We're  never 
going  to  roll  the  dice  on  one  big  film  that 
could  break  the  studio.  We're  not  flam- 
beurs  [high  rollers],"  says  Le  Pogam. 

You  can  see  the  system  at  work  on  Taken, 
which  will  be  released  in  February.  The  film 
stars  the  dependable  Irish  actor  Liam  Nee- 
son,  but  it's  being  made  by  an  inexperienced 
protege  of  Besson  with  a  script  written  partly 
by  Besson  himself.  The  action  takes  place  in 
Paris  (Besson  is  building  a  huge  studio  lot 
nearby).  Neeson  plays  a  former  spy  who  must 
save  his  kidnapped  daughter  from  bad  guys 
who  blow  up  many  cars. 

Says  Le  Pogam:  "If  this  movie  were  made 
in  the  U.S.,  it  would  cost  $30  million  to 
$40  million.  We  will  make  it  for  $25  million," 
including  an  estimated  $5  million  to  Neeson. 
Sales  to  distributors — Fox  plays  that  role  in 
the  U.S. — and  to  television  have  brought  in 
$20  million  so  far.  If  Taken  does  only  so-so, 
says  Le  Pogam,  Europa  will  eventually  net 
$5  million.  It  could  do  a  lot  better. 

The  bottom-line  approach  has  its  fans 
in  Hollywood.  "They're  much  more  like  a 
global  studio,"  says  Hutch  Parker,  vice 
chairman  of  20th  Century  Fox  Film  Group. 
"You'd  be  underestimating  them  to  call 
them  'those  French  guys'"  Fox  has  collabo- 
rated on  five  projects  with  Europa,  recently 
handing  over  a  movie  called  Hitman  for 
Besson  to  make  as  a  kind  of  subcontractor. 

But  no  matter  how  good  Besson  and 
Le  Pogam  are  at  the  nuts  and  bolts  of 
moviemaking,  it  will  be  tough  to  outgrow 
the  "French  guys"  label  if  they  can't  up  the 
ante  with  their  film  budgets.  Simple  math, 
says  Besson.  "There's  no  example  of  a  movie 
that  cost  $15  million  to  $30  million  to  make 
that  made  over  $100  million  at  the  box 
office."  (Slight  exaggeration:  The  Passion  of 
the  Christ  cost  $30  million  and  brought  in 
$370  million.)  To  hit  a  grand  slam,  a  movie 
needs  a  slugger  like  Tom  Hanks  or  Brad 
Pitt,  which  drives  budgets  near  $100  mil- 
lion. Going  public  put  money  in  the  bank 
and  a  blip  on  Hollywood's  screen.  Now,  can 
EuropaCorp  play  in  the  bigs?  F 
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Why  Russia's  leading 
steel  baron  is  betting 
big  on  America. 
By  Heidi  Brown 


Metals  Mogul 


THE  RECENT  OPENING  OF  THE 
first  new  American  steel  mill  in 
six  years  was  a  big  deal  for 
Columbus,  Miss.  (pop.  26,000). 
The  few  hundred  residents  and 
politicos  who  ducked  into  the  plant  to 
escape  a  chilly  rain  encountered  an  odd 
tableau  onstage:  a  steel  executive,  a  Russian 
billionaire  and  Governor  Haley  Barbour. 
The  proceedings  opened  with  a  prayer. 
"God  of  hope  and  possibilities,"  the 
Reverend  Sandra  DePriest 
intoned,  "thank  you  for  bringing 
together  your  servants  Alexey 
Mordashov  and  John  Correnti 
from  opposite  sides  of  the  globe." 

Thanks,  as  well,  to  the  town, 
Lowndes  County  and  the  state  for  SeverCorr, 
as  the  $880  million  mill  is  known.  Together 
they  offered  SI 00  million  in  onetime  grants, 
construction  funds  and  loan  guarantees,  plus 
tax  abatements  of  $5,000  per  employee  for 
ten  years.  How  could  Mordashov — whose 
$12.1  billion  net  worth  makes  him  Russia's 
nindi-richest  man— say  no?  Most  of  that  for- 
tune comes  from  Severstal,  Russia's  largest 
steel  producer,  which  last  year  netted  $  1 .2  bil- 


Understated  but 
acquisitive  and 
tough:  Alexey 
Mordashov,  the 
billionaire 
metals  baron. 


lion  on  revenue  of  $12  billion.  "We  make  a 
lot  of  money'  says  Mordashov,  42,  who  is 
given  to  few  words.  "We're  looking  to  expand 
abroad  to  create  value." 

And  assemble  something  of  an  empire — 
maybe  even  rattle  Mittal  Steel,  the  world's 
undisputed  king.  The  U.S.  already  accounts 
for  19%  of  Severstal's  revenues.  It  seems  like 
a  good  bet.  Despite  troubles  in  the  American 
auto  industry,  there  are  plenty  of  domestic  cus- 
tomers for  hot-  and  cold-rolled  steel;  rising 
commodity  prices,  coupled  with  a 
dirt-cheap  greenback,  have  recendy 
lured  other  foreign  buyers — includ- 
ing Russia's  Roman  Abramovich 
and  Victor  Rashnikov,  and  the  Ruia 
family  of  India — to  U.S.  mills. 
Mordashov  has  vowed  to  spend  a  total 
$1  billion,  10%  of  total  cap-ex,  on  U.S.  prop- 
erties through  20 1 1 .  He  became  the  first  Russ- 
ian steel  baron  to  venture  overseas  when,  in 
December  2003,  he  beat  out  U.S.  Steel  to  pick 
up  the  storied,  if  troubled,  Rouge  Industries 
plant,  which  supplies  the  nearby  Ford  factory, 
in  Dearborn,  Mich.  He  paid  $385  million  (in- 
cluding assumed  debt),  considerably  less  than 
the  replacement  value  of  the  assets.  He  won 


by  securing  the  union's  vote  (and  an  okay 
from  the  bankruptcy  court),  promising  not 
to  lay  off  any  workers.  Despite  expensive  im- 
provements like  a  new  blast  furnace  and  an 
air  vacuum  to  keep  pollution  from  seeping 
out,  Rouge  netted  roughly  $83  million  pre- 
tax on  $2  billion  in  sales  last  year. 

In  2005  Mordashov  bought  70%  of  the 
assets  of  Lucchini,  Italy's  second-largest 
steelmaker  (2006  revenue:  $3.3  billion), 
which  added  higher-margin  long-steel  goods 
to  his  portfolio  and  gave  him  a  20%  share  of 
the  European  market.  The  $600  million  price 
tag,  added  to  Lucchini's  $1.3  billion  in  debt, 
seemed  steep  at  the  time.  But  steel  prices  have 
since  doubled,  helping  to  reduce  that  debt  to 
$749  million. 

Acquisitive  as  he  is,  Mordashov  has  had 
several  humiliating  setbacks.  His  biggest  de- 
feat came  last  year  at  the  hands  of  Arcelor 
(2005  sales:  $39  billion).  Then  the  world's 
largest  steel  firm,  it  turned  to  Mordashov  to 
fend  off  a  hostile  $22.7  billion  takeover  by  In- 
dian billionaire  Lakshmi  Mittal.  Mordashov 
jumped  in,  with  a  hazily  valued  offer  to  ex- 
change 90%  of  Severstal  for  32%  of  Arcelor, 
which  was  accepted  in  May  2006.  But  in  June 
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The  spiral ing  cost  of 
health  care  has  employers 
of  all  sizes  worried  about 

drowning  in  red  ink. 

For  many  executives,  the  cost  of 
health  care  is  becoming  an  increasingly 
bitter  pill  to  swallow. 

Health  care  costs  are  accelerating  at 
twice  the  rate  of  inflation. 

Sure,  medical  and  other  benefits 
can  help  attract  and  retain  employees. 
But  at  what  price? 

The  challenge  is  finding  the  right 
balance  between  the  amount  you  pay  for 
health  care  and  the  need  for 
a  healthy,  productive  workforce. 

Failure  to  do  so  could  leave  even  the 
strongest  company  in  a  sea  of  red  ink. 
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Mittal  came  back  with  a  winning  bid  that  was 
higher.  "It  was  embarrassing  for  [Mor- 
dashov]  in  Russia,"  says  Robert  Edwards,  an 
analyst  at  Moscow's  Renaissance  Capital,  who 
says  die  incident  was  discussed  in  the  Duma. 
"He  was  treated  like  a  schoolboy."  Concedes 
a  Severstal  spokesman,  "It  was  very  painful." 
So,  too,  undoubtedly,  was  the  payback  from 
U.S.  Steel,  which,  on  Oct.  31,  outmaneuvered 
Mordashov  to  grab  the  bankrupt  Stelco,  a 
4- million -ton  producer  in  Hamilton,  Ont. 
hed  been  negotiating  to  buy  for  three  years. 
He  also  reportedly  went  after  Mexico's  largest 
steel  company,  the  bankrupt  Ahmsa,  but  the 
leading  shareholder  wouldn't  sell. 

Don't  be  fooled  by  the  occasional  shellack- 
ing— or  Mordashov's  lack  of  ostentation.  He 
doesn't  collect  art  or  mansions  all  over  the 
globe.  He  was  impressed  with  the  tour  bus 
bringing  visitors  to  SeverCorr  and  enjoyed 
wolfing  down  ribs  at  the  preopening  barbe- 
cue. But  this  guy  is  tough  and  unyielding. 

Mordashov  grew  up  in  Cherepovets,  250 
miles  northwest  of  Moscow,  where  both  par- 
ents worked  at  what  became  Severstal,  a  steel 


mill  built  on  Stalin's  orders.  After  graduating 
from  die  Leningrad  Engineering  &  Econom- 
ics Institute  in  1988,  Mordashov  mastered  ac- 
counting and  attracted  the  notice  of  the  mill 
director,  who  became  his  mentor  and  hired 
him  as  a  senior  economist.  Quickly  noticed 
for  his  smarts  and  work  ethic,  Mordashov  was 
sent  on  a  rare  six-month  internship  in  Aus- 
tria at  steel. giant  Voestalpine  and  in  1992 
became  Severstal's  finance  director.  By  then 
the  communist  system  had  disintegrated  into 
chaos.  Manufacturers  like  Severstal,  depend- 
ent on  the  command  economy  to  dictate  pro- 
duction, were  suddenly  left  without  cus- 
tomers, suppliers  or  any  idea  of  how  to  sell 
to  foreign  markets.  At  the  same  time  facto- 
ries were  being  privatized  in  not-always- 
kosher  ways,  with  clever  metals  traders  tak- 
ing control  by  buying  the  shares  of 
management  and  workers  on  the  cheap. 

Mordashov  claimed  he  wanted  to  pro- 
tect the  mill  from  takeover  vultures  like  Oleg 
Deripaska,  an  aluminum  tycoon,  so  he  cre- 
ated a  unit  called  Severstal  Invest  that  sold 
the  mill's  steel  and  provided  cash  to  buy  up 


the  shares  held  by  factory  workers.  By  law  the 
plant  could  own  up  to  24%  of  Severstal  In- 
vest. Mordashov  claims  the  factory's  "com- 
pany council"  voted  to  give  him,  and  not  the 
director,  his  supporter,  the  other  76% — effec- 
tive control  of  the  entire  company.  "People 
weren't  interested  in  having  shares,"  he  says, 
denying  reports  that  management  withheld 
salaries  to  "motivate"  workers  to  sell.  "The  pri- 
vatization was  completely  in  line  with  the  law  " 
he  says.  There's  no  bad  blood,  Mordashov  in- 
sists, between  him  and  the  director  who  "lives 
happily  in  Sochi"  on  the  Black  Sea. 

He  himself  has  kept  his  head  down  while 
restructuring  and  updating  Severstal.  Unlike 
some  Russian  moguls,  Mordashov  has  stayed 
on  the  good  side  of  Vladimir  Putin  by  keep- 
ing out  of  politics  and  consulting  the  presi- 
dent on  large  international  deals,  as  he  did 
with  Arcelor.  There  was  a  brief  kerfuffle  in 
2004  when,  seeing  the  price  of  raw  materi- 
als rising,  Mordashov  started  integrating  a 
publicly  traded  Severstal  subsidiary  that 
owned  coal  and  mining  assets.  He  paid  mi- 
nority shareholders  $8  per  share;  some  in- 


•RPMG  Research  Corporation  200b  Purchasing  Card  Benchmark  Survey  (page  44). 
Based  on  respondent-reported  savings  of  567  per  transaction  and  an  estimated  418  millior 
©2007  Visa  Inc. 


sisted  they  were  worth  $16  and  said  he  was 
stripping  assets.  But  he  later  settled  with  the 
shareholders,  and  nowadays  Severstal  resem- 
bles a  Western  steel  company,  with  annual 
reports  in  English,  a  British  board  chairman 
and  emphasis  on  production  increases.  It  did 
a  $1  billion  listing  on  the  London  Stock  Ex- 
change last  year. 

When  a  group  of  American  steel  exec- 
utives needed  funding  for  what  became 
SeverCorr,  Mordashov  came  to  mind.  The 
project  was  the  brainchild  of  David  Stickler 
of  Global  Principal  Partners,  a  metal-focused 
investment  bank  in  Miami.  Well  connected 
and  energetic,  Stickler  became  involved  in 
every  aspect.  In  2003  he  approached  former 
Nucor  chief  John  Correnti,  who  had  been 
shoved  aside  in  1999  following  the  retirement 
of  his  supporter  and  mentor,  steel  legend  Ken- 
neth Iverson.  Correnti  then  ran  the  troubled 
Birmingham  Steel,  which  he  broke  up  and 
sold  off,  largely  to  Nucor.  With  Correnti  on 
board,  Stickler  embarked  on  a  multinational 
journey  to  line  up  partners  and  financing. 

For  plant  equipment,  Stickler  went  to 


Germany's  SMS-Demag,  which  had  recendy 
found  a  way  to  produce  auto-grade  steel 
from  scrap  metal.  The  government  export 
bank  KFW,  with  $9  billion  worth  of  expo- 
sure in  the  U.S.  by  then,  said  it  would  pro- 
vide $227  million  in  senior  debt,  but  wanted 
a  U.S.  partner  and  a  strategic  investor.  GE, 
which  had  worked  with  Stickler  and  KFW, 
contributed  $50  million  in  secured  financ- 
ing. Stickler  had  met  Mordashov  early  in 
2005,  but  the  Russian  had  said  he  was  too 
busy  with  Rouge.  Ten  months  later,  though, 
Mordashov  bit  and  eventually  contributed 
$440  million  in  cash,  or  80%  of  the  equity; 
the  rest  came  from  Correnti,  his  partners, 
Stickler  and  hedge  funds. 

Next,  finding  a  hospitable  home  for  the 
plant.  Arkansas  expressed  interest,  but  the 
project  foundered  when  the  states  electric  au- 
thority demanded  an  extra  charge — $8.5  mil- 
lion— to  build  a  power  line  to  the  plant. 
Mississippi,  still  recovering  from  Hurricane 
Katrina  and  plagued  by  unemployment  of 
6.4%,  proved  more  accommodating. 
Lowndes  County  had  also  lost  textile  mills 


and  a  small  auto-parts  factory.  SeverCorr  got 
concessions  worth  $103  million,  including 
$30  million  in  grants  and  a  $60  million  loan 
guarantee.  The  Tennessee  Valley  Authority 
built  a  power  line  to  the  plant  at  half  the  price 
Arkansas'  authority  demanded.  Customers 
like  Toyota,  Mercedes,  Honda  and  Hyundai 
all  operate  nearby,  minimizing  shipping 
costs,  which  have  quadrupled  on  the  price  of 
oil  in  the  last  two  years.  The  plant  isn't  union- 
ized, but  Correnti  says  that's  irrelevant;  work- 
ers will  earn  an  average  $85,000  per  year — a 
fortune  compared  with  the  average  $27,000 
per  capita  in  the  county.  "We  want  the  rural 
work  ethic,"  he  explains.  "We  want  five  peo- 
ple who  will  do  the  work  of  ten." 

Mordashov  is  working  overtime,  too. 
He  plans  to  take  an  80%  interest  in  a 
second,  $500  million  production  line  at 
SeverCorr  due  to  open  in  the  next  year  and 
a  half.  The  Mississippi  plant,  he  says,  will  be 
profitable  by  year-end  2008.  What's  next? 
Perhaps  more  mills,  bought  or  built,  in  the 
motherland.  No  limits  there — as  long  as  he 
stays  out  of  politics.  F 
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FORGET  P/E.  JAMES  O'SHAUGHNESSY  SAYS 

PRICE/SALES  IS  THE  BEST  WAY  TO  FIND 
CHEAP  STOCKS  TO  BUY.  BY  DANIEL  FISHER 


W 


HAT  IS  THE  BEST 
measure  of  whether 
a  stock  is  a  bargain? 
The  traditional  start- 
ing point  of  stock 
research  has  been  the  price/earnings  ratio. 
Money  manager  James  O'Shaughnessy, 
who  oversees  $1 1  billion  from  an  office  in 
Stamford,  Conn.,  says  he  has  a  better  meas- 
ure: Compare  a  company's  market  value  with 
its  revenue.  This  price/sales  ratio  should  be 
your  starting  point  in  screening  stocks. 

It  has  worked  for  him.  Over  the  past 
decade,  he  says,  his  small -cap  growth 
accounts  have  averaged  a  13.6%  annual 
return  after  fees,  seven  points  better  than  the 
market. 

If  you  have  $250,000,  you  can  avail 
yourself  of  the  talents  of  O'Shaughnessy 
Asset  Management  through  Bear 
Stearns  and  other  brokers  for  fees  rang- 
ing from  2.5%  to  1%  annually,  depend- 
ing on  asset  size.  If  you  don't,  use  this 
strategy  in  your  stock  picking.  To  be 
purely  mechanical  about  it,  find  the  50 
stocks  in  your  daf  '  it  are  cheapest 
byP/Sand'  hnessy 


leans  to  smaller  companies,  but  his 
research  suggests  that  the  approach 
would  work  against  a  universe  that 
includes  big  companies. 

O'Shaughnessy,  in  fact,  uses  P/S  only 
as  a  first  cut;  he  does  other  kinds  of 
analysis  to  make  his  final  selections.  But 
the  validity  of  low  P/S  investing,  he  says, 
is  borne  out  by  a  study  he  did  of  Compu- 
stat  data,  stretching  from  1951  to  2003. 
To  avoid  contaminating  his  list  with 
illiquid  minnow-size  issues,  he  chopped 
out  everything  with  a  market  value 
below  an  inflation-adjusted  $185  million. 
In  this  back  test  he  reshuffled  every  year 
to  keep  the  roster  current. 

Conclusion:  His  50  low  P/S  collection 
beat  the  market  by  an  annualized  16%  to 
13%  over  that  half-century.  He  also  tried 
out  a  hypothetical  low  price/earnings 
strategy.  That  one  averaged  only  14%. 
Buying  cheap  stocks  as  measured  by 
price/book,  another  well-known  metric, 
tied  low  P/S  over  the  full  period  but 
wasn't  as  consistent.  The  P/S  strategy  beat 
the  market  in  88%  of  the  ten-year  peri- 
ods, the  P/B  strategy  in  only  72%. 


What  all  these  strategies  have  in 
common  is  a  value  flavor.  Meaning:  You 
buy  boring  banks,  utilities  and  steel  com- 
panies, while  passing  up  software,  the 
Internet  and  biotech.  And  why  does 
value  work  on  Wall  Street? 

A  low  price/sales  ratio  might  be  just 
part  of  a  package  of  indicators  that  a 
stock  is  relatively  cheap  and  primed  for 
higher  returns,  says  Kenneth  R.  French, 
a  professor  at  Dartmouth's  Tuck  School 
of  Business.  With  his  colleague  Eugene 
Fama  at  the  University  of  Chicago, 
French  explained  in  1996  that  ratios  such 
as  price/earnings  and  price/sales  are  all 
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proxies  for  the  same  attribute.  French 
isn't  sure  just  what  that  attribute  is,  but 
there  is  something  about  second-rate 
companies  and  industries  that  makes 
investors  shy  away. 

Shy  away  more  than  they  should,  that 
is.  A  rational  market  will  of  course  have 
Google's  capitalization  higher  than  Gen- 
eral Motors'.  The  question  is  how  much 
higher  it  should  be.  The  low  P/S  theory 
says  that  the  market  tends  to  overprice 
the  Googles  relative  to  the  GMs. 

One  explanation  for  why  this  might 
happen  is  psychological.  Perhaps  in- 
vestors have  vivid  memories  of  Google 


and  Amgen,  fading  memories  of  Inter- 
woven and  Enzo  Biochem.  So  they  over- 
pay for  growth  and  glamour.  They  also 
underestimate  the  tendency  of  businesses 
to  regress  to  average  profitability.  A  com- 
pany with  a  fat  profit  margin  (and  thus, 
in  all  likelihood,  a  high  P/S)  will  attract 
competition;  a  company  with  weak  prof- 
itability will  eventually  replace  its  inept 
managers.  The  low  P/S  strategy  capital- 
izes on  this  phenomenon. 

To  test  P/S'  market-beating  abilities,  we 
asked  Wilshire  Analytics  researchers  to 
replicate  the  O'Shaughnessy  study  for  the 
past  quarter-century,  up  through  the  end 


of  September.  Sure  enough,  over  the  past 
25  years,  the  lowest-valued  50  (again 
minus  very  small  issues)  bested  the  S&P  500 
handily,  19.3%  annually  versus  13.6%. 

Some  market  savants  used  to  adore  P/S 
and  have  soured  on  it.  Money  manager  and 
FORBES  columnist  Ken  Fisher  first  popu- 
larized the  price/sales  ratio  with  his  1984 
book,  Super  Stocks,  but  grew  less  enthusi- 
astic by  the  early  1990s  after  further 
research  showed  the  concept  works  best 
with  tiny,  illiquid  issues — and  when  value 
stocks  are  rebounding  anyway. 

All  that  said,  O'Shaughnessy,  47,  is  a 
guy  worth  listening  to.  He's  well  known 
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as  a  proponent  of  the  "dogs  of  the  Dow" 
Strategy,  which  focuses  on  the  highest- 
/ielding  (and  usually  unglamorous) 
slocks  of  the  Dow  Jones  industrial  aver- 
age. He's  the  author  of  several  bestselling 
books,  including  What  Works  on  Wall 
Street  (1996)  and  Predicting  the  Markets 
of  Tomorrow  (2006). 

O'Shaughnessy  and  other  P/S  partisans 
certainly  don't  feel  this  is  the  perfect  met- 
ric, just  the  best  of  the  lot.  When  he  does 
his  P/S  screen,  he  doesn't  want  any  stock 
with  a  P/S  multiple  of  more  than  1 .5,  which 
is  the  average  for  the  S&P  500.  Then  he  eyes 
this  initial  cut  to  see  if  the  selections  are 
indeed  on  the  upswing.  Earnings  should  be 
up  over  the  past  year  and  the  stock  price 
up  over  the  past  two  quarters.  When  he  gets 
done,  he  has  a  portfolio  with  a  little  more 
of  a  growth  flavor  than  a  pure  low  P/S  port- 
folio (see  table).  Also,  O'Shaughnessy  leans 
toward  smaller  companies,  like  Geo  Group 
and  PriceSmart. 

Amazon.com  at  2.5  times  revenue? 
Out.  Google  at  13  times  revenue?  Forget 
about  it.  Even  Johnson  &  Johnson  and 
Procter  &  Gamble  don't  qualify. 

Declining  revenue  for  a  low  P/S  stock,  of 
course,  usually  means  that  the  stock  is 
deservedly  cheap  because  it  stinks.  Radio 
broadcaster  Westwood  One,  at  0.3  of  sales, 
is  a  case  in  point.  It  expects  sales  to  be  off  in 
2007.  O'Shaughnessy  doesn't  want  to  own  it. 

What  does  this  guy  have  against  the 
classic  P/E  ratio?  Two  things.  One  is  that 
the  earnings  figure  is  more  easily  manip- 
ulated than  the  sales  one.  The  other  is 
that  companies  on  the  rebound  may  have 


earnings  that  are  temporarily  depressed, 
distorting  the  P/E  multiple.  O'Shaugh- 
nessy likes  1 -800-Flowers.com,  which 
has  had  its  problems  yet  now  is  showing 
double-digit  revenue  growth.  Its  P/E  is 
scary-looking  at  39  (versus  the  market's 
18).  On  P/S,  however,  it's  cheap  at  0.7. 

And  what's  wrong  with  price/book? 
Fans  of  this  ratio  argue,  as  P/S  fans  argue 
about  sales,  that  book  value  is  hard  to 
fake.  The  problem  is  that  P/B  works  best 
for  hard  assets  like  factories  and  equip- 
ment, says  Charles  Mulford,  accounting 
professor  at  Georgia  Tech  College  of 
Management.  Book  value  falls  short  for 
high-tech  firms,  whose  assets  tend  to  be 
intangibles  like  research  and  develop- 
ment. Ditto  for  consumer  products  com- 
panies such  as  Coca-Cola  and  their 
precious  brands.  As  for  the  success  of  P/B 
in  O'Shaughnessy's  look-back  study,  it's 
quite  possible  that  price/book  would 
have  worked  well  beginning  in  1951, 
when  assets  were  measured  in  smoke- 
stacks, but  won't  work  in  this  century, 
when  they  are  measured  in  lines  of  code. 

One  seeming  weakness  in  the  P/S  cal- 
culation is  that  it  ignores  debt.  Take  two 
companies,  each  with  $  1  billion  in  sales, 
one  that  has  a  market  value  of  $1  billion 
and  no  debt,  the  other  that  has  $100  mil- 
lion of  stock  and  $900  million  of  bonds 
outstanding.  To  an  acquirer  the  price  tag 
on  either  is  $1  billion— the  so-called 
enterprise  value.  To  a  fan  of  raw  P/S 
ratios,  however,  the  debt-laden  company 
seems  to  be  ten  times  as  cheap  as  the 
other  one.  Why  doesn't  O'Shaughnessy 
use  enterprise  value  instead  of  market 
value  in  his  numerator?  He  tested  it,  and 
it  did  worse  than  the  other  three  metrics. 


For  O'Shaughnessy,  the  key  to  getting 
good  results  is  discipline,  especially  dur- 
ing manic  stretches  like  the  late  1990s, 
when  people  clutching  low  P/S  stocks 
seemed  to  have  "loser"  stamped  on  their 
T  shirts.  In  1999,  as  the  technology- dom- 
inated Nasdaq  index  soared  86%,  the  low 
P/S  portfolio  was  up  a  measly  3.2%. 

O'Shaughnessy's  method  can  lead  in 
some  unpredictable  directions.  After  the 
dot-com  collapse  in  2001,  for  example,  his 
screens  picked  up  a  collection  of  steel  com- 
panies such  as  Cleveland-Cliffs,  Metals  USA, 
Oregon  Steel  Mills  and  Quanex.  "We 
scratched  our  heads,"  he  recalls. 

He  bought  them  anyway,  just  in  time 
to  catch  a  Chinese-driven  boom  and  a  slew 
of  acquisitions  by  foreign  steelmakers  like 
India's  Mittal  Steel.  Many  doubled  in  price 
between  2002  and  2005.  He  caught  a  sim- 
ilar wave  when  he  bought  Nortel  Networks, 
a  stock  he'd  avoided  during  the  telecom 
bubble.  He  got  it  in  January  2003  at  $2,  or 
0.73  times  sales;  he  sold  it  for  a  76%  profit 
1 1  months  later. 

His  portfolio  nowadays  is  an  oddball 
collection  that  includes  Casella  Waste 
Systems,  trading  below  one  times  revenue 
as  earnings  recover  from  two  quarters  of 
losses  earlier  this  year,  and  GameStop, 
whose  shares  have  rallied  on  rising  sales  and 
an  expanding  store  network. 

Why  the  favoritism  for  small  stocks? 
Haven't  they  already  had  a  good  run 
recentiy?  Yes,  but  over  the  past  20  years 
their  returns  are  just  moving  back  to  even 
with  those  of  large-company  stocks.  Over 
the  past  century  small  companies  have 
beaten  big  ones.  If  things  return  to  pattern, 
O'Shaughnessy  says,  small  stocks  will  do 
well  over  the  next  20  years.  F 


lRNINGS 


These  five  look  good  to  James  O'Shaughnessy.  Their  revenue  is  on  the  march,  but  their  earnings  haven't  caught  up.  So  they  look 
expensive  in  price/earnings  terms,  far  exceeding  the  S&P  500's  P/E  of  18.  By  price/sales,  they're  cheap — less  than  1.5  (S&P  average). 


PRICE 


LATEST 


COMPANY 

RECENT 

52-WEEK 
HIGH 

PRICE/ 
SALES 

12-MO 
P/E 

COMMENT 

1 -800-FLOWERS.COM 

$10.92 

$13.42 

0.7 

39 

fast-growing  gift  retailer  moving  beyond  flowers 

CASELLA  WASTE  SYSTEMS 

14.81 

15.91 

0.7 

NM 

East  Coast  waste  hauler  recovering  from  '06  loss 

GAMESTOP 

52.00 

60.80 

1.3 

44 

computer-game  retailer  growing  fast,  getting  pricey 

GEO  GROUP 

25.20 

32.93 

1.1 

29 

private  prison  operator;  sales,  profit  margin  increasing 

PRis^  'ART 

29.97 

32.01 

1.1 

54 

overseas  warehouse  stores;  sales  rising  rapidly 

Prices  as  of  Nc 


Not  me  -ingful.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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illianz  is  ready  to  help  you  find  the  answers.  We  otter  quality  investment  strategies  arounc 
.he  world  that  help  you  reach  your  goals.  Reliable  insurance  products  to  protect  your 
property.  And  dependable  retirement  plans  to  help  you  look  forward  to  anything  but  worry. 
As  a  leading  Fortune  Global  500®  company,  Allianz  gives  you  the  confidence  you  need, 
whatever  your  moment,  www.allianz.com/confident 


illianz.  Financial  solutions  from  A-Z 
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Allianz  is  a  registered  trademark  of  Allianz  SE,  Germany.  Allianz  SE  is  the  parent  company  of  entities  around  the  world  such  as  ACF,  Allianz  Global 
Investors  and  Dresdner  Bank.  The  range  of  services  in  different  markets  may  vary.  ©2007  Allianz  SE 
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Have 
A  Plan 


THESE  DAYS  EVEN 
COCKSURE  BABY 
BOOMERS  ARE  LOOKING 
FOR  RETIREMENT 
ADVICE.  HOW  TO 
FIND  THE  BEST 
BLUEPRINT  FOR  YOU. 
BY  SOYOUNG  HO 


IN  1999  JOHN  HARRY  JORGENSON 
began  planning  for  retirement  from  his 
job  as  a  Federal  Reserve  Board  lawyer. 
First  he  tried  free  online  programs.  Then 
he  bought  ESPlanner,  a  software  program 
designed  by  an  economics  professor.  He 
found  it  helpful  but  wanted  more  assurance. 
So  Jorgenson,  now  62,  and  his  wife,  Patri- 
cia Johnson,  now  60,  paid  a  planner  $700 
to  do  a  second  set  of  calculations.  Then  they 
used  a  free  consultation  offered  by  TIAA- 
CREF,  which  administered  the  plan  at  the 
nonprofit  where  she  worked. 

All  three  calculations  showed  Jor- 
genson could  afford  to  retire  sooner 
rather  than  later.  He  left  his  full-time  job 
in  2001  but  continued  to  work  in  part- 
time  and  temporary  positions  until  the 
end  of  2005.  During  those  years  the 
Washington,  D.C.  couple  spent  only 
what  theyd  budgeted  for  retirement— a 
further,  real-life  test  of  their  plan.  Today 
they  report  themselves  shorter  on  time 
than  money,  what  with  travel,  courses  at 
museums  and  universities  and  attend- 
ing opera  and  pro  baseball  games.  "I  felt 
better  after  doing  all  that  planning,"  Jor- 
genson says. 

With  the  first  of  78  million  baby 
boomers  turning  62  next  year,  millions 
of  folks— including  well-educated  do- 
it-yourselfers  like  Jorgenson  and  John- 
son— are  looking  for  retirement  advice. 


And  there's  no  shortage  of  supposed 
experts  eager  to  provide  it. 

The  Financial  Industry  Regulatory 
Authority  lists  15  planning  "certifications" 
with  "retirement"  or  "senior"  in  them.  Some 
require  only  a  few  days  of  study  and  are 
mainly  credential-dressing  for  salesmen 
hawking  annuities,  insurance  or  stocks. 

So  be  skeptical,  but  don't  let  it  keep  you 
from  getting  help— whether  it  be  a  one- 
time retirement  checkup,  specialized  tax 
and  estate  advice,  or  continued  hand-hold- 
ing from  a  pro.  Here  are  some  options: 

HIRING  A  PLANNER 

IF  YOU  WANT  ADVICE  DELIVERED  IN 
person,  consider  a  fee-only  planner, 
meaning  one  who  charges  either  an 
hourly  rate  or  a  flat  rate,  as  opposed  to 
one  who  lives  off  sales  commissions. 
Hourly  rates  usually  fall  between  $100 
and  $400  an  hour.  Fixed  fees  range  from 
$500  to  $5,000.  For  $500  you'll  likely  get 
little  more  than  a  computer-generated 


John  Jorgenson  and  Patricia  Johnson:  a  well-tended  retirement 

income  projection  or  asset  allocation 
plan,  plus  a  meeting  to  discuss  it.  A  more 
comprehensive  plan  would  include  both 
of  those,  a  review  of  your  estate  plan,  tax 
pointers  and  an  analysis  of  the  insurance, 
if  any,  you  need.  Should  you  decide  to 
retain  the  planner  on  a  continuing  basis, 
any  upfront  plan  fee  might  be  applied 
toward  your  first  year's  bill;  pin  this  down 
in  advance. 


Who  hires  a  planner  long  term? 
Through  the  years  Robert  Ciske,  68,  was 
too  busy  running  three  Wisconsin  car 
washes  to  manage  his  own  investments. 
He  relied  on  commissioned  stockbrokers 
whose  performance,  he  says,  "wasn't  too 
bad."  But  in  2003  he  and  his  wife,  Judy, 
now  65,  who  retired  this  October  from 
her  job  as  a  clinic  manager,  got  serious 
about  retirement  planning  and  decided 
they  wanted  more  personalized  advice. 

On  a  fishing  trip  Ciske  met  Ty  A. 
Bernicke,  a  certified  financial  planner 
with  an  Eau  Claire,  Wis.  firm  started  by 
his  CPA  father — a  firm  Ciske  had  heard 
good  things  about.  After  two  preliminary 
meetings  the  Ciskes  hired  the  son  and 
pay  1%  a  year  of  their  assets  (nearly  $1 
million)  under  management.  The  1% 
doesn't  cover  trading  fees  or  fees  within 
the  mutual  funds  Bernicke  recommends 
but  does  include  tax  and  financial  plan- 
ning, as  well  as  portfolio  management. 
Outside  of  fishing  trips  and  personal 
referrals,  how  can  you 
find  an  adviser?  The  Na- 
tional Association  of  Per- 
sonal Financial  Advisors 
lists  1,700  planners  who 
work  only  on  a  fee  basis. 
Another  group,  the  Finan- 
cial Planning  Association, 
offers  referrals  to  CFPs,  re- 
gardless of  whether  they 
take  sales  commissions 
(which  most  do).  Some 
planners  will  credit  sales 
commissions  they  get 
against  their  fee.  Others 
won't.  Ask 

"Every  CFP  worth  his 
or  her  salt  will  give  the 
client  a  no-obligation  ini- 
tial interview,  to  talk  about 
their  goals  and  objectives," 
says  Lewis  Walker,  a  Nor- 
cross,  Ga.  CFP  who's  been  in  the  business 
for  three  decades.  "If  the  conversation  shifts 
immediately  to  products,  you  are  not  talk- 
ing to  the  right  person." 

The  CFP  designation  is  no  guarantee 
of  competence  or  honesty,  but  it's  worth  a 
bit  more  than  some  other  credentials. 
There  are  56,200  CFPs;  all  have  passed  a 
ten-hour  exam  with  a  pass  rate  around 
60%.  Exam  candidates  must  have  a  bach- 
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Save  at  Hyatt  Hotels  &  Resorts  and  many  other  places  you  do  business.  Automatically. 

All  the  style  and  sophistication  of  Hyatt  also  comes  with  3%  savings.  Just  pay  with  the  American  Express® 
Business  Card.  Save  on  guestroom  charges,  Hyatt  dining  and  more.  And  not  just  at  Hyatt  —  you  can  save 
on  things  from  shipping  to  rental  cars.  No  codes.  No  coupons.  All  you  ever  have  to  do  is  use  the  Card. 
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GETS  YOU  AUTOMATIC  SAVINGS  AT  HYATT. 
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FOR  RESERVATIONS  CALL  800.233.1234  OR  VISIT  0PEN.HYAn.COM 
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FOR  BUSINESS 


PEN  Savings®:  Payment  must  be  made  with  an  American  Express®  Business  Card  at  the  time  of  purchase;  savings  will  be  credited  to  your  account.  Participation  and  offers  are  subject  to  change  without  notice.  For 
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elor's  degree,  three  years  of  experience  j 
and  complete  a  CFP  Board-registered  | 
education  program— or  have  earned  one 
of  an  alphabet  soup  of  other  credentials. 

Those  include  a  CPA;  a  Ph.D.  in  busi- 
ness or  economics;  a  law  degree;  or  a 
Chartered  Financial  Analyst,  Chartered 
Life  Underwriter  or  Chartered  Financial 
Consultant  designation.  While  tradition- 
ally most  CFPs  have  worked  outside  of 
big  firms,  Smith  Barney  and  Merrill 
Lynch  are  now  encouraging  their  own 
brokers  to  earn  CFP  credentials,  too. 

You  can  run  a  planner's  name 
through  the  CFPs'  Web  site  and  find  out  if 
he  or  she  has  been  "publicly  disciplined" 
by  the  accrediting  organization.  But  that 
won't  alert  you  to  complaints  that  didn't 
lead  to  discipline,  and  the  group  can't  do 
anything  but  take  away  the  CFP  mark. 
There  is  often  better  information  avail- 
able: Any  investment  advisory  firm  that 
has  discretion  over  $25  million  or  more 
can  be  checked  out  at  the  Securities  & 
Exchange  Commission's  Web  site.  Individ- 
ual brokers'  histories — including  customer 
complaints  and  records  of  bankruptcies — 
are  online  at  www.finra.org.  Records  on 
insurance  salesmen  can  be  found  on  state 
regulators'  Web  sites. 

SPECIALIZED  ADVICE 

IF  YOU'RE  SELLING  A  BUSINESS,  NEED  AN 
estate  plan  or  want  tax-sawy  advice,  con- 
sider hiring  a  CPA,  lawyer  or  planner  who 
works  with  those  specialists.  Among 
today's  tricky  tax  issues:  deciding 
whether  to  roll  over  employer  stock  in 
your  401  (k)  into  an  individual  retirement 
account  or  cash  it  out  and  pay  the  lower 
capital  gains  rate;  deciding  which  type  of 
retirement  account  to  dip  into  first;  and 
planning  for  rollovers  of  regular  IRAs  to 
Roth  IRAs. 

While  you  don't  need  a  planner  who 
carries  a  "retirement"  certification— 
which,  in  fact,  could  be  a  substitute  for  a 
more  meaningful  one— tax  and  other 
rules  surrounding  retirement  accounts 
have  gotten  so  complicated  that  it  pays  to 
look  for  one  who  serves  a  retirement-age 
clientele.  One  example  of  the  questions 
they  can  answer:  If  you  are  offered  a 


lump  sum  in  lieu  of  a  monthly  pension, 
should  you  take  it?  The  answer  depends, 
'among  other  things,  on  interest  rates  and 
your  health. 

YOUR  FUND  COMPANY 

IF  YOU  WANT  A  ONE-TIME  PRERETIREMENT 
reality  check  or  an  asset  allocation  "plan, 
look  into  what's  offered  by  the  mutual  fund 
company  where  you  keep  your  IRA  or 
taxable  investments.  Some  provide 
individual  plans,  at  a  modest  price  or  free, 
depending  on  how  much  you  keep  there. 
Vanguard  Group  charges  $1,000  for  a  plan 
if  you  have  less  than  $100,000  invested  with 
it,  $250  if  you  have  $100,000  to  $500,000, 
and  nothing  if  you  have  more.  You  answer 
an  extensive  online  questionnaire  on  your 
background,  finances  and  risk  tolerance,  get 
back  a  12-page  report  and  then  discuss  it 
by  phone  with  a  salaried  Vanguard  em- 
ployee who's  also  a  CFP. 

T.  Rowe  Price  offers  an  asset  allocation 
plan  for  $250,  or  free  if  you  keep  $500,000 
or  more  in  assets  with  it  or  are  transferring 
$100,000  in  funds  to  the  firm.  The  phone 
conversation  is  with  a  counselor,  not  a  CFP 
as  at  Vanguard,  and  not  as  many  issues  are 
covered. 

Both  services  work  best  if  you  keep 
substantially  all  of  your  funds  with  that 
firm;  in  analyzing  your  current  asset  allo- 
cation Vanguard  and  T.  Rowe  will  consider 
your  outside  investments,  but  neither  will 
make  recommendations  to  purchase  other 
than  their  own  funds.  This  year  Vanguard 
began  offering  the  "integrated"  portfolio 
option:  It  attempts  to  build  your  Vanguard 
asset  allocation  around  what  you've  got  else- 
where, assuming  you  can't  or  don't  want  to 
sell  those  other  assets. 

YOUR  WORKPLACE 

THE  3.2  MILLION  EMPLOYEES  OF  COLLEGES, 
hospitals  and  other  not-for-profits  whose 
retirement  plans  are  managed  by  TIAA- 
CREF  generally  have  access  to  the  most  ex- 
tensive personalized  workplace  advice.  In 
2005  TIAA-CREF  expanded  its  free  individ- 
ual counseling;  all  600  planners  now  on 
staff  have  at  least  seven  years  of  experience 
in  financial  services  and  have  gone  through 
a  ten-month  training  program.  Workers 
can  request  "early/ mid-career  accumula- 
tion" or  "preretiree  transition"  sessions  at 
any  time  and  sign  up  for  "retiree"  advice 


one  year  before  the  big  date.  "Even  the  most 
competent  people  are  very  nervous  at  this 
point,"  observes  Maliz  Beams,  TIAA-CREF 
executive  vice  president  for  individual 
client  services.  These  sit-downs  can  last  as 
long  as  five  hours  and  cover  general  tax  and 
estate  planning  advice  as  well  as  a  specific, 
written  asset-allocation  plan. 

Meanwhile,  as  for-profit  businesses 
shift  from  traditional  pensions  into 
401  (k)  schemes  that  put  the  investment 
management  burden  on  workers,  they, 
too,  are  beginning  to  offer  more  advice. 
Mostly,  this  takes  the  form  of  group  sem- 
inars, workshops  and  online  planning 
tools  (except  for  top  executives  who  get 
personal  financial  planning  as  a  perk). 
But  these  offerings  are  getting  more 
sophisticated  and  useful,  particularly 
when  it  comes  to  asset  allocation. 

For  example,  Fidelity  Investments,  the 
largest  administrator  of  401(k)  assets,  has 
updated  its  online  tools,  offered  free.  You 
can  link  in  your  non-Fidelity  holdings, 
and  they'll  be  included  in  calculations  of 
whether  you  are  saving  enough  and 
analysis  of  whether  your  current  portfo- 
lio allocation  is  appropriate.  Also  free  of 
charge,  you  can  call  a  Fidelity  rep  (many 
but  not  all  are  CFPs)  to  discuss  the  results. 

More  employers,  encouraged  by 
new  federal  rules,  are  offering 
employees  "managed  accounts"  for 
their  401(k)s.  Financial  Engines,  the 
leading  provider  of  these,  charges 
0.15%  to  0.6%  of  assets  a  year,  on  top 
of  mutual  fund  fees,  to  pick  funds  for 
you  based  on  your  assets,  age  and  risk 
tolerance.  So  far  200,000  workers  at  200 
companies  use  the  service. 

SOFTWARE  OPTIONS 

ESPLANNER,  SOLD  ONLINE  FOR  $149,  IS 
an  elaborate  program  that  aims  to  help 
you  decide  the  best  amount  to  save,  and 
how  much  insurance  to  buy,  to  maximize 
your  family's  consumption  over  your 
entire  life. 

Brentmark  Software  offers  several 
programs  (from  $249  to  $595)  that  can 
be  used  to  compare  different  strategies 
for  timing  distributions  from  IRAs,  Roth 
IRAs  and  Roth  401(k)s,  taking  into 
account  federal  and  state  estate  and 
income  taxes.  Mostly,  the  software  is 
bought  by  CPAs  and  planning  pros.  F 
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BROADENING  PERSPECTIVES 


peopie  who  want 
to  expand  their 
investment  options 


people  who  want 
to  expand 
their  horizons 


If  you  wanl  to  optimize  the  numbers  in  your  investment  portfolio  -  and  maximize  the  number  of  stamps  in  your 
passport  -  Northern  Trust  will  help  get  you  there.  Our  investment  approach  starts  with  strategic  asset  allocation  and 
includes  multifaceted  solutions  such  as  alternative  investments,  enhanced  indexing  and  multi-manager  programs. 
As  one  of  the  world's  largest  asset  managers,  our  clients  look  to  us  to  deliver  a  comprehensive  investment  program 
that  drives  their  overall  financial  plan.  So  you  can  expand  your  portfolio  as  well  as  your  horizons.  To  learn  more  about 
our  investment  solutions,  call  866-803-5857  or  visit  northerntrust.com. 
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Small  Is 
Bountiful 


THESE  NOW  OBSCURE 
SMALL  TECH  FIRMS  HAVE 
BIG  POTENTIAL.  ALL 
THEY  NEED  ARE  SOME 
DECENT  EARNINGS. 
BY  ERIKA  BROWN 


TECH  IS  BACK,  ALL  RIGHT.  EVEN  IN 
this  choppy  market  the  technology- 
heavy  Nasdaq  composite  leads  other 
market  indexes  nicely.  But  the  way  to  make 
money  on  tech  stocks  is  to  find  the  small 
ones  with  the  big  futures. 

One  investment  firm  is  very  well 
equipped  to  spot  these:  San  Francisco's 
Thomas  VVeisel  Partners.  This  nine-year- 
old  investment  bank,  founded  by  Silicon 
Valley  finance  icon  Thomas  Weisel,  has 
completed  700  transactions  worth  more 
than  $200  billion  in  its  young  life. 
Notable  2007  deals:  the  public  offerings 
of  MetroPCS  and  Data  Domain,  as  well  as 
Level  3  Communications'  $1.4  billion 
acquisition  of  optical  networker  Broad- 
wing and  the  $140  million  sale  of  speech 
software  maker  BeVocal  to  Nuance 
Communications. 


Weisel  analysts  came  up  with  a  list  of 
their  favorite  unsung  tech  stocks— each 
with  less  than  a  $2  billion  market  cap  and 
covered  by  very  few  on  Wall  Street  (see 
table).  They  all  are  or  have  been  Weisel 
clients,  yet  the  firm's  analysts  were  very 
forthcoming  about  the  risks  involved. 
Let's  face  it:  A  company's  stunning  inno- 
vation today  can  be  obsolete  tomorrow. 

Many  of  them  have  high  price/earnings 
ratios.  Sapient's  earnings  are  minuscule 
($6  million  in  2007  through  September),  so 
its  multiple  is  astronomical.  Advanced 
Analogic  Technologies  and  Salary.com  are 
losing  money.  However,  they  all  boast  sales 
expanding  at  a  double-digit  clip.  Weisel 
analysts  expect  Salary.com's  top  line  to 
begin  exploding  at  40%  annually  for  the 
next  few  years. 

Jason  Ader,  Thomas  Weisel's 
resident  communications  ex- 
pert, has  been  covering  equip- 
ment giants  such  as  Cisco  and 
Juniper  for  ten  years.  The  first 
thing  he  looks  for  when 
selecting  new  stocks  is  strong 
technology.  Following  that,  the 
business  must  address  a  critical 
industry  trend.  He  says  he 
looks  for  "pressure  points." 

Arris  Group  makes  switches  used  by 
cable  operators,  which  are  enduring 
intense  competition  from  satellite 
providers  on  price  and  telephone  compa- 
nies on  offers  for  combo  deals  that 
deliver  voice,  video  and  Internet  access. 
Pressure  points,  that  is. 

Cable  guys  can  gain  an  advantage  by 
delivering  more  speed.  Newfangled 


videogames,  high-definition  televisions 
and  Internet  videos  consume  gobs  of 
bandwidth.  Arris'  switches  help  cable 
companies  deliver  that  bandwidth  faster 
and  more  cheaply  than  before.  Instead  of 
sending  all  the  video  signals  of  hundreds 
of  possible  channels  to  every  house,  all  at 
once,  Arris'  products  let  cable  providers 
send  signals  from  only  requested  chan- 
nels, freeing  up  bandwidth.  Comcast  is  a 
customer. 

Analyst  David  Grossman  is  a  fan  of 
companies  that  ride  the  outsourcing  trend, 
like  Sapient.  It  takes  in  infotech  work,  in 
both  the  U.S.  and  India,  for  the  financial 
services,  communications  and  energy  in- 
dustries. A  budding  trend  toward  Internet 
marketing  represents  a  new  area  for  future 
growth  at  Sapient.  The  caution  here:  Sapi- 
ent faces  tough  competition 
from  Indian  outsourcing  stal- 
warts like  Tata  Consultancy. 

Thomas  Roderick,  Weisel's 
expert  on  application  soft- 
ware, suggests  you  consider 
Salary.com.  This  company 
provides  its  subscribers — small 
and  medium-size  businesses — 
with  the  software  to  keep  track 
of  payrolls.  Plus,  it  has  compiled  a  data- 
base on  base,  bonus  and  incentive  pay  for 
75%  of  the  job  titles  in  the  U.S. 

Like  the  iPhone,  but  don't  want  to 
pay  a  premium  for  Apple  shares?  Con- 
sider Synchronoss  Technologies.  It  man- 
ages the  behind-the-scenes  processes  at 
the  telephone  companies  when  con- 
sumers buy  and  activate  new  cell  phones 
and  other  services.  F 


GREAT  EXPECTATIONS 


These  relatively  unknown  small-capitalization  tech  stocks  have  big  revenue  growth,  or  soon  will. 


PRICE 

LATEST 

3-YR  ANNUAL 

52-WEEK 

12-MO 

GROWTH 

COMPANY  BUSINESS 

RECENT 

HIGH 

P/E 

SALES  PER  SHARE 

ADVANCED  ANALOGIC  TECHNOLOGIES  power  chips  for  gadgets 

$10.28 

$13.08 

NM 

54% 

ARRIS  GROUP  cable  switches 

9.75 

17.89 

7 

15 

DEALERTRACK  HOLDINGS  software  for  car  dealers 

41.77 

50.37 

79 

62 

EXLSERVICE  HOLDINGS  business  process  outsourcing 

22.85 

29.24 

28 

52 

02MKRO  INTERNATIONAL  chips  for  mobile  devices 

13.27 

18.00  • 

27 

12 

SALARY.COM  HR  data  and  software 

12.92 

16.32 

NM 

53 

SAPIENT  IT  outsourcing 

7.21 

8.26 

NM 

28 

SYNCHRONOSS  TECHNOLOGIES  phone  provisioning 

30.04 

48.03 

46 

14 

Prices  as  of  Nov.  12  NM:  Not  meaningful.  Sources:  Thomas  Weisel;  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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Dividend  Mania 


GET  ALL  THE  MILEAGE  YOU  CAN  OUT  OF  THAT 
FAVORABLE  15%  RATE  ON  DIVIDENDS— HARVEST  SIX 
QUARTERLY  DIVIDENDS  PER  YEAR.  THE  CRAFTY  SOULS 
AT  ALPINE  WOODS  SHOW  HOW  BY  DANIEL  FISHER 


CONGRESS  SLASHED  THE  TAX 
rate  on  dividends  four  years 
ago,  yet  the  dividend  yield  on 
the  S&P  500  remains  a  stingy  1.75%. 
Investors  who  want  to  wring  more  cash 
out  of  their  portfolios  have  to  either  sell 
shares,  buy  inflation-sensitive  bonds — 
or  copy  the  strategy  used  by  the  Alpine 
Dynamic  Dividend  Fund. 

Dynamic  Dividend  portfolio  mana- 
gers Jill  K.  Evans  and  Kevin  Shacknofsky 
pull  seven  times  the  S&P's  yield  out  of 
stocks  with  a  simple,  if  labor-intensive, 
trick.  Instead  of  accepting  four  quarterly 
dividends  each  year,  they  take  six. 

This  trick  involves  finding  pairs  of 
stocks  in  the  same  industry  with  roughly 
the  same  yield.  You  want  to  find  ones 
whose  payout  dates  are  far  enough  apart 
to  allow  you  to  swap  them  so  you  can  cap- 
ture their  dividends.  That  requires  deft 
maneuvering  around  the  ex-dividend 
date,  the  division  point  that  determines 
whether  a  payout  goes  to  the  previous 
owner  of  a  share  or  the  new  one. 

You  have  to  be  careful  because  the  tax 
law  aims  to  discourage  people  from 
stripping  out  a  dividend  and  then  selling 
the  depleted  shares.  Suppose  a  $100  stock 
is  about  to  pay  a  $1  dividend.  On  the  day 
it  goes  ex,  it  will  (putting  aside  market 
volatility)  fall  in  price  to  $99.  If  you  could, 
you  might  buy  the  stock  just  before,  claim 
the  low-taxed  dollar  and  sell  the  share 
afterward  for  a  $1  short-term  capital  loss. 
That  capital  loss  could  be  used  to  offset 
high-taxed  short-term  gains.  To  prevent 
such  mischief,  Congress  has  imposed  a 
minimum  holding  period.  In  order  to 
qualify  for  the  15%  rate  on  the  payout, 
you  have  to  hold  a  position  for  a  mini- 
mum of  6 1  days. 


Last  year  one  could  have  bought 
Progress  Energy  in  January  and  held  it 
until  early  April,  just  long  enough  to 
grab  two  dividends,  with  ex-dividend 
dates  of  Jan.  10  and  Apr.  10.  Then  one 
could  have  swapped  into  Southern  Co., 
a  similar  southern  public  utility,  for  61 
days  to  grab  another  dividend  (May  1), 
then  go  back  to  Progress  for  two  more 
dividends  (July  10  and  Oct.  10)  and  re- 
turn to  Southern  for  one  more  (Nov.  6). 
Result:  a  7.8%  dividend  yield  from 
two  stocks  with  stand-alone  yields  of 
around  5%. 

You  want  a  stock  that  is  funda- 
mentally solid,  not  one  whose  high  divi- 
dend is  the  only  thing  holding  it  up.  No 
use  capturing  a  10%  dividend  from  a 
stock  that  promptly  loses  half  its  value. 


The  reason  you  want  pairings  in  the  same 
industry  is  (you  hope)  that  the  duos  price 
fluctuations  will  not  be  wildly  different. 

"We  don't  chase  dividends;  we  buy 
great  companies,"  insists  Evans,  who 
joined  fund  parent  Alpine  Woods  Capi- 
tal Investors  in  2003  when  it  was  created. 

Downside:  Any  profits  you  book 
from  trading  the  stocks,  of  course,  will 
be  taxed  at  ordinary  rates  of  up  to  35% 
because  they  were  held  for  less  than  a 
year.  A  full  year  of  owning  lets  you  pay 
just  a  15%  levy  on  capital  gains.  But  then 
you're  not  following  this  strategy  to 
benefit  from  stock  appreciation. 

What  about  trading  costs?  Focus  on 
large,  hence  highly  liquid,  stocks,  the 
managers  recommend.  At  a  discount 
broker  like  Charles  Schwab  or  Scottrade, 
you  pay  a  commission  of  approximately 
$10  per  trade.  A  round-trip  $5,000  trade, 
costing  $20,  slices  40  basis  points  (0.4%) 
off  your  position.  Go  for  $50,000  and 
you've  got  this  part  of  your  trading  cost 
down  to  0.04%.  The  other  cost  of  trad- 
ing, the  tendency  of  prices  to  get  pushed 
away  by  your  orders,  is  hard  to  quantify 
but  is  probably  a  multiple  of  the  com- 
mission cost. 

With  Alpine's  help  we've  compiled  a 
list  of  pairings  to  help  you  pursue  this 
dividend  strategy  (see  top  table,  opposite). 
Alpine  is  the  creation  of  Stephen 
Lieber,  82,  who  founded  the 
Evergreen  mutual  fund  fam- 
ily in  1971  and  sold  it  to  First 
Union  (now  Wachovia)  for 
$150  million  in  1993.  Lieber 
and  the  new  owners  eventu- 
ally disagreed  about  the 
potential  for  a  real  estate 
fund  run  by  Lieber's  son, 
Samuel,  so  in  the  late  1990s 
they  left  with  $400  million 
in  assets. 

That  was  just  in  time  for 
Congress  to  lower  the  tax 
on  dividends.  Lieber,  who 
built  Evergreen  on  research 
showing  the  importance  of 
dividends  to  total  returns, 
instantly  grasped  the  op- 
portunity. "It  was  the  most 

Alpine's  Jill  Evans  and  Kevin 
Shacknofsky  use  a  simple,  if 
labor-intensive,  trick. 
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PAYOUT  PAIRINGS 

By  shuttling  between  these  matched  duos,  buying  and  sell- 
ing by  ex-dividend  dates,  you  can  score  additional  income. 


YIELD 

PRIfF 
rnivt 

pit 

nc 

JPM ORGAN  CHASE 

3.5% 

$43.98 

11 

CITIGROUP 

5.7 

33.57 

10 

PROGRESS  ENERGY 

5.2 

47.11 

15 

SOUTHERN  CO 

4.5 

36.01 

16 

DOW  CHEMICAL 

3.8 

40.86 

12 

El  DUPONT  DE  NEMOURS 

3.4 

48.81 

13 

MERCK 

2.7 

55.99 

23 

PFIZER 

4.9 

23.02 

24 

AT&T 

3.5 

38.65 

21 

VERIZON 

3.9 

42.80 

22 

Three  stocks  pay  an  extra  ("special")  payout,  like  Man's  10 
cents  per  share,  if  you  sign  up  by  their  ex-dividend  dates. 


SPECIAL  DIVIDENDS 
MAN  GROUP 


DIVIDEND  ($) 

S0.16 


EX-DATE 

11/28/07 


PRICE 

$11.22 


P/E 

15 


PROSAFE 


0.68 


year-end 


17.93  31 


TEMPLE-INLAND 


10.25 


year-end 


46.67  21 


Prices  as  of  Nov.  12.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 


significant  tax  break  for  investors  in 
history,"  he  says.  Dynamic  Dividend 
was  launched  in  late  2003. 

Dynamic  Dividend,  with  $1.4  billion 
in  assets,  has  generated  an  average 
annual  return  of  16.5%  in  its  three  years 
and  threw  off  13%  in  yearly  dividends, 
all  of  it  in  tax-advantaged  (15%)  quali- 
fied dividends. 

Some  dividends  aren't  eligible  for 
the  reduced  15%  rate — those  from  some 
foreign  companies,  for  example,  or  any 
real  estate  investment  trust,  which  pay 
no  corporate  tax. 

Evans  and  Shacknofsky  can't  depend 
on  traditionally  good  dividend  payers, 
which  are  not  what  they  used  to  be. 
They  are  lukewarm  about  utilities,  which 
represent  less  than  3%  of  their  fund's 
assets.  Utilities  have  had  a  good  run-up, 
so  yields  have  dropped  to  2%  or  3%, 
Shacknofsky  says. 

A  riskier  part  of  the  dividend-swap 
strategy  is  to  buy  foreign  stocks,  which 
tend  to  pay  higher  dividends  than  U.S. 
issues.  Average  yields  in  Europe  range 
from  2.5%  in  Germany  to  as  high  as  3.9% 
in  Italy,  although  Evans  acknowledges 


some  yields  are  higher 
"because  people  think 
their  accounting  is 
suspect." 

Among  her  fa- 
vorite foreign  stocks 
are  JM,  a  Swedish 
home  builder  with  a 
3.6%  yield,  and  Kelda 
Group,  which  owns 
water  systems  in  the 
U.K.  Kelda  paid  out  a 
43-cent  special  divi- 
dend and  a  $4  return 
on  capital  in  June  on 
each  of  its  $18  shares 
after  selling  its  U.S. 
operations. 

The  final  part  of 
Alpine's  strategy  is 
scooping  up  special 
dividends.  Sometimes 
you  get  a  dud.  Micro- 
soft paid  out  an  extra 
$3.08  a  share  in  2004, 
but  the  stock  sank  by 
that  amount  on  ex- 
dividend  day  and  has 
underperformed  the  market  since.  But 
chemical  producer  Ashland  paid  out 
$10.20  on  a  $67  stock  in  September 
2006.  The  stock  recovered  to  its  pre- 
dividend  price  by  early  October  of  this 
year  but  since  has  fallen  to  $51  on  lower 
earnings  and  concerns  about  a  construc- 
tion slowdown. 

One  upcoming  special  dividend  is 
from  Temple-Inland,  a  forest  products 
company  that,  under  pressure  from 
corporate  raider  Carl  Icahn,  recently 
announced  plans  to  sell  1  million  acres 
of  timberland,  much  of  it  near  rapidly 
growing  Atlanta,  for  $2.4  billion.  If  you 
are  a  shareholder  by  the  end  of  the  year, 
you  get  $10.25  on  each  share,  now  trad- 
ing at  $47.  Another  special  dividend 
coming  up  is  from  Norwegian  drilling 
operator  Prosafe  (see  bottom  table). 

The  allure  of  Alpine's  strategy  will 
fade  for  taxable  accounts  if  Congress 
lets  the  15%  dividend  tax  rate  expire 
at  the  end  of  2010.  The  Alpine  mana- 
gers concede  that  this  is  likely.  At  that 
point  you'd  do  better  to  tuck  your  big 
dividend  payers  into  a  tax-deferred 
account.  F 
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Nail-Biter  Securities 


YOU  WANT  THE  POTENTIAL  FOR  CAPITAL 
GAINS  BUT  SOME  PROTECTION  IF  THE  STOCK 
MARKET  FALLS  APART.  CONVERTIBLES 
ARE  FOR  YOU— PROVIDED  YOU  KNOW  THERE'S 
NO  FREE  LUNCH.  BY  PETER  C.  BELLER 


WILL  THE  U.S.  ENTER  RECES- 
sion  or  shrug  off  its  mort- 
gage worries  and  resume  its 
bull  run?  You  don't  know,  but  maybe 
you  want  to  have  it  both  ways.  You  want 
an  investment  that  will  hold  up  in  a 
recession  but  will  allow  you  to  ride  a 
bull  market.  That  investment  is  a  con- 
vertible bond  or  preferred. 

If  this  sounds  too  good  to  be  true, 
look  more  closely.  Convertibles  are  not 
some  magic  way  to  beat  the  stock  market. 
They  are,  rather,  a  stock-fixed  income 
hybrid,  combining  some  of  the  features 
of  each.  A  batch  of  convertibles  is  rather 
like  a  balanced  portfolio,  that  is,  mixing 
common  stocks,  bonds,  preferreds. 

Joseph  Brennan,  Vanguard's  head  of 
portfolio  review,  sums  up  the  ideal  con- 
vertible investor:  "If  you're  worried  at  all 
about  the  equity  market  but  you  still  want 
to  invest  in  it." 

A  convertible  security  is  one  that 
pays  a  fixed  coupon  or  dividend  and  can 
be  converted  (at  the  option  of  the  holder) 


into  a  certain  number  of  common  shares 
of  the  issuer.  General  Motors,  for  exam- 
ple, has  a  convertible  preferred  with  a 
$1.56  annual  dividend  and  a  par  value 
of  $25.  This  security  trades  at  $22.45.  It 
can  be  converted  at  any  time  into  0.525 
shares  of  the  auto  company's  common; 
that  fraction  of  the  common  is  worth 
$16.  (This  is  the  "conversion  value"  of  the 
preferred.)  Why  pay  $6.45  extra,  called 
the  "conversion  premium"?  Mostly  be- 
cause the  preferreds  $1.56  annual  payout 
beats  the  52.5  cents  you'd  collect  on  the 
equivalent  slice  of  GMs  common. 

Convertibles  are  essentially  a  straight 
bond  or  preferred  with  a  warrant 
attached.  Companies  issue  them  to  raise 
money  at  lower  interest  rates.  Investors 
buy  them  for  current  yield  with  the 
chance  of  a  capital  gain  if  the  stock  takes 
off.  The  convert's  pure  fixed-income 
value  also  gives  it  a  cushion  in  a  bear 
market.  Holders  of  convertible  bonds 
have  the  rights  of  creditors:  a  semiannual 
interest  payment,  a  repayment  of  prin- 


cipal at  maturity  and  a  senior 
claim  on  the  carcass  if  the 
issuer  goes  bankrupt. 

A  convertible  can  fall  any- 
where on  the  spectrum  from  a 
pure  stock  play  to  something 
that  acts  like  a  pure  fixed- 
income  security.  A  brand-new 
convertible  is  usually  in  the 
middle  of  the  spectrum.  If  the 
related  common  collapses  in 
price,  the  conversion  privilege 
winds  up  too  far  out  of  the 
running  to  be  worth  much  and 
the  convertible  (a  "busted 
convertible"  in  the  parlance) 
will  trade  on  the  strength  of  its 
fixed-income  attributes.  If,  on 
the  other  hand,  the  common 
stock  races  upward,  the  con- 
vertible's payout  becomes  rela- 
tively less  important  and  the 
security  will  trade  at  close  to  its 
conversion  value. 

To  find  out  where  a  par- 
ticular issue  is,  look  at  its  yield 
and  its  conversion  premium.  A  high  pre- 
mium or  yield  means  a  convertible  bond 
has  little  chance  of  ever  being  converted 
profitably  and  should  be  yielding  close 
to  what  you'd  get  on  a  straight  bond 
from  that  issuer.  A  low  premium  or  yield 
typically  tells  you  that  the  stock  has 
surged  and  the  convertible  is  trading  in 
lockstep  with  the  stock. 

One  useful  guide  to  conversion  pric- 
ing is  the  payback  period,  the  number  of 
years  it  takes  to  earn  back  the  conversion 
premium  with  enhanced  payouts.  Con- 
sider that  preferred  from  GM.  The  $6.45 


LETTING  THE  PROS  DO  THE  CONVERTING 


Another  way  to  buy  convertibles — and  to  bypass  their  sometimes  daunting  math — is  through  a  good,  no-load  mutual  fund 
specializing  in  this  breed.  The  fairly  affordable  quintet  below  have  mostly  beaten  the  S&P  500  over  the  past  year  or  three  years. 


TOTAL  RETURN 

ANNUAL 

LATEST 

LATEST 

ASSETS 

EXPENSES 

FUND 

3-YEAR1 

12-MONTH 

YIELD 

(SMIL) 

PER  $100 

FIDELITY  CONVERTIBLE  SECURITIES 

16.6% 

27.2% 

1.6% 

$3,077 

$0.83 

NICHOLAS- APPLEGATE  CONVERTIBLE  &  INCOME  IP 

12.5 

14.2 

9.4 

897 

1.34 

NORTHERN  INCOME  EQUITY 

13.6 

14.7 

.  2.7 

553 

1.00 

VALUE  UNE  CONVERTIBLE 

10.9 

15.9 

1.8 

34 

1.18 

VANGUARD  CONVERTIBLE  SECURITIES-INV 

13.4 

17.0 

3.3 

869 

0.87 

S&P  500 

13.2 

14.6 

2.0             —  — 

Performance  through  Oct.  31.  'Annualized.  2Closed-end  fund.  NA:  Not  available  or  not  applicable.  Source:  Upper. 
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The  World  is 
Witnessing 
the  Birth  of 
Incheon 
Free  Economic  Zone, 
the  Newest  Business  Hub 
in  Northeast  Asia 


IFEZ 


www.ifez.go.kr 


premium  buys  you  $1.03  a  year  of  extra 
return  vis-a-vis  the  common  share  buyer. 
Your  payback  period  is  six  years. 

But  the  underlying  mathematics  of 
the  security  go  far  beyond  this  simple 
ratio.  One  problem  is  that  issuers  can 
typically  cancel  a  convertible  early,  forc- 
ing the  holders  to  accept  either  the  par 
value  or  the  conversion  value.  When  that 
happens  the  long-term  warrant  built 
into  your  convertible  becomes  instantly 
less  valuable.  Nearly  a  third  of  the  con- 
vertible market  is  called  away  by  issuers 
each  year.  Another  complication,  notes 
Theodore  Southworth,  manager  of  the 
Northern  Income  Equity  Fund,  is  that 
payback  periods  on  many  convertibles 
extend  beyond  their  maturity,  such  as 
Freeport-McMoran  Copper  &  Gold, 
which  pays  you  back  in  three  years  but 
matures  in  two  and  a  half  (see  recom- 
mendations below).  What's  going  on? 
Why  are  investors  willing  to  pay  a  con- 
version premium  if  they  don't  get  a  fat 
coupon?  Because  the  issuer  is  volatile 
and  the  fixed-income  cushion  attached 
to  the  convertible  is  worth  something. 

So,  when  you  do  all  the  math,  do  you 
find  that  convertibles  are  a  better  buy 
than  stocks?  Fans  think  the  answer  to 


this  question  is  yes.  "Two-thirds  of  the 
upside  with  half  the  downside,"  offers 
Fidelity's  Thomas  Soviero,  echoing  his 
convert  fund  colleagues. 

But  Stanford  finance  professor 
Darrell  Duffie  is  skeptical  that  convert- 
ibles are  systematically  underpriced. 
"The  [conversion]  option  gives  you  more 
upside  than  downside,  but  you  pay  for  it," 
he  says.  "It's  not  a  free  lunch."  A  bet  that 
has  two-thirds  of  the  upside  but  half  the 
downside  looks  like  a  bargain  until  you 
realize  that  stocks  are  more  likely  to  go 
up  than  down  over  long  periods. 

If  you  need  peace  of  mind  to  get  into 
an  iffy  market,  convertibles  have  some 
psychological  value.  They  also  have 
some  good  streaks:  convertibles  fell  30% 
during  the  tech  crash  to  the  S&P  500's 
44%  drop.  Over  the  past  ten  years  con- 
vertibles have  returned  7.8%  versus  7% 
for  the  S&P  500,  likely  because  converti- 
bles skew  to  small-  and  midcaps,  which 
outperformed  larger  companies  in  that 
period. 

If  convertibles  appeal  to  you  but  the 
math  is  forbidding,  consider  a  no-load 
mutual  fund  (see  table,  p.  128)  and  use 
the  current  yield  as  a  guide  to  where  on 
the  bond/stock  spectrum  these  portfolios 
lie.  The  higher  the  yield,  the  more  bond- 
like your  investment. 

If  you  want  to  take  a  flier,  consider 
these  three  preferreds  recommended  by 
fund  managers  we  talked  to: 

•  Freeport-McMoran  6.75%,  trading  at 
$153  and  maturing  in  2010  with  a  $100 
par  value.  That  is,  in  2010  you  get  the 
higher  of  the  par  or  the  conversion  value 
then.  Today's  conversion  value  is  $136, 
for  a  12.5%  premium. 

•  Crown  Castle  International  6.25%,  par 
value  $50,  trades  at  $58.50  and  matures 
in  2012.  For  a  6%  premium  the  cell  tower 
company  pays  you  a  5%  yield  (the  com- 
mon pays  no  dividend).  You'll  make  it 
back  in  just  over  a  year. 

•  Six  Flags  7.25%,  with  a  $25  par  value 
and  a  recent  price  of  $16.  Conversion 
value,  only  $2.40.  With  a  680%  conver- 
sion premium,  your  warrants  probably 
won't  see  the  light  of  day.  Buy  this  as  if 
it  were  a  junk  bond,  for  its  1 1.5%  yield. 
Convertible  until  2009,  if  the  amusement 
park  operator's  finances  improve,  then 
the  preferred  should  see  a  nice  gain.  F 
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Reverse  LBO  Stocks 


PRIVATE  EQUITY  WALKS  ON  WATER.  BUT  MORE  OF  ITS  NEW  ISSUES 

SINK  LIKE  A  STONE  THAN  YOU  WOULD  THINK.  HERE'S 
WHAT  YOU  NEED  TO  KNOW  BEFORE  YOU  BUY.  BY  DEBORAH  ORR 


Wonage 


Flotation  devices:  The  buyout  crowd  is  also  selling,  listing  icons  such  as  Sealy  and  Vonage. 


WHEN  VONAGE  FIRST  LISTED 
its  shares  in  May  2006, 
investors  couldn't  get 
enough.  After  it  doubled  the  size  of  its 
planned  initial  public  offering  to  $531 
million,  shares  in  the  quirky  Internet 
phone  company  were  still  oversub- 
scribed. Private  equity  backers  Bain  Cap- 
ital, 3i  Group,  the  company's  founder  and 
a  few  other  investors  were  ready  for  a 
rich  payout.  But  the  shares  fell  13%  on 
the  first  day.  And  that  was  the  high  point. 
With  patent  lawsuits,  subscriber  com- 
plaints and  lots  of  red  ink,  the  shares  are 
now  down  86%.  Next  year  the  company 
has  to  deal  with  a  $254  million  convert- 
ible debt,  taken  out  by  its  private  equity 
backers  just  before  the  stock  offering.  No 
bondholder  will  want  to  convert  to 
equity  at  these  prices,  presenting  the 
company  with  a  difficult  refinancing. 

Private  equity  investors  have  been 
coining  money  the  past  few  years  by  tak- 
ing public  companies  private.  How  have 
public  investors  fared  picking  up  the  back 
end  of  the  deals,  as  private  companies  go 
public  again?  That  depends  on  who  the 
dealmaker  is.  Goldman  Sachs  offerings 
have  fared  well,  Bain  Capital  Partners 
offerings  not  so  well  (see  table,  p.  132). 

These  stock  offerings,  called  reverse 
leveraged  buyouts,  will  make  up  two- 


fifths  of  the  new  shares  coming  to  market 
this  year,  says  Jay  R.  Ritter,  a  professor  at 
the  University  of  Florida.  Add  in  venture- 
capital-backed  companies  and  the  share 
rises  to  three-fourths  of  new  listings. 
Often,  by  the  time  of  the  public  offering, 
the  insiders  will  have  extracted  several 
times  their  original  investment  in  special 
dividends  or  recapitalizations.  Should  you 
be  buying  what  remains? 

We  looked  at  80  companies  that  lever- 
aged buyout  firms  listed  or  relisted  in  the 
past  four  years.  On  average  they  perform 
about  the  same  as  other  types  of  new  list- 
ings. But  the  difference  between  the  best 
and  worst  performers  is  spectacular. 
HomeBanc  Corp.,  the  mortgage  lender 
listed  by  GTCR  Golder  Rauner  in  2004, 
blew  up,  leaving  investors  with  nothing. 
In  contrast,  shares  in  Bucyrus,  which 
makes  mining  machinery,  are  up  402% 
since  it  listed  in  2004.  In  our  scorecard 
(see  table,  p.  132)  we  also  show  relative- 
to-market  performance.  The  379  for 
Bucyrus  means  that  the  new- issue  buyers 
have  2.79  times  as  much  money  as 
someone  who  bought  the  S&P  500  on  the 
same  day. 

The  record  for  buyout-backed  list- 
ings is  scarcely  any  better  over  the  long 
haul.  Harvard  University  professor  Josh 
Lerner  and  Boston  College  graduate  stu- 


dent Jerry  X.  Cao  looked  at  526  buyout- 
backed  offerings  that  came  to  market 
between  1981  and  2003.  Public  investors 
who  held  on  to  their  shares  for  at  least 
three  years  after  listing  earned  $1.03  for 
every  $1  returned  by  the  S&P  500  over 
the  same  period.  Lerner  and  Cao  made 
one  interesting  discovery:  The  debt  that 
buyout  firms  load  onto  their  acquisitions 
doesn't  hurt  returns;  the  more  leveraged 
firms  did  slightly  better.  Of  course,  they 
were  looking  at  a  bullish  period  for  busi- 
ness assets.  As  they  say,  genius  is  leverage 
in  a  rising  market. 

Here's  another  finding:  It  matters 
how  long  a  private  equity  firm  holds  on 
to  a  company.  Beware  the  quick  flip;  such 
deals  tend  to  underperform  the  S&P 
index  in  the  three  years  after  listing.  That 
may  be  because  the  firms  impose  a 
financial  discipline  that  prepares  their 
companies  for  the  public  markets.  If  they 
don't  have  enough  time  to  do  that,  "it  is 
as  if  you  took  your  dog  to  obedience 
school  for  one  lesson  and  expected  him 
to  do  all  sorts  of  tricks,"  says  Lerner. 

Another  sign  of  future  performance 
is  the  size  of  the  seller.  The  bigger  the 
backer,  the  better  the  company  is  likely  to 
perform  after  listing.  Our  list  of  under- 
performers  is  dominated  by  smaller 
companies  backed  by  little-known  buy- 
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"Retirement 

sounds  great.  It's  the 

no  more 
paycheck 


trt  I'm  worried  about 


Go  to  www.RetirementRedZone.com 


Prudential  has  created  RetirementRedZone.com — th 

in  the  5  years  before  to  5  years  after  retirement. 

That's  when  decisions  about  your  retirement  matter  more.  Decisions 
like  how  an  annuity  can  help  provide  guaranteed  income  in  retirement. 
At  RetirementRedZone.com  you'll  find  new  ideas  for  retirement.  From 
a  Rock  Solid®  company. 


a: 


www.RetirementRedZone.com 


?nt  objectives,  risks,  charges,  expenses  and 
^sequences  carefully  before  investing.  This  and  other  important  information  is  contained  in  the  prospectuses, 
ich  can  be  obtained  from  your  financial  professional.  You  should  read  them  carefully  before  investing, 
.sued  by  Pruco  Life  Insurance  Company  (in  NY,  by  Pruco  Life  Insurance  Company  of  New  Jersey),  Newark,  NJ  and  distributed 
Prudential  Annuities  Distributors,  Inc.,  Shelton,  CT.  All  are  Prudential  Financial  companies.  All  guarantees  are  based 
the  claims-paying  ability  of  the  issuer, 
j  Al  31  740   Ed.  10/2007 
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out  firms.  Reverse  leveraged  buyouts 
from  bigger-than-average  buyout  firms 
outperform  the  S&P  500  by  27%. 

Less  clear  is  whether  the  juicy  divi- 
dends that  private  equity  owners  some- 
times pay  themselves  take  a  toll  on  sub- 
sequent listings.  Recaps  were  all  the  rage 
starting  in  2004,  well  after  the  period 
covered  by  Lerner  and  Cao's  research. 
And  the  accounting  for  recapitalization  is 
so  arcane  that  it  is  hard  to  use  it  as  a  pre- 
dictor of  future  performance.  But  we 
found  that  many  of  the  underperformers 
had  negative  equity  shortly  after  floating. 

Equity  turns  negative  when  a  firm's 
liabilities  exceed  its  assets.  This  was  true 
for  Sealy,  which  was  listed  by  Kohlberg 
Kravis  Roberts  &  Co.  last  year,  and  for 
Warner  Music  Group,  another  Bain 
holding  with  Thomas  H.  Lee  Partners 
and  Providence  Equity  in  this  case, 
which  was  brought  to  market  in  2005. 
Shares  of  Warner  Music  went  down  51% 


WHO'S  YOUR  FRIEND? 


Which  buyout  firms  made  money  for  public  investors  ...  and  which  ones  lost  money. 


PRIVATE  EQUITY  FIRM 

NUMBER 
OF  DEALS' 

%  CHANGE 
FROM  1ST- 
DAY  CLOSE 

RELTO 
MARKET 

BEST 

GOLDMAN  SACHS  CAPITAL  PARTNERS 

9 

53.2% 

132 

KOHLBERG  KRAVIS  ROBERTS  &  CO 

5 

39.0 

120 

CCMP  CAPITAL 

5 

17.5 

102 

WORST 

THOMAS  H  LEE  PARTNERS 

5 

-36.1 

54 

GTCR  GOLDER  RAUNER 

6 

-16.8 

75 

BAIN  CAPITAL  PARTNERS 

7 

-13.9 

76 

Performance  figures  through  Nov.  12.  'Results  drawn  from  Dealogics'  list  of  80  deals  (2004-07). 
Sources:  Dealogic;  FT  Interactive  Data  and  IPO  Database  via  FactSet  Research  Systems. 

and  those  of  Sealy,  25%. 

The  Blackstone  Group  owned 
Celanese,  a  chemicals  company,  for  only 
months  before  borrowing  money  to  pay  a 
dividend  of  $500  million  to  itself.  Within 
a  year  Blackstone  flipped  the  company, 
paid  itself  another  dividend  of  $804  mil- 
lion and  made  four  times  its  original 
investment  from  the  stock  offering.  Yet 


those  shares  have  more  than  doubled 
since  they  were  listed  in  January  2005. 

Insiders  have  more  power  than  the 
investing  public  and  know  more.  "Private 
equity  firms  have  a  huge  information 
advantage,"  says  Lerner.  Still,  it  is  not  in 
their  interest  to  gouge  the  public.  They 
have  a  reputation,  and  they  want  to  be 
able  to  list  companies  in  the  future.  F 


COMING  SOON  TO  A  MARKET  NEAR  YOU 


Watch  out  for  red  ink  and  expensive  recaps  in  the  latest  crop  of  buyout-backed  IPOs.  Here  are  a  few  in  the  pipeline  now. 


EXPECTED 
OFFER  VALUE 

COMPANY  BUSINESS  (SMIL) 

PRIVATE  EQUITY 
FIRM 

NOTES 

TALECRIS  BIOTHERAPEimCS  biopharm 

$1,000 

Cerberus  Partners 

paid  themselves  a  $760  million  dividend 

AFFINION  GROUP  HLDGS  marketing  services 

520 

Apollo  Management 

highly  leveraged  and  spilling  red  ink 

AMC  ENTERTAINMENT  HLDGS  movie  theaters 

500 

Marquee  Holdings 

JPMorgan,  Apollo  and  others  received  $653  mil 

SEA  CASTLE  cargo  equipment  leasing 

345 

Fortress  Investment  Group 

three  companies  recently  rolled  into  one 

CARDTRONICS  automated  teller  machines 

300 

CapStreet  Group/TA  Associates 

biggest  asset:  goodwill;  losing  money 

Sources:  www.ipohome.com;  IPO  Central;  SEC  documents. 

FOR  THE  RECORD:  THE  BEST  &  WORST  Ol 

On  average,  private-equity-backed  IPOs  perform  about  the  same  as  the  S&P  500.  But  that  includes  some  big  wins  and  spectacular  losses. 


IEALS 


COMPANY  BUSINESS 

OFFER 
DATE 

OFFER 
VALUE 
(SMIL) 

%  CHG  FROM 

1ST-DAY  RELTO 
CLOSE  MARKET 

PRIVATE  EQUITY 
FIRM 

BEST 

BUCYRUS  INTERNATIONAL  mining  machinery 

7/04 

S194 

401.8% 

379 

American  Industrial  Partners 

INTERCONTINENTALEXCHANGE  investment  bankers 

11/05 

416 

311.1 

352 

Goldman  Sachs  Cap  Partners 

IHS  energy  tech  support 

11/05 

232 

275.4 

322 

General  Atlantic  LLC 

WORST 

HOMEBANC  mortgage  lender 

7/04 

291 

-99.8 

0 

GTCR  Golder  Rauner 

REFCO  brokerage 

8/05 

583 

-99.6 

0 

Thomas  H  Lee  Partners 

VONAGE  HLDGS  telecommunications 

5/06 

531 

-85.9 

12 

Bain  Capital  Partners 

Performance  figures  through  Nov.  12.  Some  of  the  private  equitv  firms  listed  no  longer  have  an  equity  stake  in  company.  Results  drawn  from  Dealogics'  list  of  80  deals  (2004-07). 
Sources:  Dealogic  FT  Interactive  Data  and  IPO  Database  via  FactSet  Research  Systems. 
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MOTHING  TAKEN  AWAY.  NOTHING  ADDED. 
uiAYBE  IT  WAS  PERFECT  TO  BEGIN  WITH. 


T 


ian  the 
Private 


The  Single  Malt 
Sat  Started  It  All. 


What  you  re  getting  in  a  bottle  of  Nadurra  is  whisky  that  has  been  distilled  as  it 
has  been  for  many,  many  years,  filled  into  first-fill  American  oak  casks,  matured 
for  16  years,  and  then  taken  from  the  cask  and  put  straight  into  the  bottle  with  no 
dilution  and  no  chill  filtering.  There's  absolutely  nothing  that  gets  in  the  way  of 
the  natural  character  of  the  whisky. 


ecause  Nadurra  is  non-chill  filtered  and  because  it's  natural  strength,  it's  nice  just  to  smell  it  and 
ave  a  little  taste  of  it  as  it  is.  But  1  would  recommend  the  addition  of  a  small  amount  of  water  to 
ick  up  much  more  of  the  overall  flavor  of  the  whisky.  About  1  part  water  to  3  parts  Nadurra  would 
e  the  way  that  1  would  enjoy  it.  But  of  course,  it's  up  to  eath  individual.  Whatever  your  preference, 
hope  you  enjoy  drinking  The  Glenlivet  Nadurra  16  Year  Old  as  much  as  I  did  making  it. 


—  Jim  Cryle, 
The  Glenlivet  Master  Distiller 


mm  16  Year  Old  Single  Malt  Scotch  Whisky.  53%  Alc./Vol.  to  60%  Alc./Vol.  (1 
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True 
Believer 
Stocks 


Paul  Noglo v 
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HAVING  TROUNCED  THE 
MARKET  IN  2007,  OUR 
STOCK  PICKING  PANEL 
SERVES  UP  CIENA, 
LUXOTTICA  GROUP,  YAHOO 
AND  14  MORE  LONG 
AND  SHORT  IDEAS  FOR 

THE  YEAR  AHEAD. 
BY  ANDREW  T.  GILLIES 


WE  CALL  IT  LOVE  ONLY  ONE, 
our  contest  pitting  17  finan- 
cial pros  against  the  S&P  500 
on  a  single  stock  call.  We  have  a  dozen 
bulls  and  five  bears. 

The  12  months  ended  Oct.  31  were 
great  for  both  sets.  Our  12  long  picks 
delivered  an  average  price  increase  of  30%, 
18  percentage  points  ahead  of  the  S&P  500. 
Four  of  the  five  short  recommendations 
finished  the  period  deep  in  the  red;  the  five 
averaged  a  21%  loss. 

Paul  Noglows,  research  director  at 
Lazard  Capital  Markets,  smacked  a  home 
run  for  last  years  bulls.  A  Love  Only  One 


Brian  Chait 


">07 


With  unparalleled  local  support,  our  seamless  global  network  can  help  your  offices 
around  the  world  think  and  work  as  one.  To  help  you  orchestrate  and  synchronize 
effectively,  Ricoh  has  over  18,000  service  engineers  globally  and  a  customer  support  and 
service  network  in  over  1 50  countries.  To  find  out  more  about  our  full  range  of  products 
and  services  visit  ricoh.com/thinkasone.  Create,  share  and  think  as  one. 


RICOH 


You  didn't  find  it  at  the  end  of  a  rainbow. 
Nor  did  the  tooth  fairy  leave  it  under  your  pillow. 
The  wealth  you  have  today  exists  because 
you  worked  harder  and  dreamed  bigger. 
And  because  you  never  forgot  where  you  started. 
Born  from  an  understanding  of  the  values 
that  drive  you,  we  offer  a  personal  approach 
to  structuring  and  managing  wealth,  designed 
to  maximize  opportunity  and  supported  by 
a  depth  of  financial  and  intellectual  capital 
rooted  in  over  200  years  of  experience. 


WEALTH  MANAGEMENT 
FOR  TODAY'S  WEALTH." 

WEALTH  STRUCTURING 
INVESTMENT  MANAGEMENT 

CREDIT  AND  BANKING 
LEGACY  AND  PHILANTHROPY 

MULTI-FAMILY  OFFICE 


U.S.  TRUSTS 


Bank  of  America  Private  Wealth  Management 


U.S.  Trust,  Bank  of  America  Private  Wealth  Management  operates  through  Bank  of  America, 
N.A.,  and  United  States  Trust  Company,  N.A.,  which  are  wholly  owned  subsidiaries  of  Bank 
of  America  Corporation.  Bcink  of  America,  N.A.  and  United  States  Trust  Company,  N.A., 
Members  FDIC.  ©  2007  Bank  of  America  Corporation.  All  rights  reserved. 





A  WOMAN  WHO  GRADUATED  FR 
IN  1971  LEARNED  HOW  TO  BUILD  A  TREEHOUSE 
E FORE  SHE  WAS  9.  AND  A  MULTI-MILLION-DOLLAR 
COMPANY  BEFORE  SHE  WAS  40. 


LONG-TERM 
LOVE 

How  does  the  contest's  record 
look  over  the  long  haul?  During 
the  past  ten  years  our  bulls  have 
managed  an  average  gain  of  8% 
while  the  contest  clock  is  running, 
ahead  of  a  7%  average  advance 
for  the  S&P  500  index  during  the 
ten  one-year  periods.  Bearish  stock 
picks  have  averaged  a  -0.2% 
change  over  the  ten  periods. 

A  dark  year  for  the  bulls:  1999, 
when  their  picks  dropped  4% 
while  the  market  rose  23%.  The 
bears  have  had  their  quota  of  bad 
outings,  but  in  seven  of  the  past 
ten  years  they  managed  to  iden- 
tify stocks  that  lagged  the  market. 


•tocks&Bonds 
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newcomer  in  2006,  he  went  for  Deckers 
Outdoor,  an  idea  supplied  to  Noglows  by 
Lazard  retail  analyst  Todd  Slater. 
Deckers,  which  makes  footwear  (Teva, 
Ugg)  and  keeps  beating  earnings  fore- 
casts, rose  163%. 

For  2008  Noglows  goes  with  another 
Slater  recommendation  and  picks 
Endeavor  Acquisition,  a  holding 
company  poised  to  acquire  American 
Apparel  of  Los  Angeles.  Noglows 
believes  the  deal  will  close  and  that 
American  Apparel,  whose  name 
Endeavor  will  assume  once  the 
acquisition  is  complete,  is  a  company 
worth  buying.  A  vertically  integrated 
purveyor  of  casual  wear  like  T  shirts  and 
underwear,  American  Apparel  had  2006 
sales  of  $265  million.  Noglows  expects 
revenues  to  hit  $340  million  this  year 
and$l  billion  by  2010. 

Runner-up  for  the  2006-07  longs: 
Jeffrey  Schappe,  chief  investment  officer 
for  BB&T  Asset  Management.  Following 

LAST  YEAR'S  PICK! 


his  52%  gain  on  Tiffany  &  Co.  last  year, 
he  now  turns  to  scuffed-up  mortgage 
'lender  Countrywide  Financial.  "The 
markets  concerns  about  liquidity  are  way 
overblown,"  he  says.  The  stock  sells  for 
seven  times  the  Wall  Street  consensus 
estimate  on  2008  earnings. 

Our  longest-bellowing  bull  is 
Stephen  Auth,  chief  investment  officer 
for  global  equity  at  Federated  Investors. 
Returning  for  his  fourth  year,  Auth  tells 
us  Italy  is  now  a  destination  for  investors. 
He  chooses  Luxottica  Group,  the  Milan 
eyeglass  vendor.  Combined  with  a  push 
into  Asia,  he  says,  Luxottica's  revamp  of 
its  U.S.  retail  operations  (LensCrafters, 
Sunglass  Hut)  will  invigorate  its  results. 

Leading  the  bears  downward:  Brian 
Chait,  manager  of  the  BC  Global 
Opportunities  hedge  fund.  A  year  ago 
Chait  thought  a  run-up  in  shares  of 
drugmaker  Neurochem  looked 
perilous,  given  challenges  from  rivals 
and  regulators.  The  stock  got  punched 
in  August  when  Neurochem  an- 
nounced that  one  of  its  Alzheimer's 
drugs  fell  short  in  an  effectiveness 


From  2006  to  2007  picks  from  our  bulls  rose  a  collective  30%,  versus  the  market's  12%  gain. 
The  bears  had  a  21%  average  decline.  Big  winner:  Lazard's  Paul  Noglows. 


NAME  AFFILIATION 

STOCK             _           PRICE  CHANGE1 

STEPHEN  AUTH  Federated  Investors 

EnCana  { 

47% 

BRUCE  BARRETT  Lord  Abbett 

Corning 

19 

BROOKE  DE  BOUTRAY  Zevenbergen  Capital  Investments 

Monster  Worldwide 

0 

DAVID  GOERZ  HighMark  Capital  Management 

Intel 

26 

ARTHUR  HOGAN  Jefferies  &  Co 

Scientific  Games 

29 

SARAH  KETTERER  Causeway  Capital  Management 

Mediaset2 

-8 

KEVIN  MCCUNTOCK  Burl  Capital 

FoxHollow  Technologies 

-23 

ROBERT  MILLEN  Jensen  Investment  Management 

Microsoft  ,3 

...  28 

PAUL  NOGLOWS  Lazard  Capital  Markets 

Deckers  Outdoor  c' 

-163 

-u  

JEFFREY  SCHAPPE  BB&T  Asset  Management 

Tiffany  &  Co 

52 

CHRISTOPHER  SMART  Pioneer  Investments 

Kookmin  Bank2 

3 

KATHRYN  VORISF.K  Fiduciary  Management  Associates 

PolyMedica 

27 

SHORT  SELLERS 

HARRIET  BALDWIN  American  Capital 

Louisiana-Pacific 

-17% 

BRIAN  CHAIT  BC  Global  Opportunities 

Neurochem 

-78 

HARINDRA  DE  SILVA  A  »stors 

Harley-Davidson 

-25 

BARRY  JAMES  James  Investmem  Research 

Cyberonics 

-20 

STEPHEN  LEEB  Leeb  Capit  ment 

Aetna 

36 

'From  Oct.  31,  2006  through  Oa  31. .  2007;  split-  and  spinoff-adjusted.  ^American  Depositary  Receipt. 
Source:  FT  Interactive  Data  via           -  ^search  Systems. 

study.  Neurochem  fell  78%  during  our 
contest. 

Chait  returns  for  his  third  year,  this 
time  with  a  rap  on  Kinetic  Concepts, 
which  makes  devices  that 
monitor  and  help  heal 
wounds.  Kinetics  shares 
have  rallied  since  an 
August  2006  low,  but  like 
last  year  Chait  isn't  cowed 
by  a  rising  price.  Insiders 
are  selling,  he  says,  point- 
ing also  to  hefty  debt, 
intensifying  competition 
and  uncertainty  over 
reimbursement  rates  in 
several  countries  for 
Kinetics  flagship  product. 

Harindra  de  Silva 
holds  the  longevity  title  for 
the  bears.  De  Silva,  presi- 
dent of  Los  Angeles' 
Analytic  Investors,  enters 
his  fifth  year,  this  time 
with  Yahoo,  which  he  sees 
as  shaky.  Why?  Insider 
selling  and  downward 
revisions  in  analyst  earn- 
ings estimates  don't  justify 
the  stock's  current  price  of 
50  times  trailing  net. 

Now  to  our  four  new 
bulls.  A  technology  and 
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Retirement  isn't  the  finish  line.  It's  the  starting  line.  And  our  broad  range  of  investments  can  help  you  start 
/our  post-retirement  adventures  fully  prepared.  In  business  for  more  than  45  years,  we  actively  manage  over 
5100  billion  in  assets  for  individuals  arid  institutions.  Whatever  your  plans,  let  us  help  you  build  the  foundation, 
ontact  your  financial  advisor  or  visit  americancentury.com. 
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Investments 
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SABOUT  RETURNS 


BOTH  BEFORE  AND  AFTER 


Fund 

Morningstar  Asset  Class 

1yr. 

3yr. 

5yr. 

Life 

Inception 

Emerging  Markets*,  ** 

Diversified  Emerging  Markets 

62.69% 

45.15% 

39.50% 

13.68% 

9.30.97 

Global  Growth*,  *** 

World  Stock 

31.44% 

24.24% 

21.06% 

1 2.92% 

12.01.98 

Heritage* 

Mid-cap  Growth 

53.24% 

29.54o/o 

21.09% 

13.740/0 

11.10.87 

New  Opportunities  II*,** 

Small  Growth 

36.46% 

18.89% 

20.51% 

1 2.35% 

6.01.01 

jwnwarf 
yst  earn- 
m't  justify 
it  price  ot 
net. 
four  new 


American  Century  Investments  International  and  Domestic  Growth  Funds  -  Average  Annual  Total  Returns  as  of  9/30/07 

Expense  Ratio 
1.80% 
1.31% 
1.000/0 
1.50% 

'Available  exclusively  through  Financial  Advisors.  "Redemption  of  shares  within  1 80  days  of  purchase  will  be  subject  to  a  2%  redemption  fee. 
'Redemption  of  shares  within  60  days  of  purchase  will  be  subject  to  a  2%  redemption  fee. 

Data  presented  reflects  past  performance.  Past  performance  is  no  guarantee  of  future  results.  Current  performance  may  be  higher  or  lower  than  performance 
shown.  Investment  returns  and  principal  values  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost  To  obtain  performance  data 
current  to  the  most  recent  month's  end,  please  call  1-877-442-6236  or  visit  americancentury.com.  Performance  reflects  Investor  Class  shares.  Data  assumes 
reinvestment  of  all  dividends  and  capital  gains.  The  advertised  performance  is  attributable  in  part  to  unusually  favorable  market  conditions  and  may  not  be 
repeated  or  consistently  achieved  in  the  future. 

You  should  consider  a  fund's  investment  objectives,  risks,  charges  and  expenses  before  you  invest.  The  fund  s  prospectus,  which  can  be  obtained  by  calling  1-877-442-6236.  conlaius  this  and  other 


Mutual  fund  investing  'mokes  market  risks.  It  is  possible  io  lose  money  by  invesfrngMemafional  investing' involves  special  risks,  such  as  political  instability,  currency  fluctuations  and  other  faciei s.  Assets 
under  management  as  of  September  30. 2007.  American  Century  Investment  Services,  lite.  Distributor.  2  2007  American  Century  Proprietary  Holdings.  Inc.  All  rights  reserved. 
The  American  Century  Investments,  logo.  American  Century'  and  American  Century  Investments  are  servicemarks  of  American  Century,  Proprietary  Holdings;  Inc. 


we  &m 

1,475  SONATAS, 


THEN  CRUSHED 
THEM  IN  THE 
NAME  OF  QUALITY. 


Yeah,  crushed.  As  in  flattened.  Smashed. 
Compacted.  Flat-topped. 

If  it  hurts  you  to  think  of  1,475  perfectly 
good  cars  ending  up  this  way,  rest  assured — 
it  hurts  us  more. 

But,  there  are  things  about  build  quality 
you  can  only  learn  this  way.  So,  with  every  new 
Hyundai  model — out  comes  the  crusher. 

It  pays.  In  the  recent  Strategic  Vision  Total 
Quality  Awardsr  the  2007  Hyundai  Azera, 
Santa  Fe,  and  Entourage  all  topped  their 
categories  in  quality,1  while  the  largest  Japa- 

>  CONTINUED  at  Think  About  It.  com 
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telecommunications  specialist  with 
1  -  Turner  Investment  Partners,  Tara 
1  Hcdlund  comanages  several  portfolios 
I  within  Turner's  $28  billion  in  equity 
assets.  She's  expecting  double-digit 
growth  in  personal  computer  sales  next 
'    year.  That,  she  says,  is  good  for 
^    Microsoft,  which  also  has  new  releases 
..  of  Windows  Server  and  SQL  Server  due 
,    for  2008.  Microsoft's  price-to-sales  ratio 
'■  ■  of  5.9  stands  at  a  discount  to  a  15-year 
average  of  9.2. 

Richard  Jandrain  oversees  growth- 
stock  investing  at  Fort  Washington 
Investment  Advisors,  a  Cincinnati  outfit 
with  $30  billion  under  management. 
Jandrain  says  that  Pharmion,  a 
drugmaker  specializing  in  cancer  and 
blood  ailments,  could  double  its  $256 
million  in  sales  over  the  next  12  to  18 
months.  He  cites  favorable  clinical  data 
published  in  August  for  Vidaza,  a  therapy 
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Our  contestants  are  charged  with  either  beating  or  lagging  the  S&P  500  over  the  coming  year. 
Whoever  succeeds  gets  asked  back  for  another  year.  Harindra  de  Silva  has  been  at  this  since  2003. 

YEARS 

IN 

RECENT 

NAME  AFFILIATION 

CONTEST 

STOCK 

PRICE 

BUZZ 

STEPHEN  AUTH  Federated  Investors 

4 

Luxottica  Group1 

$35.40 

eyewear  co  is  Italy  market  play 

BRUCE  BARRETT  lord  Abbett 

2 

Ciena 

47.86 

gearmaker  rises  with  network  use 

DAVID  GOERZ  HighMark  Capital  Mgmt 

3 

Intersil 

30.34 

fat  gross  margins,  no  debt,  nice  tech 

TARA  HEDLUND  Turner  Inv  Partners 

1 

Microsoft 

36.81 

wiH  ride  PC  demand,  product  updates 

ARTHUR  HOGAN  Jefferies  &  Co 

2 

Aegean  Marine  Petroleum 

40.97 

should  cash  in  on  tanker  supply  crunch 

RICHARD  JANDRAIN  Fort  Washington  InvAdv 

/1 

Pharmion 

48.12 

flagship  drugs  will  boost  sales 

CHRISTINE  MCELROY  Banc  of  America  Securities 

•  1 

Simon  Property  Group 

104.33 

high-quality  property  portfolio 

ROBERT  MILLEN  Jensen  Investment  Mgmt 

2 

Wells  Fargo 

34.01 

well-run  bank  will  gain  market  share 

PAUL  NOGLOWS  Lazard  Capital  Markets 

2 

Endeavor  Acquisition 

12.30 

American  Apparel  is  retail  winner 

JEFFREY  SCHAPPE  BB&T  Asset  Mgmt 

2 

Countrywide  Financial 

15.52 

sturdy  balance  sheet,  undue  selloff 

KATHRYN  VORISEK  Fiduciary  Mgmt  Assoc 

2 

Salix  Pharmaceuticals 

11.70 

acquisition  fodder 

KEITH  WIRTZ  Fifth  Third  Asset  Mgmt 

1 

Microchip  Technology 

33.17 

bruised  tech  stock  yields  4% 

SHORT-SELLERS 

HARRIET  BALDWIN  American  Capital 

3 

Caterpillar 

$74.61 

sales  growth  slowing 

DAVID  BROWN  Sabrient  Systems 

1 

FreightCar  America 

43.20 

pricey  relative  to  growth  prospects 

» BRIAN  CHAIT  BC  Global  Opportunities 

3 

Kinetic  Concepts 

60.10 

.  competitive  and  regulatory  pressures 

HARINDRA  DE  SILVA  Analytic  Investors 

5 

Yahoo 

31.10 

EPS  revisions  down,  insider  selling 

BARRY  JAMES  James  Investment  Research 

2 

Circuit  City  Stores 

7.93 

weak  consumer  spending  a  threat 

as  of  Oct.  31.  Particip  i          leir  employers  may  hold  positions  in  these  stocks.  'American  Depositary  Receipt.  Source:  FT  Interactive  Data  via 

ractSri  Pesearch  Systems. 
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for  bone  marrow  disorders.  The  Wall 
Street  consensus  has  Pharmion  reaching 
-  profitability  in  2008  with  30  cents  a  share. 
The  stock,  up  87%  year  to  date,  sells  for 
164  limes  that  sum. 

A  vice  president  and  equity  analyst 
with  Bank  of  America,  Christine 
McElroy  covers  18  real  estate  investment 
trusts.  She  singles  out  Simon  Property 
Group.  The  Indianapolis  REIT  owns  or 
has  an  interest  in  380  properties,  mainly 
North  American  malls  and  shopping 
centers.  McElroy  thinks  the  quality  of 
Simons  portfolio  will  help  it  weather  any 
dip  in  consumer  spending.  Given  Simons 
robust  development  pipeline,  McElroy 
predicts  8%  to  10%  growth  in  profits  over 
the  coming  years. 

Keith  Wirtz  helps  manage  $22  billion 
as  chief  investment  officer  at  Cincinnati's 
Fifth  Third  Asset  Management.  Wirtz 
likes  Microchip  Technology,  a  company 
selling  semiconductors  for  consumer 
goods  like  cordless  phones  and  power 
tools.  He  reckons  the  company  will  shrug 


off  possible  early-2008  slack  demand  to 
finish  strong.  Microchip  Technology 
yields  4%,  well  above  a  semiconductor 
industry  average  of  1%. 

Our  new  bear:  David  Brown, 
market  strategist  with  Santa  Barbara, 
Calif's  Sabrient  Systems,  a  research 
boutique  catering  to  hedge  funds  and 
money  managers.  Sabrient  scores  5,600 
stocks  using  a  model  with  100  variables. 
FreightCar  America  is  a  weakling,  by 
Brown's  number  crunching.  Beyond  his 
discomfort  with  the  stock's  valuation, 
20  times  $1.89  in  projected  earnings  per 
share  for  2008,  he  frets  about  certain  of 
the  Chicago  railcar  manufacturer's 
accounting  practices.  Namely,  Brown 
sees  FreightCar  America  pushing  the 
limits  when  it  comes  to  dealing  with 
inventory,  along  with  its  policies  on 
recognizing  and  deferring  expenses. 
Both  issues  could  haunt  FreightCar  if 
its  business  slows.  "We're  not  saying 
they're  the  worst  company,"  Brown  says. 
"But  that's  a  red  flag."  F 
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ith  more  than  2,000  project  managers  worldwide,  CB  Richard  , Ellis  is  able'  to  solve  the-  post  QprKplex  real  estate' 
lallenges,  from  major  capital  upgrades  to  space  build-outs  in  multiple  markets.  For  "clients  ranging  from  occupiers  and 
.ers  to  investors  across  all  property  types.  Backed  by  the  broadest  platform  of  services,  most  far-reaching  geographic 
otprint  and  unmatched  market  intelligence.  At  CB  Richard  Ellis,  power  meets  performance.  "l     &.(  y  \'i 

'    •  ■  /-DDE'. 

The  right  business  partner  for  all  your  real  estate  needs.  E? ^1  BE 

#1  in  commercial  real  estate  worldwide  www.cbre.com  888.707.3908       CB  RICHARD-ELLIS 
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Latin  Mining  Via  Toronto 


CANADIAN  STOCKS  GIVE  YOU  AN  ENTREE  TO  COPPER,  GOLD 
AND  SILVER  MINES  IN  LATIN  AMERICA.  BY  KERRY  A.  DOLAN 


IT'S  BOOM  TIME  FOR  METAL  MINERS. 
The  prices  of  gold,  silver  and  copper 
have  been  on  a  tear  over  the  past  few 
years.  No  region  has  benefited  more  than 
Latin  America,  home  to  some  of  the 
most  prodigious  metal  and  mineral 
riches  on  the  planet.  Mining  companies' 
stock  down  there  has  surged. 

But  you  can  still  get  in  on  this  boom. 
You  have  to  assume  that  metal  prices  will 
continue  to  escalate,  of  course,  or  pro- 
duction must  be  strong  to  meet  undi- 
minished appetites.  The  way  in  is  via 
shares  in  Canadian  miners  now  starting 
operations  in  Latin  America.  They're  still 
affordable,  albeit  risky  (see  table,  p.  147). 

The  forces  at  work  to  fuel  this: 
demand  from  torridly  developing  India 
and  China;  depletion  of  mines  in  places 
like  the  Democratic  Republic  of  Congo 
and  Zambia;  and  stricter  environmental 


reviews  in  developed  nations,  lengthen- 
ing the  time  and  cost  of  getting  new 
operations  under  way. 

Existing  mines  run  by  Latin  compa- 
nies have  done  very  well.  As  copper 
prices  quadrupled  since  2002  to  a  recent 
$3.15  a  pound,  revenues  at  Codelco  in 
Chile,  the  world's  biggest  copper  miner, 
grew  fivefold  to  $17.1  billion  last  year, 
while  mining  output  expanded  by  only 
10%.  The  price  of  gold  has  climbed  150% 
over  the  past  five  years  to  $805  a  troy 
ounce;  revenue  for  Yanacocha  in  north- 
ern Peru,  South  America's  largest  gold 
mine,  tripled  between  2002  and  2006  to 
$1.6  billion.  Silver  has  tripled  since  2002 
to  $  1 5  a  troy  ounce. 

Most  Latin  American  mining  compa- 
nies aren't  overly  expensive  in  comparison 
with  their  earnings.  The  trouble  is  that 
they  aren't  expanding  into  new  finds  as 


rapidly  as  the  gung-ho  Canadians. 
Brazil's  Companhia  Vale  do  Rio  Doce, 
which  mines  iron  ore,  nickel  and  copper, 
among  other  things,  has  risen  seventeen - 
fold  since  2003.  Its  American  Depositary 
Receipts  trade  at  $35,  16  times  earnings. 
But  analysts  expect  earnings  growth  to 
slow  from  an  average  61%  per  year 
to  17%  a  year.  About  two  dozen  Latin 
miners  are  publicly  traded,  most  of  them 
on  their  home  exchanges  and  a  majority 
of  them  in  Peru. 

The  new  Canadian  mines  in  Latin 
America  are  projects  that  were  once 
deemed  too  difficult  to  operate  because 
of  high  costs  and  political  concerns.  Now 
they  look  like  great  prospects.  So  say 
Christopher  Ecclestone  and  Mark 
Turner,  two  longtime  Latin  America 
hands  who  own  and  run  research  firm 
Hallgarten  &  Co.  from  New  York  and 


Early  Canadian  entry:  Barrick  mine  in  Argentina. 
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REMEMBER  A  GOOD 
NIGHT'S  SLEEP? 


It's  most  likely  you  haven't  gotten  one  lately.  Too  busy 
mulling  over  the  options,  too  concerned  to  truly  relax.  It's 
why  people  like  you  choose  people  like  us  to  help  identify 
the  options  and  capitalize  on  the  best  opportunities.  It's 
why  we  use  the  integrated  power  of  our  entire  institution- 
focused  on  emerging  and  mid-sized  companies  in  select 
industries-to  bring  value  to  your  business.  And  it's  why,  at 
the  end  of  the  day,  our  clients  do  get  a  good  night's  sleep. 


KeyBanc 

Capital  Markets 


For  more  information,  call  Christopher  M.  Gorman,  President,  at  216.689.3300,  or  go  to  key.com/kbcm. 

^      Raising  Capital 

Strategic  Advice 

Capital  Commitment 

Managing  Risk  j 

■  KeyBanc  Capital  Markets  is  a  trade  name  under  which  corporate  and  investment  banking  products  and  services  of  KeyCorp  and  its  subsidiaries,  KeyBanc 

i  Capital  Markets  Inc.,  Member  NYSE/FINRA/SIPC,  and  KeyBank  National  Association  ("KeyBank  N.A."),  are  marketed.  Securities  products  and  services  are 

I  offered  by  KeyBanc  Capital  Markets  Inc.  and  its  licensed  securities  representatives,  who  may  also  be  employees  of  KeyBank  N.A.  Banking  products  and 

j  services  are  offered  by  KeyBank  N.A.  ©2007  KeyCorp 
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Peru.  "You  just  scrape  the  surface,  and  in 
places  like  Peru  and  Ecuador,  you  find 
[goid  or  silver],"  says  Ecclestone,  an 
Australian  who  lived  in  Argentina  for  ten 
years.  "The  question  is  whether  it's  a 
good  or  a  great  find." 

The  Toronto-listed  miners  that 
Ecclestone  and  Turner  recommend  (one 
of  them,  Apex  Silver  Mines,  is  on  the 
American  Stock  Exchange)  are  at  the 
early  stages  of  development,  and  any- 
thing can  go  wrong.  None  is  profitable. 
Canadian  miners  aren't  new  to  the 
region:  Giant  Barrick  Gold  has  operated 
in  Chile  and  Argentina  since  1994. 

In  price/book  terms  they  may  appear 
expensive — around  7.8  versus  the  3  aver- 
age for  the  Amex  Gold  Bugs  Index.  But 
note  that  the  book  doesn't  reflect  the  full 
value  of  reserves  because  most  of  the 
companies  are  in  the  early  phases  of 
exploration.  Buying  Toronto-listed  stocks 
is  easy  to  do  for  Americans.  An  online 


trade  at  Charles  Schwab  costs  only  $  1 0  to 
$13  plus  1  or  2  cents  a  share.  The  point, 
Ecclestone  believes,  is  the  Canadian  min- 
ers have  much  more  growth  potential 
than  the  incumbent  Latin  companies. 

■  One  of  Ecclestone's  favorites  is  Min- 
era  Andes,  which  has  a  49%  stake  in  the 
San  Jose  mine  in  the  southern  Argen- 
tinean province  of  Santa  Cruz.  The 
remaining  51%  is  held  by  Hochschild 
Mining,  a  Peruvian  group  that's  listed  on 
the  London  Stock  Exchange.  A  feasibility 
study  of  the  mine  found  15.2  million 
ounces  of  proved  and  probable  silver 
reserves  and  288,000  ounces  of  gold 
reserves.  Mining  began  in  July,  and  the 
company  expects  to  reach  commercial 
scale  in  six  months,  with  annual  produc- 
tion goals  of  3.1  million  ounces  of  silver 
and  61,000  ounces  of  gold. 

Minera  Andes,  with  a  market  capital- 
ization of  $316  million,  lost  $10.4  million 
in  the  12  months  through  June  30  and 
has  yet  to  book  any  revenues.  Ecclestone 
expects  Minera  Andes  to  turn  profitable 
within  a  year. 


In  Peru  the  Hallgarten  analysts  are 
fans  of  Northern  Peru  Copper,  whose 
test  bores  show  a  sizable  reserve  of  7.3 
billion  pounds  of  copper  and  a  mine  life 
of  20  years.  The  mine  also  contains  silver, 
gold  and  molybdenum  (used  in  steel 
alloys) — a  common  combination  found 
in  the  Peruvian  Andes. 

Two  gambles  with  this  company  are 
1)  whether  it  can  raise  the  $1  billion 
needed  to  develop  the  mine,  and  2) 
whether  the  expansion  of  the  area's  elec- 
trical grid,  now  at  capacity,  will  occur  by 
the  20 10  target  date. 

Northern  Peru  Copper  had  no  rev- 
enues and  lost  $3.2  million  in  the  year 
ended  June  30.  With  a  market  cap  of  $329 
million  the  company  trades  at  a  cheap  4 
cents  per  pound  of  probable  copper 
reserves.  Turner  says  it's  very  difficult  to 
provide  hard-and-fast  earnings  estimates 
for  Northern  Peru  in  these  early  days.  For 
a  ballpark  figure,  he  estimates  that  with 
copper  at  $3  a  pound,  annual  copper 
revenue  for  Northern  Peru  could  reach 
$1  billion.  Silver,  gold  and  molybdenum 
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South  America's  miners  have  had  a  heady  ride  in  the  market.  But  the  feisty  Canadian  mining 
outfits  below  are  just  getting  started  and  could  hold  great  promise — if  metal  prices  stay  up. 

PRICE 


COMPANY  MINE  LOCATION 

METAL 

RECENT 

HIGH 

rnlvt/ 

BOOK 

APEX  SILVER  MINES  Bolivia 

silver,  zinc 

$18.06 

$22.35 

NM 

AURELIAN  RESOURCES  Ecuador 

gold 

8.65 

11.02 

10.6 

BAJA  MINING  CORP  Mexico 

copper 

2.20 

2.49 

7.7 

CANDENTE  RESOURCES  Mexico,  Peru 

copper 

2.16 

2.59 

4.8 

MINERA  ANDES  Argentina 

gold,  silver 

1.87 

2.40 

7.7 

NORTHERN  PERU  COPPER  Peru 

copper 

10.30 

12.54 

8.4 

Prices  as  of  Nov.  12  and  in  U.S.  dollars.  NM:  Not  meaningful.  Source:  Worldscope  via  FactSet 
Research  Systems. 


might  bring  in  an  additional  $360  million 
a  year. 

In  Ecuador  Turner  and  Ecclestone 
recommend  Aurelian  Resources,  a 
Canadian  gold,  silver  and  base  metals 
exploration  company  that  controls 
235,000  acres  of  mining  concessions.  In 
its  Fruta  del  Norte  site  a  drill  core 
showed  a  rich  32  troy  ounces  of  gold  per 
ton  of  rock.  In  early  October  the  com- 


pany published  a  resource  estimate  of 
13.7  million  ounces  of  gold  and  22.4  mil- 
lion ounces  of  silver.  Commercialization 
of  the  mine  is  still  a  few  years  away. 

Aurelian's  stock,  with  a  recent  market 
cap  of  $1.2  billion,  has  been  batted  about 
in  the  past  six  months  by  political  concerns. 
In  May  media  reports  quoted  Gustavo  Lar- 
rea,  a  government  minister  and  a  confidant 
of  President  Rafael  Correa,  as  saying  that 


miners  in  Ecuador  would  be  hit  with 
a  strict  tax  hike  that  would  take  away 
70%  to  80%  of  revenues.  It  seemed 
the  media  misinterpreted  Larreas 
remarks,  Hallgartens  Turner  says, 
and  that  the  threat  was  confined  to 
oil  companies.  Still,  in  November  the 
energy  and  mining  minister  said 
mining  royalties  will  be  imposed  on 
a  case-by-case  basis.  So  the  chance 
that  the  government  will  siphon  off 
proceeds  still  looms. 

One  other  reason  Ecclestone 
and  Turner  like  these  Canadian 
miners:  They  could  be  takeover 
targets  for  Chinese  companies 
looking  to  lock  in  a  supply  of  resources. 
Ecclestone  points  to  Aluminum  Corp.  of 
China's  $792  million  buyout  of  Peru 
Copper,  a  Vancouver  firm  also  in  the 
exploration  stage  and  Toronto-traded. 
The  deal  fetched  a  21%  premium  to 
Peru  Copper's  20-day  average  trading 
price.  "Chinese  companies  want  to 
corner  the  market  on  these  resources," 
says  Ecclestone.  F 


Know  what  these  terms 
mean  to  your  money? 

Even  if  you  do,  you  can  learn  lots  more  at 
finra.org.  FINRA  is  the  Financial  Industry 
Regulatory  Authority.  They  don't  sell  a 
thing  —  they  regulate  securities  firms  and 
stockbrokers  that  do.  And  as  a  not-for-profit 
financial  resource,  FINRA  offers  a  wealth  of 
unbiased  facts  and  tools  you  can  really  use. 
Education.  Not  opinions. 

If  you  want  to  find  out  how  a  rollover 
affects  your  401  (k)  or  when  a  small  cap  fits 
into  your  portfolio,  head  for  finra.org. 
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HOME  BUILDERS  DON'T  GET 
much  love  on  Wall  Street  these 
days:  The  sector  is  down  45% 
year-to-date.  But  emerging  markets  ana- 
lyst David  Riedel  couldn't  care  less  about 
U.S.  home  builders.  He  has  been  recom- 
mending Gafisa,  a  Sao  Paulo  home 
builder  whose  American  Depositary 
Receipts  are  up  52%  since  January. 

Gafisa's  revenues  are  expected  to 
surpass  $1.1  billion  in  2007,  up  60%  from 
2006.  In  Brazil  you  hear  little  talk  of 
housing  bubbles  or  market  meltdowns. 
There  are  buyers  for  1.2  million  new 
homes  this  year,  but  only  900,000  are 
being  built.  "This  is  a  well-capitalized 
way  to  play  the  longer-term  housing 
demand  in  Brazil,"  says  Riedel,  40  and 
founder  of  Riedel  Research  Group. 

The  usual  way  to  buy  into  emerging 
markets  is  to  buy  the  country  (or  coun- 
tries) and  not  worry  too  much  about  the 
individual  stocks.  According  to  Si. 


Boots 
On  The 
Ground 


IF  YOU  WANT  TO  GET 
INTO  FAR-OFF  MARKETS 
LIKE  INDIA  AND  POLAND, 
DONT  BE  PASSIVE 
ABOUT  IT,  SAYS  DAVID 
RIEDEL  HIS  GUERRILLA 
SQUAD  OF  ANALYSTS 
PICKS  OFF  STOCKS  ONE 
COMPANY  AT  A  TIME. 
BY  JOSHUA  LIPTON 
AND  ANDY  STONE 


David  Riedel  commands  a  foreign  legion  of 
of  31  stock  pickers  in  15  countries. 

Insight,  in  New  York,  an  estimated  $400 
billion  of  U.S.  investor  capital  is  in 
emerging  markets  via  mutual  funds  and 
exchange-traded  funds.  But  Riedel's 
research  firm  concerns  itself  with  stocks, 
not  countries. 

He  is  a  believer  in  shoe-leather  stock 
sleuthing  and  employs  31  analysts, 
mostly  natives,  in  15  countries  in  Asia, 
Latin  America,  and  central  and  eastern 
Europe.  This  crew  covers  320  stocks, 
from  India's  Tata  Motors  to  Malaysian 
hotel  and  casino  operator  Genting  and 
Czech  pharmaceutical  firm  Zentiva. 
Many  of  these  stocks  trade  in  New  York 
and  London. 

His  analysts  are  looking  for  what 
Riedel  calls  "domestically  oriented 
investment  ideas,"  meaning  companies 
not  reliant  on  exports  or  overseas  expan- 
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sion  for  growth.  Thus  many  of  his 
favorites,  like  Gafisa,  have  scant  correla- 
tion to  similar  stocks  in  developed 
nations,  so  they  make  excellent  hedges 
for  U.S.  investors. 

Riedel  largely  avoids  Mexico  pre- 
cisely because  it  is  not  far  afield.  There, 
"87%  of  business  activity  is  somehow 
linked  to  the  U.S.  You  might  as  well 
invest  in  the  U.S.,"  he  says.  "India  is  the 
exact  opposite.  It  has  a  huge  popula- 
tion and  good,  strong  domestic  com- 
panies that  produce  a  lot  of  value 
consumed  internally.  That  is  the  first 
thing  I  look  at." 

_GOIMG  LOCAL  


Brazil  produces  all  its  own  energy,  so  the 
country  is  less  susceptible  to  swings  of 
global  energy  markets.  In  1975,  90%  of 
its  energy  was  imported.  Today  Brazilian 
ethanol  meets  40%  of  the  nation's  fuel 
needs  and  Brazilian  oil  meets  the  rest. 

One  of  Riedel's  favorites  in  this  mar- 
ket is  Companhia  Vale  do  Rio  Doce,  a 
metal  miner.  "Rio  Doce  is  a  good  exam- 
ple of  Brazil  taking  control  of  its  own 
destiny,"  says  Riedel.  In  the  1970s  and 
1980s  Brazil's  mining  companies  were 
government  or  foreign  owned.  But  Rio 
Doce  was  privatized  in  1997  and  has 
grown  to  be  the  world  leader  in  the  pro- 
duction of  iron  ore  and  pellets,  in  high 
demand  in  China  and  elsewhere.  It  has 
operations  in  32  countries. 


David  Riedel's  on-the-ground  analysts  pick  stocks  that  profit  from  strong  local  economies, 
are  some  of  his  current  favorites  from  the  developing  world.  All  are  American  Depositary 
except  where  noted. 

PRICE 


Here 
Receipts, 


COMPANY  BUSINESS 

COUNTRY 

RECENT 

52-WEEK 
HIGH 

P/E 

BHARTI AIRTEL1  telecom 

India 

$21.17 

$29.23 

32 

COMPANHIA  VALE  DO  RIO  DOCE  mining 

Brazil 

27.50 

32.16 

13 

GAFISA  construction 

Brazil 

35.56 

40.93 

130 

ICICI  BANK  banking 

India 

57.50 

69.84 

24 

BANCO  ITAU  HOLDING  FINANCEIRA  banking 

Brazil 

23.47 

28.79 

18 

NATURA  COSMETICOS2  cosmetics 

Brazil 

10.31 

15.03 

17 

TURKCELL ILET1SIM  HIZMETLERI  telecom 

Turkey 

25.15 

28.00 

20 

Prices  are  as  of  Nov.  12  and  in  U.S.  dollars.  'Bombay  Stock  Exchange.  2Sao  Paulo  Stock  Exchange. 
Source:  Worldscope  via  FactSet  Research  Systems. 


Another  hot  market  getting  a  cool 
reception  from  Riedel  is  China,  which,  he 
cautions,  has  an  untested  banking  system 
("unlike  Brazil,  they've  never  been  through 
a  crisis")  and  stingy  consumers.  "The  last 
100  years'  turmoil  has  lead  to  a  hoarding 
mentality'  he  says.  "In  China  everyone  buys 
cars,  yet  people  will  get  an  incremental 
dollar  and  will  spend  70  cents,  save  30  cents. 
In  India  85  cents  gets  spent." 

With  a  $  1 . 1  trillion  economy  Brazil  is 
fertile  ground  for  Riedel.  Gross  domestic 
product  is  growing  at  4.5%  yearly,  and 
inflation  is  running  at  only  4%.  The 
Brazilian  currency,  the  real,  has  gained 
22%  against  the  U.S.  dollar  in  2007,  and 
Brazil's  trade  surplus  with  the  U.S.  is 
expected  to  be  $40  billion  for  the  year. 


The  son  of  Australian  immigrants, 
Riedel  was  raised  in  San  Diego  and  stud- 
ied Chinese  at  UC,  Berkeley.  He  earned 
an  M.B.A.  in  1992  at  the  Chulalongkorn 
University  in  Bangkok.  "Thailand  was 
the  fastest-growing  economy  in  the 
world  at  that  time  I  was  in  business 
school,"  says  Riedel,  one  of  the  few  West- 
ern students  there. 

For  Salomon  Brothers'  newly  opened 
office  in  the  city,  Riedel  covered  telecoms 
in  Southeast  Asia,  rising  to  head  of  Thai 
research.  "There  were  monopolies  being 
broken.  Privatizations  were  taking  place. 
It  was  an  exciting  time  in  the  industry," 
he  says.  But  like  many  other  analysts, 
Riedel  lost  his  job  in  the  wake  of  the 
stock  research  scandal  of  2002.  A  few 


months  later,  in  May  2003,  with  $200,000 
of  his  own  capital,  he  started  Riedel 
Research  out  of  his  apartment  in  New 
York  City. 

Almost  immediately  mutual  fund 
companies  signed  up  as  clients,  including 
Putnam,  GE  Asset  Management  and  Citi- 
group. Riedel  charges  $40,000  to 
$120,000  a  year  for  his  research,  depend- 
ing on  how  many  of  the  globe's  less 
developed  markets  you  want  covered. 
Most  of  his  billings  are  covered  with  "soft 
dollars" — meaning  the  costs  are  covered 
out  of  commissions  paid  to  brokerage 
firms  for  trading  stocks. 

Besides  avoiding  export  plays,  Riedel 
looks  for  rising  profit  margins,  cash  on 
the  balance  sheet  and  below-market 
multiples.  "If  the  Indian  market 
is  trading  at  22,  I  want  a  com- 
pany trading  in  the  teens.  If 
something  goes  wrong  with  the 
market,  those  highfliers  will 
pull  back  to  the  mean,"  he  says. 

Emerging  Europe  is  a  treas- 
ure trove  of  buys,  he  reckons: 
"It  serves  as  the  back  door  to 
developed  Europe.  It's  a  source 
for  technical,  highly  skilled 
labor."  He  likes  Turkish  cellular 
phone  company  Turkcell 
Iletisim  Hizmetleri.  It  has  a 
market  cap  of  $23  billion,  30% 
of  its  market  and  $1.6  billion  in 
cash  on  the  balance  sheet. 

No  matter  how  well 
plugged  in  his  analysts  are,  it's 
impossible  to  safeguard  against 
political  risks.  In  fall  2006,  after  the  Thai 
military  staged  a  coup,  Riedel  recom 
mended  shares  of  Thailand's  largest 
bank,  Bangkok  Bank.  His  thinking  was 
that  the  military  would  spend  heavily  on 
public  works  to  win  hearts  and  minds — 
good  for  the  banks,  which  finance  such 
projects. 

At  first  his  recommendation  pro 
duced  gains,  but  then  came  Dec.  19, 
2006,  the  day  the  military  government 
slapped  on  capital  controls  that  made  it 
difficult  for  foreign  investors  to  get  their 
money  out  of  the  country.  Bangkok  Bank 
tumbled  17%  in  a  single  day.  "It  was  a 
stark  reminder,"  Riedel  says,  "that  no 
matter  how  much  you  know,  you  can  gel 
surprises  in  these  markets." 
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Retirement.  Let's  make  the  most  of  it. 


There's  a  mighty  big  "if"  in  each  of  our  lives  and  it  has  to  do  with  retirement.  "If"  you  want  to  protect  what  you've  worked  so 
hard  to  accumulate,  you  need  the  right  partner.  As  a  leader  in  individual  insurance  and  employee  benefits,  MetLife  helps  you 
map  out  a  smooth  transition  from  work  to  retirement  and  beyond.  Starting  with  your  existing  coverage,  our  representatives 
I  work  with  you  to  create  your  personal  retirement  safety  net.  Protecting  retirements  for  over  100  years,  MetLife  has  the  expertise 
,-fmme  i  and  financial  strength  to  make  guarantees  for  the  "if"  in  life. 


Call  1-888-MetLife  or  visit  our  new  website: 
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Shock-Absorber 
  Funds  

THIS  YEAR'S  MARKET  VOLATILITY  IS  AGITATING  EVEN 
THE  MOST  STEELED  INVESTORS.  HERE  ARE  SOME 
FUNDS  TO  LET  YOU  SLEEP  BETTER  AT  NIGHT— AND 
STILL  BEAT  THE  MARKET.  BY  JAMES  M.  CLASH 


IF  YOU'RE  A  LONG-TERM  INVESTOR, 
daily  swings  in  the  market  aren't  sup- 
posed to  rattle  you.  You've  bought  to 
hold.  Wait  out  the  turbulence,  and  you 
will  make  money. 

But  if  you're  like  most  investors,  this 
year's  volatility  has  unnerved  you.  On 
Feb.  27,  in  reaction  to  a  plunge  on  the 
Shanghai  exchange,  the  U.S.  market  (as 
measured  by  the  S&P  500)  sank  3.5%. 
On  Sept.  18,  on  news  of  a  federal  funds 
rate  cut,  the  index  jumped  2.9%.  On 
Nov.  1,  after  rising  wildly  in  the  days 
before,  the  S&P  was  off  2.6%;  on  Nov.  13 
it  was  up  2.9%. 

If  you  are  in  either  an  index  fund  or 
one  that  owns  big  companies  and  tracks 
the  index,  you  are  participating  in  this 
market  mania.  Wouldn't  it  be  nice  to  own 
a  fund  that  doesn't  mimic  the  market's 
bipolar  disorder?  If  you  are  lucky  you 
might  get  one  that,  while  gyrating  less 
from  day  to  day,  nonetheless  returns 
more  over  the  long  term. 

It  is  impossible,  of  course,  to  know  in 
advance  that  a  fund  will  beat  the  market 
while  incurring  less  than  market  risk.  But 
it  is  possible  to  identify  funds  with  low-risk 
strategies  and  a  history  of  market-beating 
results.  With  these  you  stand  a  decent 
chance  of  accomplishing  the  very  difficult 
task  of  enhancing  returns  while  lowering 
risk.  In  the  table  (opposite)  we  list  six  low- 
risk  winners. 

Two  widely  used  measures  of  past 
performance  that  address  the  risk-versus- 
reward  tradeoff  are  beta  and  the  Sharpe 
ratio.  Beta  is  a  measure  of  market-related 
risk.  If  your  portfolio  has  a  beta  of  1.5, 
then  every  1%  move  in  the  market  tends 


to  move  your  portfolio  1.5%,  and  in  the 
same  direction.  Beta  is  not,  as  popularly 
presumed,  a  measure  of  volatility.  A  port- 
folio could  have  a  zero  or  negative  beta 
and  be  wildly  volatile.  Par  for  a  stock 
portfolio  is  a  beta  of  1 .0;  that  is,  by  defini- 
tion, the  beta  of  the  S&P  500  Index. 

The  Sharpe  ratio,  promulgated  in 
1966  by  Nobel  Prize-winning  economist 
William  Sharpe,  compares  risk  with 
reward.  To  get  it  you  subtract  a  risk- free 
return  (such  as  on  Treasury  bills)  from 


the  portfolio's  return  and  divide  what's 
left  by  the  standard  deviation  of  the 
portfolio's  returns.  (The  performance 
and  deviation  numbers  are  all  annual- 
ized.) A  negative  Sharpe  ratio  means 
that  a  portfolio  didn't  even  keep  up  with 
a  money  market  fund.  A  Sharpe  ratio 
above  0. 1  (measured  from  1997  to  2007) 
is  pretty  good. 

A  high  beta  is  not,  in  itself,  a  bad 
thing.  There's  no  harm  in  taking  on  risk 
if  you  get  paid  to  do  so — if,  that  is,  your 
returns  are  commensurately  high.  The 
Sharpe  ratio,  in  contrast,  is  a  measure  of 
goodness.  A  high  ratio  means  that  a  fund 
delivered  excellent  results  for  the  risk  it 
exposed  you  to.  It  might  have  done  that 
by  delivering  merely  average  results 
while  allowing  you  to  sleep  better  at 
night  than  the  owner  of  an  index  fund. 
Another  way  to  win  a  terrific  Sharpe 
ratio  is  to  deliver  a  superior  return  while 
exposing  investors  to  merely  average  risk. 

Goldman  Sachs  Growth  &  Income, 
which  buys  large-company  value  stocks 
like  Citigroup  and  Time  Warner,  illus- 
trates the  point.  Its  risk  level  over  the 
past  decade,  as  measured  by  its  beta,  is 
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COUNT  YOUR  SHEEP 

These  excellent  funds,  all  no-loads  with  reasonab 
return  over  the  last  ten  years — and  did  so  with  le 

FUND 

e  annual  expenses,  more  than  dou 
ss  risk. 

10-YEAR  AVERAGE 
TOTAL  RETURN     BETA  SHARPE 

bled  the  S&P  SOO's 

ASSETS  ANNUAL 
9/30/07  EXPENSES 
_J$MIL)_  PER  $100 

BRIDGEWAY  ULTRA-SMALL  COMPANY  MARKET 

14.7%         0.84  0.18 

$1,105  $0.67 

CGM  FOCUS  FUND 

24.8           0.63  0.21 

5,229  1.02 

COLUMBIA  ACORN  FUND-Z 

14.4           0.86  0.20 

21,680  0.74 

MERIDIAN  VALUE  FUND 

15.8           0.74  0.24 

1,740  1.08 

OSTERWEIS  FUND 

13.8           0.80  0.20 

375  1.21 

ROYCE  HERITAGE  FUND-SVC 

16.2           0.95  0.21 

126  1.33 

Performance  through  Oct.  31.  Source:  Upper. 

fairly  low  at  0.79.  But  its  return,  an 
annual  4.1%  over  the  last  ten  years,  is 
three  points  less  than  the  markets.  This 
was  not  a  good  tradeoff.  You'd  have 
done  better  putting  80%  of  your  money 
in  an  S&P  500  Index  fund  and  the  rest  in 
Treasury  bills.  The  Sharpe  ratio  for  the 
Goldman  fund  is  0.02. 

Now  let's  compare  the  Fidelity  Select 
Electronics  Portfolio  with  the  Vanguard 
Index  500  Fund.  The  Fidelity  fund  has 
averaged  7.4%  a  year  over  the  past 
decade,  better  than  the  7%  of  the  Van- 
guard fund.  But  it's  a  much  riskier  beast. 
Its  beta  is  2.1,  twice  that  of  the  index 
fund.  Sure  enough,  the  high-risk  elec- 
tronics fund  has  a  Sharpe  ratio  that  is 
nothing  special.  It  comes  out  as  0.08, 
equal  to  Vanguards. 

John  Osterweis  manages  the  Oster- 
weis  Fund  in  San  Francisco,  a  no-load 
Forbes  Honor  Roll  portfolio  that  has 
returned  an  annual  13.8%  for  the  last  ten 
years,  double  the  return  of  the  S&P.  It  did 
so  with  less  risk.  Its  Sharpe  ratio  of  0.20 
puts  it  well  ahead  of  an  index  fund. 

How  did  Osterweis  do  it?  He  loves 
unloved  stocks;  he  dislikes  favorites  that 
have  lots  of  momentum  and  trade  at  high 
multiples  of  their  earnings.  Osterweis 
cites  the  high-flying  tech  stocks  of  the  late 
1990s.  "We  didn't  own  any,"  he  says,  "and 
sure,  we  gave  away  upside  for  a  few  years, 
but  when  those  tech  stocks  went  down 
80%,  they  didn't  drain  our  portfolio." 

Osterweis  says  protecting  against 
falling  share  prices  is  as  important  as 
making  good  profits  in  bull  markets. 
Fund  managers  who  think  about  capital 
preservation  can  do  extremely  well,  even 


while  lagging  during  bull-market  fren- 
zies. "Take  the  bear  market  of  1973, 
when  the  S&P  was  down  45%.  Just  to  get 
even,  you  needed  to  rise  90%.  If  you  pro- 
tect against  serious  losses,  you  don't  have 
to  be  a  superstar  in  up  years,"  he  says. 

One  of  Osterweis'  current  favorites  is 
Annaly  Capital  Management,  a  REIT  that 
owns  high-quality  mortgages  guaranteed 
by  Fannie  Mae  and  Freddie  Mac.  Says 
Osterweis,  "It  is  unaffected  by  the  sub- 


prime  mortgage  mess. 
It  benefits  from  a  weak 
economy.  The  more 
the  Fed  cuts  rates,  the 
wider  its  lending 
spreads.  It's  counter- 
cyclical." On  Nov.  Is 
market  dip,  Annaly 
closed  virtually  the 
same  at  $17.05. 

Another  company 
Osterweis  owns  is 
Crown  Holdings,  the 
food  and  beverage 
canmaker.  Its  cash 
flow  from  operations 
(roughly  speaking,  net  income  plus 
depreciation)  is  well  in  excess  of  capital 
expenditures.  Osterweis  expects  the  left- 
over cash  to  be  used,  as  it  was  for  many 
decades,  on  share  repurchases.  "That 
protects  stocks  on  the  downside — com- 
panies buy  their  own  shares  on  dips — but 
also  increases  [earnings  per  share]." 
Crown  held  up  better  than  the  market  on 
the  Nov.  1  dip,  off  2%  to  close  at  $24.30. 
Sleep  on  that.  F 
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There  are  millions  of  reasons 
why  everything  should  have 

TUVRheinland! 

To  succeed  in  today's  highly  competitive  retail  climate  you  need  to 
focus  on  margins,  not  manufacturing  issues.  At  TUVRheinland®,  we 
know  this.  That's  why  our  Global  Retail  Solutions  group  works  with 
you  and  your  vendors  to  cover  virtually  every  step  of  the  process  from 
sourcing  through  sell-through.  With  over  a  century  of  experience  in 
overseeing  everything  from  design  to  delivery,  our  international  team 
of  experts  are  there  watching  your  back — and  your  bottom  line. 

Call  for  a  custom  consultation: 
1-TUV-Rheinland  (1-888-743-4652) 
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Protect  Your  Home 


YOU  CAN  USE  TAX  AND  FINANCING  TRICKS  TO  MAKE  THE  SLIDE 
IN  HOUSE  VALUES  FAR  LESS  DEPRESSING.  BY  STEPHANE  FITCH 


CALIFORNIA  HOMEOWNER  DANA 
Frank  is  resisting  the  temptation 
to  sell  her  three  houses  near  Los 
Angeles,  worth  $2  million  altogether.  Val- 
ues around  L.A.  are  shrinking,  and  Frank 
is  haunted  by  the  memory  of  the  states 
last  housing  slump  in  the  early  1990s. 

She  watched  it  grind  down  her 
Ukrainian  immigrant  parents  and  rob 
them  of  their  prized  3,000-square-foot 
home  in  a  fancy  suburb  north  of  the  city. 
Theyd  borrowed  too  much  and  were 
missing  mortgage  payments  by  the  time 
they  sold  in  1 997  for  a  price  roughly  equal 
to  the  $550,000  they  owed  on  it— and  less 
than  half  its  2007  value,  Frank  points  out 
ruefully.  "You  have  to  be  able  to  hang  on 


until  prices  rise,"  she  says. 

The  new  bear  market  in 
housing,  says  the  very  man 
who  fathered  the  bubble,  Alan 
Greenspan,  is  likely  to  continue  for 
another  year  or  more.  Even  if  you  have 
no  problem  making  your  mortgage 
payments,  watching  the  value  of  your 
home  nose-dive  is  a  grim  business. 

It's  grimmer  still  if  you  bought  in  the 
past  year,  as  14  million  Americans  have 
done,  because  in  that  case  you  probably 
are,  or  soon  will  be,  looking  at  a  paper 
loss.  To  pour  brine  in  your  wounds: 
Should  you  realize  this  loss  by  selling, 
you  can't  use  the  loss  to  shelter  gains  in 
your  stock  portfolio.  Tax  rules  treat  a  loss 


Dana  Frank  hopes  her 
equity  won't  vanish  like 
her  parents'  did. 
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on  your  home  as  a  non- 
deductible personal  item. 
Nevertheless,  a  few  tax 
tricks  and  other  financing  gambits  are 
available  that  take  the  sting  out  of  the 
bear  market.  Frank  is  trying  one  of  them. 
Some  ideas: 

GET  REAPPRAISED.  If  the  house  hasi 
tumbled  in  value,  your  property  taxes 
should,  too.  So  get  your  house  reap- 
praised by  your  municipal  assessor.  You 
may  even  be  able  to  petition,  or  sue  if  you 
must,  to  get  back  some  taxes  you  over- 
paid in  past  months. 
HOME  OFFICE.  Got  a  room  you  use  to 
make  a  living?  Dust  off  your  receipts.  You 
might  be  able  to  deduct  some  deprecia- 


sement 


It's  in 

Our  DNA 


When  Fujio  Mitarai  joined  Canon  Inc.  more 
than  40  years  ago,  it  was  a  relatively  small 
company  notable  for  two  things:  it  made  very 
fine  cameras,  and  it  had  boldly  opened  a  branch 
office  in  New  York  City  years  before.  The  young 
Mitarai  moved  to  America,  where  he  spent  the 
next  two  decades  helping  to  build  the  fledgling 
U.S.  operation  into  a  multibillion-dollar,  multi- 
product  high-tech  giant.  In  1995,  he  became 
president  and  CEO  of  the  parent  company,  and 
now,  as  chairman  and  CEO,  he  is  Canon  personi- 
fied —  that  rare  senior  executive  who  literally 
embodies  a  company's  history  and  spirit. 


o,  as  the  firm  marked 
its  70th  anniversary  re- 
cently, it  was  Mitarai 
who  explained  its  on- 
>ing  success  with  a  simple 
irase:  "Canon  exists  to  ex- 
nisehai  ["       sayS  witn  a  smile.  "It's 

our  DNA." 

Fujio  Mitarai  talks  a  lot  about  corporate 
"    NA,  and  it's  easy  to  see  why:  Canon  is  one  of 
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is  part  of  our  tradition. 

It's  one  of  the  things 

that  sets  Canon  apart/' 
■ 


those  unusual  companies  that 
identifies  and  nurtures  its  core 
values,  something  much  deeper 
and  stronger  than  a  superficial 
"corporate  culture."  There  is  a 
"Canon  Way"  of  doing  business, 
and  its  roots  go  back  the  better 
part  of  a  century.  For  Mitarai, 
it  is  impossible  to  really  understand  Canon  with- 
out grasping  the  company's  immutable  essence. 


Canon 
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A  Tradition  of  Excellence 


Net  Sales  and  R&D  Expenditures 

(billions  of  yen) 


4,000 


3,000 
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"The  first  key  to  understanding  our 
DNA  is  originality,"  the  Chairman  explains. 
He  stresses  that  he's  not  simply  talking  about 
the  steady  stream  oi  new  products  for  which 
Canon  is  famous,  but  also  the  new  technol- 
ogy that  underlies  those  products. 

A  quick  look  at  the  files  of  the  U.S. 
Patent  Office  proves  his  point.  Patent  awards 
are  one  good  indication  of  a  company's  abil- 
ity to  innovate,  and  Canon  has  been  one  of 
the  top  three  recipients  of  U.S.  patents  for  15  consecutive  years. 
In  short,  Canon's  new  products  are  often  based  on  new  technolo- 
gies, and  often  on  technologies  developed 
at  Canon  by  Canon  engineers. 

Important  as  this  tradition  is,  it  is 
only  part  of  the  company's  DNA.  Mitarai 
also  points  to  the  firm's  enterprising  spirit. 
That  may  seem  an  unusual  term  to  apply 
to  a  global  giant  like  Canon,  with  annual 
sales  of  around  $35  billion  and  120,000 
employees  around  the  world.  Yet,  as  the 
Chairman  explains,  it  is  a  fundamental 
part  of  how  the  company  thinks.  "We 
have  a  very  progressive  spirit.  It  is  more 
than  just  a  'spirit  of  change;'  it's  a  vital 
part  of  our  thinking  that  keeps  driving  us 
forward,  always  leading  us  to  do  better.  At 
Canon,  change  is  a  constant,  never-end- 
ing process.  If  a  company  doesn't  change, 
it  doesn't  grow." 

That  power  to  change  pushes  Canon 
to  reach  out  and  explore  new  business 
fields.  Mitarai  reminds  us  that  the  com- 
pany started  out  with  cameras,  but  when  it  saw  a  coming  shift  to 
more  modern,  more  efficient  offices,  it  began  developing  business 
machines.  As  industry  embraced  high-end  electronics,  the  ongoing 
need  for  increasingly  complex  semiconductors  became  apparent, 
and  so  the  firm  became  a  leader  in  producing  steppers,  a  key  device 
in  IC  manufacturing.  As  he  explains 
it,  "We  keep  developing  new  busi- 
nesses, always  looking  to  the  future, 
creating  the  right  kind  of  technol- 
ogy and  making  the  right  products 
to  meet  the  needs  of  each  era." 

Canon  has  another  tradi- 
tion that  is  unusual  for  a  Japanese 
company:  globalization.  Unlike 
so  many  firms  that  wait  until  they 
have  grown  large  enough  to  consid- 
er global  marketing,  Canon  aimed 
at  international  business  at  an  early 
stage.  Back  in  1955,  when  "Made  in 
Japan"  had  just  the  opposite  image 
ol  what  it  has  today,  Canon 


doesn't  change, 
it  doesn't  grow." 


2001     2002     2003     2004     2005  2006 

Net  Sales  (left  sale) 
•       R&D  Expenditures  (right  scale) 


opened  a  branch  office  in  New  York,  anci 
decade  later  Mitarai  was  there,  learning 
American  way  of  doing  business. 

"Some  Japanese  companies  think  fi 
and  foremost  about  their  domestic  m 
ket,  and  only  later  about  selling  oversea 
he  says.  "American  companies  seem  to  viq 
the  whole  world  as  their  natural  mark 
and  I  quickly  absorbed  that  way  of  thin 
ing.  I  began  emphasizing  our  global  str 
egy  ages  ago,  and  then,  when  I  became  president,  I  announcet 
long-term  plan  for  Canon  to  be  recognized  not  just  as  an  exc 
lent  corporation,  but  as  an  excellent  glot 
corporation." 

People  outside  the  company  are  qu 
to  focus  on  the  importance  of  Cano 
technology,  but  the  Chairman  points 
a  different,  equally  important  traditk 
caring  for  Canon's  people.  "We  place 
very  high  value  on  the  power  of  each  in< 
vidual  in  our  organization.  Nowadays  t 
is  considered  a  normal  part  of  doing  bu 
ness,  but  back  in  the  1930s,  when  we  fi 
started  treating  our  people  as  our  m« 
important  asset,  it  was  a  very  progressi 
almost  radical  idea." 

Today,  among  its  many  employ 
centered  programs,  the  company  is  esl 
daily  proud  of  its  system  of  Canon  Expe 
and  Canon  Master  Craftsmen,  which  n 
ognizes  outstanding  production  wo 
ers  for  their  skills,  gives  them  ranks  a 
titles,  and  encourages  them  to  teach  oi 
ers.  In  the  area  of  R&D,  Canon  Fellows  represent  the  highest  c 
ber  of  researchers  garnering  international  acclaim  for  their  worl< 
"To  our  way  of  thinking,  no  company  can  truly  succeed  wi 
out  attracting  and  nurturing  top-class  talent,"  Mitarai  asserts.  "T 
is  a  long-standing  tradition  at  Canon,  and  it  will  never  change. 


Canon  introduced  the  cell  production 
system  at  all  its  plants  worldwide,  pre 
viding  flexible,  just-in-time  productic 
(left).  The  Canon  Global  Management 
Institute  (above). 
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Tomorrow's  Technology  Today 


Customers  seldom  see  the  intangi- 
bles that  Canon  calls  its  DNA,  but  they 
do  see  the  results  —  innovative,  world- 
class  products  that  seem  to  appear  in  an 
endless  stream.  In  the  area  of  digital  cam- 
eras alone,  the  company  releases  almost 
20  new  models  every  year.  Add  to  that  a 
bevy  of  new  inkjet  printers,  laser  print- 
ers, faxes,  copiers  and  other  product  lines, 
si! )  and  the  size  of  this  flow  becomes  clear. 
iouncei  i  At  the  heart  of  this  river  of  new  tech- 
anextinology  is  Canon's  world-class  R&D  pro- 
gram. In  June  of  2005,  the  company 
completed  its  Leading-Edge  Technology 
Research  Center,  a  new  R&D  base 
located  on  the  campus  of  its  Tokyo 
headquarters. 

"It  is  our  massive  R&D  effort  that 
a  enables  us  to  constantly  create  original 
products,"  says  Mitarai.  "We  research  and 
(develop  new  technologies  in-house,  such 
t  as  our  unique  CMOS  sensors  and  DIGIC 
digital    imaging  processors 


7  M 


then 


we 


uar i  design  new  products  that  take  advantage 
rojrcssi  of  those  technologies,  such  as  our  state- 
of-the-art  digital  cameras;  and  finally,  we 
-••!,)  produce  these  products  ourselves,  with 
i  k  f  custom-designed  manufacturing  systems. 
0I)[(-n  Originality  in  all  things  is  part  of  our 
i  tradition.  It's  one  of  the  things  that  sets 
m  wt  Canon  apart." 

ranks  a  The  company  is  conducting  both  ba- 
K]Ln(jsic  and  applied  research  in  a  very  large 
umber  of  sectors.  Some  research  areas 
re,  of  course,  in  the  firm's  core  fields,  such 
s  cameras  and  printers,  office  machines 
nd  industrial  equipment,  but  others  are 
n  new  areas  where  the  Canon  name  is 
ot  yet  famous.  "Our  researchers  must 

nvestigate  a  wide  variety  of  technologies,  even  though  we  might 
ecide  to  develop  products  in  only  one  or  two  of  them,"  Mitarai 
lotes.  "Right  now  we  have  teams  studying  promising  aspects  of 
anotechnology,  biotechnology,  virtual  reality,  robotic  systems  for 
actory  automation  and  DNA  chips  for  medical  diagnostics. 

"Of  course,  I  can't  discuss  specifics  about  any  new  technologies 
n  our  R&D  pipeline.  However,  it's  no  secret  that  one  of  the  most 
nteresting  things  we  have  been  working  on  is  next-generation  dis- 
lay  technologies." 

Mitarai  reminds  us  that  Canon  specializes  in  both  input  and 
utput  devices,  so  developing  tomorrow's  display  technology  is  per- 

ectly  natural.  He  mentions  SEDs  (Surface-conduction  Electron- 

wide.  p      .  . 

:mitter  Displays),  which  combine  thin  design  with  high-definition, 
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The  complex  process  of  developing  a  new 
DNA  chip  (top).  Canon's  high-speed  digital 
commercial  printers,  which  have  output 
so  good  that  it  rivals  offset  printing  re- 
sults, can  save  companies  time  and  money 
(middle).  New  large-format  inkjet  printers 
boast  superb  photographic  image  quality 
and  exceptional  print  speeds  (bottom). 


lagemer 


Another  interesting  display  uses  Organic 
LEDs  (OLEDs),  a  new  technology  that 
takes  advantage  of  something  called  or- 
ganic electroluminescence.  "These  displays 
are  very  fast,  bright,  self-illuminating, 
give  off  no  heat,  and  consume  very  little 
power.  They  are  easy  on  the  eye  and  easy 
on  the  environment,"  says  the  Chairman 
with  pride.  OLEDs  are  idea!  for  small-format 
displays,  so  researchers  are  now  looking 
at  possible  applications  in  digital  cameras 
and  a  host  of  other  devices  that  now  use 
LCDs. 

Which  of  these  display  technologies 
will  become  "the  next  big  thing"  in  tomor- 
row's offices  or  living  rooms?  Mitarai  says 
even  he  doesn't  know.  "What  I  can  prom- 
ise you  is  that  we  will  leverage  our  exper- 
tise in  imaging  technology  to  bring  the 
most  innovative  products  to  market  in  the 
next  few  years." 

Canon  is  also  well  known  for  its  print- 
ing technology  —  its  reliable,  high-quality 
desktop  printers  are  popular  with  everyone 
from  students  to  professional  photogra- 
phers. Now  the  company  is  bringing  this 
considerable  expertise  to  the  world  of  digi- 
tal commercial  printing.  Mitarai  declares, 
"Canon  is  aiming  to  revolutionize  the 
printing  industry." 

The  firm's  new  digital  production  sys- 
tems provide  in-house  print  on  demand 
(POD)  capability,  which  allows  any  com- 
pany to  spot-print  catalogs,  sales  bro- 
chures, PR  documents  and  other  collateral 
in  any  volume.  These  digital  presses  pro- 
duce exceptionally  high-quality  output, 
good  enough  to  rival  conventional  offset 
printing,  while  maintaining  superior  col- 
or consistency  and  production  reliability.  Mitarai  notes,  "Digital 
press  does  for  high-end  printing  what  desktop  printers  did  for 
spreadsheets.  We  plan  to  expand  this  market  by  further  integrat- 
ing the  workflows  previously  used  in  offset  printing  to  help  com- 
panies bring  this  function  in-house." 

Canon  is  also  taking  advantage  of  its  acclaimed  inkjet  print- 
ing technology  to  create  large-format  printers  that  allow  corporate 
graphics  departments  to  produce  their  own  posters,  banners  and 
other  oversize  materials.  By  offering  these  two  new  product  lines, 
both  of  which  can  help  companies  lower  costs  and  increase  effi- 
ciency, Canon  is  continuing  to  expand  its  global  business  diversi- 
fication strategy. 


ligh-contrast,  low-distortion  imaging.  Although  yet  to  be  commer- 
:ialized,  this  technology  holds  great  promise  for  the  future. 


Canon 


nuvei  1 1  &  c  1 1 1  e  1 1 1 


Tsuneji  Uchida 

President  and  COO,  Canon  Inc. 


President  and  COO  Tsuneji  Uchida  mentions  a  new  produc 
area  where  digital  imaging  is  revolutionizing  an  old  practice:  tak 
ing  medical  X-rays.  Using  Canon's  digital  X-ray  system,  doctor 
can  now  capture  an  X-ray  image  and  see  it  almost  instantly  or 
a  high-resolution  display  instead  of  waiting  hours  for  film  to  de 
velop.  Moreover,  digital  X-rays  can  easily  be  viewed  over  a  hospita 
network  or  sent  electronically  to  a  remote  location.  Not  satisfiec 
with  this  remarkable  innovation,  Canon's  engineers  continued  tc 
make  the  equipment  better,  smaller  and  lighter,  ultimately  creatin 
portable  units  that  have  the  potential  to  dramatically  alter  emer 
gency  medical  procedures.  For  instance,  an  ambulance  crew  car 
rying  a  portable  X-ray  unit  can  examine  a  patient  on  the  spot  anc 
transmit  the  images  to  doctors  in  a  faraway  hospital  for  diagnosis 
So  some  of  Canon's  technology  is  not  only  making  life  more  com 
fortable,  but  actually  helping  to  save  lives  as  well. 


Transforming  Production  and  R&D 
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As  Mitarai  explains,  Canon  is 
steadily  focused  on  innovation  —  not 
just  innovation  in  products,  but  also  in 
terms  of  management,  production,  sales 
and  environmental  responsibility.  Part  of 
what  the  executives  mean  when  they  talk 
about  Canon's  DNA  is  that  the  company 
is  constantly  evolving. 

For  example,  Canon  continues  to 
transform  the  way  it  produces  what  it 
sells.  Years  ago,  the  company  began  to 
move  away  from  conveyor-belt  assembly- 
line  manufacturing  towards  "cell"  pro- 
duction, in  which  a  small  team  of  work- 
ers (a  cell)  assembles  specific  products 
from  start  to  finish.  This  approach  relies 
heavily  on  the  advanced  skills  of  individ- 
ual workers,  and  it  offers  great  flexibil- 
ity. Today,  cell  production  is  used  at  all 
Canon  production  bases  worldwide. 

But  this  dramatic  change  in  pro- 
duction style  is  only  one  step.  President 
Uchida  explains:  "As  global  demand  for 
our  products  grows,  we  must  increase 
production.  Simply  building  more  plants 
and  training  more  workers,  as  we  did  in 
the  past,  is  not  a  sustainable  approach. 
To  maintain  international  competitive- 
ness, we  need  to  fully  automate  produc- 
tion systems."  Needless  to  say,  the  com- 
pany is  developing  its  own  automated 
production  systems  in-house. 

In  fact,  Canon  is  doing  much  more 
than  automating  assembly  lines  to  max- 
imize efficiency;  it  is  "designing  in" 
automation  to  be  part  of  every  step  in 
the  production  process.  In  addition  to 
three-dimensional  computer-aided  design 


Cell  production,  such  as  this  group  building 
compact  digital  cameras,  eliminates  conveyor 
belts  and  allows  much  greater  flexibility  (top). 
An  automated,  high-precision  production  line  for 
toner  cartridges  (middle).  Using  a  3D  CAD  sys- 
tem to  develop  a  digital  SLR  camera  (bottom). 


(CAD),  the  firm  uses  computer-aidec 
engineering  (CAE),  which  allows  engi 
neers  to  create  "virtual  prototypes."  B 
creating  3D  models  of  future  products 
engineers  can  anticipate  and  solve  prob 
lems  while  still  at  the  virtual  stage.  Th 
speeds  up  development  cycles,  reduce 
costs,  and  enhances  the  end  product 
themselves. 

"Everything  comes  back  to  one  ke 
point:  Quality,"  says  Uchida  emphati 
cally.  "Ultimately,  everything  we  do 
aimed  at  improving  quality.  Cell  produc 
tion,  factory  automation,  virtual  proto 
typing  —  it's  all  part  of  our  commitmen 
to  relentless  quality  control  in  all  our  fa 
cilities  and  across  all  product  lines." 

Canon  today  is  an  extremely  glo 
balized  company,  deriving  almost  80°/ 
of  its  revenue  from  outside  of  Japar 
Yet  some  of  its  key  operations  remai 
in  Japan.  President  Uchida  notes  ths 
unlike  many  other  manufacturers  thi 
rushed  to  move  operations  overseas  i 
search  of  lower  costs,  "Canon  has  foun 
that  it's  advantageous  to  centralize  ke 
R&D  work  and  the  production  of  ke 
components  here  in  Japan,  at  least  for  th 
time  being."  Uchida  says  this  is  a  strate 
gic  move  to  make  more  efficient  use  C 
the  company's  resources. 

"Take,  for  example,  digital  camera 
a  product  with  a  very  short  life  cycl 
from  design  to  production  and  marke 
ing.  About  80%  of  the  final  value  adde 
in  these  products  is  sourced  in  Japar 
and  it  is  most  efficient  to  keep  as  much  c 
that  process  in  one  place  as  possible.  As 
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result,  Canon  today  manufactures  sev- 
eral key  technologies  largely  in  Japan, 
supported  by  assembly  operations  in 
Malaysia  and  in  China.  This  allows  us 
to  supply  the  world  with  outstanding 
digital  cameras,  while  reducing  the  total 
cost  of  our  components  and  optimizing 
production  efficiencies." 

Uchida  is  quick  to  point  out  that 
the  company  is  also  deeply  committed 
to  internationalization.  After  opening 
its  first  office  in  the  United  States  as 
far  back  as  1955,  the  firm  has  spread 
across  the  globe,  and  now  has  opera- 
tions on  five  continents. 

This  wholehearted  globalization 
involves  much  more  than  simply  local- 
izing sales  and  marketing  operations. 

"In  order  to  propel  our  growth 
well  beyond  2010,  we  are  exploring  a  number  of  new  business 
domains  and  deepening  our  ties  with  research  institutes  and  uni- 
versities around  the  world,"  Uchida  says  proudly.  "We  are  already 
-  making  advances  in  medical  technology,  factory  automation 
obotics,  safety  systems  that  help  improve  product  quality,  and 
many  other  fields.  Part  of  this  effort  is  to  further  basic  research, 
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Canon  conducts  R&D  around  the  globe,  including 
cooperative  research  with  prominent  universities 
and  other  research  centers.  Here,  a  researcher  at 
a  Canon  subsidiary  in  France  conducts  environ- 
mental impact  analysis  to  make  sure  that  even  the 
smallest  parts  are  safe  for  the  planet. 


which  is  essential,  but  another  part 
is  to  use  the  fruits  of  this  research 
to  develop  significant  new  applica- 
tions. Since  Canon  has  worked  hard 
to  excel  in  both  areas,  we  are  pleased 
to  share  our  R&D  strengths  with  re- 
search centers  outside  our  company." 

He  cites  important  medical 
research  being  conducted  as  a  coop- 
erative program  between  Canon  and 
some  of  the  world's  leading  universi- 
ties. In  order  to  realize  the  early  de- 
tection of  cancer,  heart  disease  and 
lifestyle-related  illnesses,  team  en- 
gineers are  creating  highly  accurate 
medical  imaging  devices  that  not  only 
help  doctors,  but  also  are  less  stressful 
for  patients.  This  equipment  takes  ad- 
vantage of  Canon's  advanced  optical 
technology,  expertise  with  precision  instrumentation,  and  sophis- 
ticated image  processing. 

Canon  is  participating  in  other  cooperative  research  programs 
around  the  globe,  always  looking  for  ways  to  deepen  its  own 
knowledge  while  at  the  same  time  sharing  its  know-how  with  top 
researchers  in  a  variety  of  fields. 
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The  More  We  Change,  the  More 
We  Stay  the  Same 


In  70  years,  Canon  has  transformed  itself 
dramatically  —  from  a  tiny  Japanese  camera 
,  maker  to  an  imaging  technology  giant  that 
jjjji  serves  consumers,  businesses  and  industries 
2  around  the  globe.  And  yet,  while  the  outward 
j  appearance  of  the  company  has  changed  com- 
ltes  t|  pletely,  the  basic  principles  that  lie  at  the  core 
m  [|,  of  Canon  —  the  company's  DNA  —  have  not 
„ :,  :hanged.  Business,  as  Chairman  Mitarai  re- 
„,<.,„,  ninds  us,  is  about  change  and  innovation,  but 
rJ|;,;  y  |t  is  also  about  having  a  sense  of  mission. 

"From  our  earliest  days  as  a  company,  we 
lhvays  thought  about  how  to  contribute  to 
lsistiai  >ociety,  and  later,  to  the  world  at  large.  We  knew  that  in  order  to 
*rovv  back  then,  Canon  had  to  become  a  major  exporter,  and  to 
ifexcel  at  that  we  had  to  go  overseas  early  and  build  an  international 
j  JK, lales  network.  However,  we  understood  from  the  very  beginning 
t.  That  we  could  not  simply  open  sales  offices  overseas  and  ship  the 
profits  back  to  Japan. 
,.       "For  a  multitude  of  reasons,  we  needed  to  and  wanted  to  in- 
,  r  fest  in  our  various  markets  by  creating  jobs  and  producing  lo- 
as much         m  tnose  communities.  This  was  true  in  the  United  States 
lalf  a  century  ago,  and  later  in  Europe,  and  more  recently  in 


with  [people  around 
the  world].  We  are  part 
of  their  growth  and  they 
are  part  of  ours.  We 
gain  in  so 


Fujio  Mitarai 


China  and  Southeast  Asia.  In  keeping  with  our 
corporate  philosophy  of  kyosei  (all  people  living 
and  working  together  harmoniously),  we  aim 
to  use  our  technology  and  products  to  contrib- 
ute to  societies  throughout  the  world,  so  that 
even  a  century  or  more  from  now,  people  will 
continue  to  respect  Canon  as  an  excellent  cor- 
poration that  has  continuously  helped  to  en- 
rich peoples'  lives. 

"Because  we  have  the  privilege  of  working 
together  with  people  in  various  lands,  not  only 
offering  them  skills  and  training,  but  teach- 
ing them  how  to  run  a  business  responsibly  in 
an  eco-conscious  world,  and  because  they  allow  us  to  become  an 
integral  part  of  their  communities,  we  are  part  of  their  growth  and 
they  are  part  of  ours.  We  all  gain  in  so  many  ways. 

"Learning  to  live  together,  to  share  prosperity,  and  to  make 
the  world  a  better  place  is  right  at  the  heart  of  the  Canon  Way," 
Mitarai  says.  "It  was  true  70  years  ago,  and  it  will  be  just  as  true  a 
hundred  years  from  now." 


Canon 
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tion  and  a  pro  rata  share  of  utilities  and 
maintenance.  The  depreciation  lowers 
your  cost  basis,  which  can  come  back  to 
bite  you  when  you  sell  at  a  profit.  But  if  the 
property  has  lost  value,  this  is  not  an  issue. 

Many  caveats  apply,  since  the  Internal 
Revenue  Service  closely  scrutinizes  home- 
office  deductions,  warns  Mark  Nash,  a  part- 
ner at  PricewaterhouseCoopers'  private 
company  services.  If  you  are  an  employee, 
(a)  the  home  office  has  to  be  not  just 
permitted  by  but  useful  to  your  employer, 
and  (b)  only  the  amount  exceeding  2%  of 
adjusted  gross  income  can  be  claimed  (as 
"miscellaneous"  items).  If  you  are  self- 
employed,  the  home  office  can  only  reduce 
your  taxable  income;  it  cannot  create  a  loss. 
For  both  categories  of  worker,  the  room  in 
question  has  to  be  used  regularly  and  ex- 
clusively for  work;  a  den  where  you  occa- 
sionally write  software  won't  cut  it. 
SALE-LEASEBACK  WITH  RELATIVE. 
Suppose  the  $1  million  home  you  and 
your  spouse  bought  five  years  ago  in 
Washington,  D.C.  has  been  appraised  at 
$1.8  million,  but  you're  convinced  your 
neighborhood  is  in  for  a  20%  correction. 
Sell  now  and  you'll  pocket  $500,000  of 
the  $800,000  gain  tax  free,  thanks  to  the 
exemption  on  profits  from  the  sales  of 
personal  residences.  You'll  pay  a  15% 
federal  tax  on  the  rest. 

Sell  the  property  to  a  wealthy  relative 
you  can  trust,  ideally  a  parent  or  grand- 
parent who's  got  a  few  million  tied  up  in 
safe  yet  stingy  Treasury  bonds.  Then 
become  a  tenant.  Your  rent,  which  covers 
your  property  taxes  and  insurance  but 
not  utilities:  less  than  $6,000  per  month. 

Have  outsiders  certify  that  the  sale  of 
the  house  and  the  rent  are  done  at  market 
rates  so  the  IRS  can't  argue  that  the 
arrangement  is  a  sweetheart  deal  designed 
to  disguise  a  gift  from  the  parents  and 
thus  keep  their  estate  taxes  low. 
BUY  IT  BACK,  POSTCORRECTION. 
If  your  parents  had  planned  to  pass  along 
an  inheritance  to  you  worth  more  than 
$2  million,  it  faces  a  45%  estate  tax  on 
anything  above  that  amount.  Continuing 
the  example  from  above,  suppose  in 
three  years  the  housing  market  has 
corrected  20%  and  stabilized. 


Your  parents  can  sell  the  real  estate 
to  you  now  at  the  diminished  value  of 
-$1.44  million.  The  $360,000  loss  they've 
endured  on  your  behalf  is  not,  if  the 
price  was  fair  at  the  time  of  the  transac- 
tion, a  taxable  gift. 

This  clever  strategy  can  go  wrong, 
though,  notes  PricewaterhouseCoopers' 
Nash.  If  the  housing  market  surprises 
you  and  booms  instead  of  tanks,  you 
may  have  to  buy  back  your  house  from 
your  parents  at  the  inflated  value.  They 
get  stuck  paying  a  1 5%  tax  on  the  gain  in 
their  investment  property. 

Let's  say  they  sell  it  on  the  open  mar- 
ket instead  of  back  to  you.  The  $360,000  loss 
in  value  on  the  home  is  a  capital  loss  be- 
cause it  was  a  commercial  venture  and  they 
were  landlords,  so  it  can  be  used  to  offset 
gains  on  your  parents'  other  investments. 
FUTURES  CONTRACTS.  A  year  and  a  half 
ago  the  Chicago  Mercantile  Exchange 
launched  investment  instruments  that 
trade  based  on  house  price  indexes  for  each 
of  the  ten  largest  U.S.  cities.  The  indexes 
are  managed  by  Case  Shiller  Weiss,  a  Cam- 
bridge, Mass.  consultancy  cofounded  by 
Yale  law  professor  Robert  Shiller. 

You  can  sell  futures,  buy  puts  or  sell 
calls  on  this  market  to  hedge  losses  in  the 
value  of  your  home.  Example:  You  have  a 
$3  million  home  in  Los  Angeles,  and 
you're  confident  that  it  will  shed  30%  of 
its  value  by  November  2009.  You  can 
have  a  broker  sell  futures  contracts  on 
your  behalf  in  Chicago,  where  traders 


will  your  home 
values  fall?  Housing  futures 
contracts  data  from  the  Chicago 
Mercantile  Exchange  offer  a 
clue.  Here's  the  expected 
decreases  over  the  next  two 
years,  according  to  folks  with 
money  on  the  line,  the  traders. 


Boston 


Chicago 


Denver 


Los  Angeles 


New  York 


-11.6% 


-€.9% 


-13.2% 


-1.1.5% 


-12.7% 


have  lately  been  betting  that  the  house- 
price  index  in  Los  Angeles  will  fall  only 
1 1.5%  over  the  next  two  years. 

Two-year  LA.  futures  contracts  were 
trading  recently  for  about  $57,000  each. 
Selling  52  of  them  would  cover  a  $3  mil- 
lion house.  You'll  need  to  put  up  $120,000 
in  a  margin  account  to  cover  your  trade, 
and  a  round-trip  trade  on  a  single 
contract  with  a  discount  broker  will  cost 
you  $50  in  fees. 

For  you  to  be  right  and  earn  a  profit 
on  your  contracts,  prices  in  Los  Angeles 
must  fall  more  than  11.5%.  Thus  a  20% 
drop  in  the  L.A.  housing  index,  say, 
would  generate  a  $255,000  profit  on  your 
contracts,  partly  compensating  you  for 
the  $600,000  loss  in  value  on  your  home 
in  L.A.  A  30%  fall  in  the  index  would 
generate  $555,000  in  profits  on  your 
contracts,  making  up  a  goodly  portion  of 
the  $900,000  loss  in  value  on  your  house. 

But  if  housing  prices  in  L.A.  fall  less 
than  1 1.5%,  you'll  pay  the  holder  of  your 
contracts  out  of  pocket.  So  if,  say,  hous- 
ing falls  only  5%  in  L.A.  in  two  years, 
you'll  owe  $190,000  on  your  contracts. 
(Plus  you're  out  $150,000  in  value  on 
your  home.)  You  face  a  high  risk  with 
this  trade  nowadays,  explains  New  York 
housing  derivatives  broker  Fritz  Siebel, 
who  trades  the  contracts  daily  for  institu- 
tional clients,  because  "the  market  is 
already  anticipating  a  correction  in  L.A." 
PARTIAL  SALE.  A  simple  way  to  limit 
your  downside  is  to  sell  a  chunk  of  the 
equity  in  your  house  to  an  investor. 
Suppose  you've  paid  off  your  $3  million 
Chicago  homes  mortgage  and  you  have 
firm  plans  to  sell  it  when  you  retire  in 
three  years  and  move  to  Palm  Springs. 
Your  neighbor  covets  your  home  and  has 
a  more  optimistic  view  of  its  future 
worth  than  you  do. 

Offer  to  sell  him  49%  of  the  equity 
and  the  right  of  first  refusal  when  you 
want  to  sell  the  whole  thing.  This  is  a  way 
for  him  to  lock  in  a  partial  price  now  and 
set  himself  up  for  a  private  (no  brokers, 
no  fees)  purchase  of  the  rest  from  you 
later.  If  the  market  surprises  you  and 
rises,  you'll  get  only  half  the  appreciation. 
But  you've  limited  your  downside. 

The  problem  is  that  neighbors  like 
this  are  hard  to  come  by.  A  San  Francisco 
firm  called  Rex  &  Co.,  backed  by  Ameri- 
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Transamerica  companies  offer  insurance,  investment,  and 
retirement  strategies  to  help  make  your  dreams  a  reality. 


Transamerica 

The  Power  of  the  Pyramid 


INSURANCE 

Insurance  products  underwritten  by  Transamerica  Oc 


INVESTMENTS 


an  AEGON  company 

RETIREMENT 

irwntten  by  Transamerica  Financial  life  insurance  Company, 
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can  International  Group,  offers  an 
intriguing  alternative.  Rex  will  buy  50% 
of  the  future  change  in  value  in  your 
home  over  its  current  fair  market  value, 
paying  you  around  15%  of  the  cash 
value  of  your  home  now  (tax  free)  and 
taking  back  those  funds  plus  half  the 
appreciation— above  what  the  house  is 
worth  now— when  you  sell  your  home 
after  five  years. 

The  deal  is  unappealing  in  a  rising 
market  but  a  good  hedge  when  prices 
tumble.  If  Rex  gives  you  $180,000  for 
the  future  appreciation  of  your  $1.2  mil- 
lion home  in  Seattle  and  the  house 
sheds  15%  in  value  in  the  next  five 
years,  you  pay  back  zero.  Fees  for  title, 
escrow  and  other  closing  costs  due  at 
the  outset  are  typically  covered  by  Rex. 
"It's  ingenious,"  says  New  York  finan- 
cial adviser  Michael  Cohn,  who  has 
counseled  some  clients  to  consider 
taking  the  deal.  (Most  of  Cohn's  clients 
don't  qualify  because  they  own 
cooperative  apartments  in  New  York, 
and  Rex  won't  purchase  interests  in 
co-ops.)  Cohn  says  a  deal  with  Rex  is 
especially  attractive  in  a  falling  market 
for  homeowners  who  plan  to  sell  in  not 
much  more  than  five  years. 
LEVERAGE  UP,  RENT  OUT.  Banks 
are  still  lending  up  to  95%  of  value  to 
homeowners  with  the  highest  credit 
scores.  California's  Frank,  a  Realtor,  is 
taking  advantage  of  that.  She  has  loaded 
$1.5  million  in  mortgage  debt  onto  her 
three  properties,  eliminating  higher- 
interest  loans,  and  that  leaves  plenty  of 
equity  on  the  properties  even  if  values 
sink  considerably 

She's  been  charging  $63,600  in 
yearly  rent  on  two  of  the  houses — she 
lives  in  the  third — enough  to  cover  the 
mortgage  interest  on  those  two  at  an 
aggregate  of  6.1%,  or  $57,600  a  year.  She 
has  $150,000  in  leftover  mortgage  pro- 
ceeds in  bank  certificates  of  deposit, 
yielding  5.5%.  That  provides  valuable 
liquidity  if  the  market  gets  even  worse. 
"If  I  need  the  money,  it's  safe,"  she  fig- 
ures. That's  more  than  can  be  said  for 
the  value  of  a  house  in  Los  Angeles 
these  days.  F 


It  Pays  to  Know 
 Your  Number  

TO  HOLD  DOWN  YOUR  TAXES  WHEN  YOU  UNLOAD 
SOME  SHARES,  KNOW  WHAT  YOU  PAID  FOR 
EACH  OF  YOUR  SHARES.  BY  ASHLEA  EBELING 


THERE'S  NO  DENYING  THIS:  TRACK- 
ing  what  you  paid  for  each  share 
of  a  stock  or  mutual  fund — so  you 
can  calculate  your  taxable  gain  when  you 
sell — is  so  tedious  that  a  lot  of  folks  just 
guess.  Congress'  Government  Account- 
ability Office  estimates  that  in  2001,  38% 
of  taxpayers  with  securities  gains  and 
losses  got  the  amount  wrong.  The  most 
common  reason:  They  misstated  what 
they  had  paid  for  the  security,  that  is, 
their  basis. 

If  you're  a  basis  slacker,  now's  the 
time  to  shape  up.  You  can,  as  always,  save 
taxes  by  careful  tracking  and  harvesting 


of  gains  and  losses.  But 
these  days  you're  more 
likely  to  get  some  help 
from  your  broker  or 
fund  company.  Plus, 
new  online  services 
make  it  easier  to  aggre- 
gate information  from 
all  your  accounts  and  fill 
in  basis  info  gaps  (see 
box,  p.  164). 

Charles  Schwab, 
Fidelity  and  Merrill 
Lynch  are  among  the 
firms  that  now  incorpo- 
rate gain/loss  data — to 
the  extent  they  have  it — 
into  clients'  statements. 
And  Congress  is  likely 
soon  to  require  brokers 
to  report  to  the  Internal 
Revenue  Service  and  to 
you  not  just  the  gross 
proceeds  of  securities 
sales  (as  they  do  now  on 
form  1099-B)  but  also 
your  cost  basis. 
So  why  not  just  wait  for  government- 
mandated  basis  reports?  Congress  will 
probably  require  brokers  to  track  stocks 
and  mutual  funds  bought  only  in  2009  or 
later.  More  important,  there's  no  guaran- 
tee your  broker  will  calculate  the  basis  of 
the  shares  in  a  way  that  minimizes  your 
tax  bill.  In  this  game  your  objective  is  to 
minimize  the  gain  and  to  maximize  the 
portion  of  it  considered  long  term  (taxed 
federally  at  up  to  15%)  rather  than  short 
term  (top  federal  rate  of  35%). 

Example:  You  bought  100  shares  of 
Google  in  April  2005  for  $200  a  share 
and  100  shares  in  April  2006  for  $400  a 
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share.  You  want  lo  sell  100  shares.  Since 
you've  held  both  lots  for  more  than  a 
year,  any  profit  is  a  long-term  capital 
gain,  taxed  at  a  current  top  rate  of  15%. 
When  you  give  your  broker  that  sell 
order,  the  default  rule— meaning  the  one 
he'll  use  if  you  don't  specify  otherwise- 
is  first  in,  first  out.  He'll  sell  the  first-in 
$200  shares,  producing  an  extra  $20,000 
in  taxable  profit  and  increasing  your 
federal  tax  bill  by  $3,000  (or  possibly 
more  if  you  pay  the  alternative  minimum 
tax).  Unless  you  have  some  capital  losses 
to  sop  up  your  gains,  you  likely  don't 
want  to  sell  the  lower-basis  shares. 

Instead,  knowing  your  basis,  you  tell 
your  broker  to  sell  the  shares  bought  in 
2006.  Fidelity  makes  it  easy  to  do  this. 
When  you  place  an  online  sales  order, 
you  check  a  box  for  "sell  specific  shares" 
and  indicate  which.  Schwab  and  Van- 
guard still  require  you  to  call  in  any 
requests  for  specified  share  sales, 
although  Schwab  says  it's  working  on  an 
online  system.  To  satisfy  the  IRS,  be  sure 
to  get  written  confirmation  (e-mail  is 
okay)  of  your  instructions.  (In  Fidelity's 
case  the  trade  confirmation  will  include 
the  share  detail.)  Keeping  such  confirma- 
tions will  become  even  more  important 
if  brokers  start  reporting  basis  to  the  IRS; 
you'll  need  it  if  your  broker's  basis  num- 
bers don't  match  yours. 

Google  is  a  simple  example.  Calculat- 
ing basis  (and  deciding  which  shares  to 
sell)  gets  messier  if  you've  held  a  stock  for 
decades  or  have  been  reinvesting  divi- 
dends, meaning  you've  bought  small  lots 
of  shares  at  different  prices. 

More  complications  ensue  if  mutual 
funds  are  involved.  There  are  four  possi- 
ble methods  to  calculate  basis  in  a  fund, 
but  the  fund  companies  assume  you're 
using  the  "single  category  average  cost" 
method.  They  add  up  the  price  you  paid 
for  all  your  shares,  including  those 
bought  with  reinvested  dividends  and 
capital  gains  distributions,  and  divide  by 
the  number  of  shares  you  own.  It's  called 
"single  category"  because  the  basis  of 
stock  you've  held  less  than  a  year  is 
mashed  together  with  your  long-term 
holdings.  When  you  sell,  you're  treated  as 


selling  the  oldest  shares  first;  those  you've 
held  for  more  than  a  year  are  taxed  at  the 
-lower  long-term  capital  gains  rate. 

Once  you've  sold  shares  using  this 
averaging  method,  you're  stuck  with 
using  it  for  that  fund,  even  if  it's  held  in  a 
different  account,  warns  Kaye  Thomas,  a 
tax  lawyer  and  author  of  Capital  Gains, 
Minimal  Taxes.  The  only  way  out  of  this 
is  to  sell  all  your  shares  and  then  buy  the 
fund  anew. 

Of  the  three  other  basis  methods,  the 
most  advantageous  taxwise  (and  proba- 
bly the  only  other  one  you'll  need  to 
know  about)  is  the  "specified  share" 
method.  You  instruct  your  fund  com- 
pany (by  phone  or  online)  which  shares 
to  sell,  as  you  would  with  an  individual 
stock.  (Again,  make  sure  you  get  and 
save  that  confirmation.)  Using  this 
method  requires  you  to  track  your  cost 
for  each  block  of  shares,  including  those 
purchased  with  reinvested  distributions. 

Fortunately,  if  you  bought  all  your 
holdings  in  recent  years  through  an 


online  broker  like  E-Trade,  this  informa- 
tion is  already  instantly  available  to  you 
online.  Cameron  Routh,  a  senior  vice 
president  of  Scivantage,  whose  Maxit 
cost-basis  tracking  software  is  used  by 
TradeKing  (and  is  in  pilot  tests  at  Bank  of 
America),  predicts  that  in  the  future  such 
basis  info  will  be  a  standard  feature  of 
brokerage  accounts. 

But  what  if  you  hold  securities  at 
different  brokers  and  fund  companies? 
Or  you  hold  very  old  shares?  Or  your 
broker  is  slow  to  get  with  it?  That's  why 
services  like  Gainskeeper  are  useful. 

Remember,  if  you  inherited  a  share, 
its  basis  is  what  it  was  worth  the  day  your 
benefactor  died  (or  six  months  later  if  the 
estate's  executor  chooses  the  alternate 
valuation  date).  If  Great-Uncle  Joe  gave 
you  shares  while  he  was  still  alive,  your 
basis  is  whatever  his  was.  Good  luck  fig- 
uring that  out. 

You  can  get  more  info  on  this  deadly 
topic  from  IRS  Publication  551,  down- 
loadable online.  F 


I 
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GAINSKEEPER  (www.gainskeeper.com)  You  can  download  information  from  mul- 
tiple brokerage  accounts  into  an  online  Gainskeeper  account  and  get  a  total  view  of 
your  unrealized  gains  and  losses,  as  well  as  those  realized  so  far  each  year.  A  "what 
if"  tool  analyzes  the  tax  impact  of  selling  different  shares.  The  BasisPro  feature  fills 
in  missing  cost-basis  information  so  long  as  you  can  estimate  the  purchase  date.  The 
service,  owned  by  Wolters  Kluwer,  is  a  good  choice  for  active  investors,  but  it  gets 
pricey  for  day  traders.  For  $69  you  can  track  1 50  different  lots  of  stock  or  funds  and 
use  BasisPro  15  times  a  year.  There's  a  20%  discount  for  E-Trade  customers.  Microsoft 
Money  Plus  Premium  comes  with  a  free  Gainskeeper  subscription.  Gainskeeper  will 
prepare  a  schedule  D,  reporting  your  gains,  to  attach  to  your  1040.  Or  you  can 
download  its  information  into  TurboTax  or  TaxCut. 

TRADELOG  (www.armencomp.com/tradelog)  This  service  caters  to  folks  who  do 
thousands  of  trades  in  a  year — or  don't  want  to  keep  their  personal  holdings  online. 
You  download  the  software,  keep  track  of  your  trades  on  your  own  computer,  and 
then  download  basis  updates.  Tradelog  has  the  most  sophisticated  system  for  track- 
ing and  reporting  wash  sales  and  a  free  help  line.  Pricing  ranges  from  $69  a  year  for 
200  lots  to  $297  for  an  unlimited  number. 

ACCUBASIS  (www.accubasis.com)  A  joint  venture  that  includes  the  Depository 
Trust  &  Clearing  Corp.,  AccuBasis  specializes  in  filling  in  missing  historical  basis  infor- 
mation. Say  you  bought  50  shares  of  Bell  Atlantic  in  1984.  Since  then  the  company 
has  had  three  splits,  spun  off  Idearc  and  changed  its  name  to  Verizon.  Plug  in  your 
original  purchase,  and  you'll  get  back  your  adjusted  basis  in  400  shares  of  Verizon 
and  20  shares  of  Idearc.  The  information  is  definitive,  but  it  isn't  cheap:  $19.50  for 
one  search,  $90  for  five. 

QUICKEN  (www.quicken.intuit.com)  The  personal  finance  software  from  Intuit  will 
download  investment  transaction  data  from  most  financial  institutions  to  your  com- 
puter. The  program  suggests  which  tax  lots  to  sell.  You  can  transfer  information  into 
Intuit's  TurboTax.  Quicken  versions  with  this  feature  cost  between  $59  and  $99,  but 
the  programs  are  often  on  sale  or  offered  as  a  deal  with  TurboTax. 
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Going  Commercial 


THE  RESIDENTIAL  MARKET  IS  FALLING.  BUT  NOT  ALL 
PROPERTY  IS  CURSED.  CONSIDER  BUYING  AN  OFFICE 
BUILDING  INSTEAD.  BY  DOROTHY  POMERANTZ 


J 


EFF  H.  HASSANNIA  BOUGHT  HIS! 
first  investment  property  when  he 
was  18:  a  tiny  $50,000  two-bedroom 
house  outside  of  Portland,  Ore.  That 
investment  led  to  a  lucrative  side  career 
as  a  landlord.  Over  the  next  15  years 
Hassannia,  who  is  also  an  engineer, 
bought  and  sold  six  homes,  ending  up 
with  a  $1.2  million  portfolio. 

But  three  years  ago  Hassannia  noticed 
housing  prices  were  going  up  faster  than 
rental  income.  His  call  was  a  bit  early,  but 
his  instinct  was  right:  This  was  trouble. 
"I  decided  to  get  out,"  he  says. 

Not  out  of  real  estate,  just  the 
housing  end  of  it.  He  moved  into  the 
commercial  market.  Hassannia  put 
$227,000  down  on  a  $650,000  2.3-acre 
junkyard  in  Redmond,  Ore.  that  had  an 
auto-wrecking  shop  on  the  property. 
While  this  might  not  be  a  glamorous 
holding,  his  tenant  faithfully  sends  him 
a  check  each  month  for  $3,500,  more 
than  enough  to  cover  his  mortgage.  The 
land  is  in  a  growing  part  of  Redmond; 
a  Wal-Mart  just  opened  a  few  blocks 
away  and  a  Home  Depot  is  slated  to 
open  soon. 

His  property  is  zoned  commercial, 
so  he  can  develop  an  office  or  classier 
building,  in  keeping  with  the  upgraded 
surroundings.  When  the  junkyards  lease 
is  up  next  year  he  can  decide  whether  to 
renew  it  at  a  higher  rent  or  to  sell  the 
land  to  a  developer. 

Last  year  Hassannia,  37,  ditched  his 
final  residential  property,  a  condo  in  Los 
Angeles.  His  portfolio  now  consists  of  five 
commercial  properties  worth  $5  million. 

Commercial  real  estate  falls  into  dif- 
ferent segments  with  their  own  demands 
and  economics.  For  individuals  the  most 
popular  assets  are  apartments,  small 
offices,  strip  malls  and  warehouses.  So 
far  the  real  estate  crash  hasn't  been  felt  in 
commercial  property.  And  2007  appears 
to  show  only  a  slight  deceleration  in 
commercial  rent  increases  from  2006. 

Apartments,  where  the  pace  of  in- 
creases is  in  line  to  slacken  from  5%  to  4%, 
have  benefited  from  still  high  home 
prices  and  tightening  mortgage-lending 
standards.  Offices  (up  a  percentage  point 
to  10%)  have  seen  continued  robust 
demand  for  space  thus  far.  Shopping 
centers,  which  play  host  to  day-to-day 
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reign  investing  involves  certain  foreign  risks,  including  currency  fluctuations  and  controls,  restrictions  on  foreign  investments,  less  governmental  supervision  and 
nutation,  less  liquidity  and  the  potential  for  market  volatility  and  political  instability.  Foseign  investments  involve  greater  risks  than  U.S.  investments.  Investments 
d  services  are -offered  through  Morgan  Stanley  &  Co.  Incorporated,  member  SIPC.  ©  2007  Morgan  Stanley. 


What  about  China?  There  is  great  opportunity  in  China,  but  it  takes  experience  to  find  it.  Since  1991, 
Morgan  Stanley  has  been  a  leader  in  bringing  Chinese  companies  to  the  international  capital  markets. 
We  were  the  only  foreign  securities  firm  to  help  set  up  China's  first  domestic  investment  bank,  and  to 
provide  U.S.  individual  investors  access  to  the  China  A  Shares  market.  If  you're  thinking  about  China, 
who  better  to  guide  you  than  the  people  who've  played  a  part  in  transforming  China's  economy?  Put  our 
experience,  access  and  insight  to  work  for  you. 


Ask  a  Financial  Advisor  today. 

Visit  morganstanley.com/WORLDWISE 
or  call  866.479.1836 
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necessities— drugstores,  hair  salons,  laun- 
dries—are down  0.5%.  (The  big  malls, 
owned  by  powerful  players  like  real  estate 
investment  trusts,  are  finding  meager 
advances  in  same-store  sales  at  their 
department  stores  and  boutiques.)  Ware- 
houses, their  growth  pace  off  only  half  a 
point  to  4%,  are  still  much  in  demand. 

Over  the  past  12  months  commercial 
real  estate  has  returned  an  average  13% 
(property  appreciation  plus  rental  in- 
come), says  commercial  brokerage  house 
Marcus  &  Millichap.  That  bests  the  8.4% 
total  return  from  the  S&P  500  and  far  out- 
strips the  circa  3%  return  on  single-fam- 
ily homes,  which  are  falling  in  price  but 
provide  rental  value  to  homeowners. 

Commercial  property  can  get  killed 
in  a  recession  (who  knows  when  that's 
coming)  but  over  the  long  haul  rewards 
owners  with  appreciation  in  line  with 
the  standard  5%  annual  growth  in  rental 
income.  Net  income  (rent  after 
expenses)  should  run  at  least  6.5%  of  a 
property's  value. 

Regardless  of  the  megatrends,  Harvey 
E.  Green,  chief  executive  of  Marcus  & 
Millichap,  notes  that  ways  always  exist  to 
wring  better  returns  from  a  property.  You 
can  improve  building  management  to 
stop  waste,  sign  up  higher- paying  tenants 
and  renovate  to  attract  more  of  them. 

As  with  the  residential  market,  credit 
for  buying  commercial  property  has 
tightened.  Gone  are  the  days  of  interest- 
only  mortgages.  You'll  have  to  put  down 
30%  of  the  cost  of  the  building  and 
amortize  your  loan.  A  high  down  pay- 
ment could  be  a  blessing  in  disguise;  it 
reduces  the  risk  that  you'll  run  up  a  loss 
that  can't  be  deducted  on  your  tax  return 
because  of  antishelter  legislation. 

GOING  IT  ALONE 
FORMER  MECHANIC  CHARLES  JONES 
owns  six  commercial  properties  around 
Louisville,  Ky.,  including  an  11,000- 
square-foot  self-storage  center  and  a 
small  metalworking  factory.  Last  year 
one  of  his  tenants,  who  ran  a  small  gro- 
cery store,  sent  him  die  keys  and  a  note 
saying  he  could  no  longer  run  the  place. 
In  order  to  keep  money  coming  in,  Jones 


stepped  in  to  run  the  store  himself  while 
he  looked  for  another  tenant.  He  figured 
the  store  would  lease  out  more  easily  if 
occupied. 

The  point:  Being  a  commercial  land- 
lord can  be  as  much  of  a  headache  as  run- 
ning any  other  business.  Be  prepared. 

Be  prepared,  especially,  to  spend  a  lot 
of  time  looking  for  an  investment  and 
checking  it  out.  Is  the  tenant  in  financial 
straits?  Is  there  chemical  waste  under  the 
parking  lot?  Is  the  zoning  about  to 
change  in  a  way  that  would  wreck  your 
resale  value? 

Don't  be  too  avid  to  do  a  so-called 
Section  1031  exchange,  a  swap  of  one 
investment  property  for  another  that 
enables  you  to  postpone  the  capital  gain 
tax  on  the  property  you're  giving  up.  This 
would  be  a  fine  idea  except  for  five 
things:  1 )  Middlemen's  fees  can  eat  up  a 
chunk  of  the  supposed  tax  saving. 
Remember,  the  tax  you  owe  is  only  on 
your  profit  from  the  first  property,  while 
the  fees  are  going  to  be  a  percentage  of 
the  whole  transaction.  2)  You're  not 
avoiding  tax,  only  deferring  it.  3)  The 
federal  rate  on  most  of  your  appreciation 
is  only  15%  now.  When  you  pay  tax 
down  the  road  the  rate  is  probably  going 
to  be  higher.  4)  The  tight  deadlines 
written  into  the  tax  rules  may  induce  you 
to  overpay  for  the  new  property.  5)  Some 
1031  escrow  agents  lose  the  money 
entrusted  to  them. 


IF  YOU  WANT 

TO  BE  A 
COMMERCIAL 

LANDLORD, 
ASK  YOURSELF: 

•  Do  you  want  to  invest  on  your 
own  or  in  a  group? 

•  How  much  work  do  you  want 
to  put  into  your  property? 

•  Is  a  1031  exchange  worthwhile, 
or  will  the  delayed  tax  benefits 
be  eaten  up  by  fees? 

•  Would  you  make  more  money 
buying  a  publicly  traded  REIT? 


All  that  said,  the  tax-deferred  swap 
could  make  sense  if  you  have  a  single 
investment  property  that  you  want  to 
trade  in  for  a  diversified  pool  and  you 
like  the  people  running  the  pool. 

GOING  WITH  A  GROUP 

YOU  CAN  FORM  A  POOL  OF  BUYERS 
with  people  you  know.  David  Rifkind,  a 
managing  director  at  real  estate  financier 
George  Smith  Partners,  says  that  in  addi- 
tion to  thinking  about  all  the  financial  risks 
inherent  in  a  real  estate  deal,  you  also  have 
to  think  about  the  personality  risks.  "Make 
sure  you're  investing  with  people  you 
know  and  trust  and  that  everyone's  inter- 
ests are  aligned,"  says  Rifkind.  A  perfect 
partnership  debate:  Should  you  pay  for  a 
cosdy  new  boiler  this  winter,  or  wait  and 
risk  the  old  one  breaking  down? 

You  may  want  to  buy  into  a  profes- 
sionally managed  pool,  whose  managers 
collect  fees  for  buying,  managing  and 
selling.  Some  pools  are  limited  partner- 
ships, some  are  "tenancies  in  common." 

Partnerships  tend  to  be  illiquid;  if 
you  want  to  sell  your  share  you  need  the 
consent  of  a  managing  partner.  (The 
partnership  agreement  spells  out  an  exit 
strategy  for  heirs  of  dead  partners.)  If! 
the  partnership  is  professionally  run  it  is 
called  a  syndicated  deal.  Brian  Shirken, 
head  of  Columbus  Pacific  Properties, 
says  that  upfront  fees  should  be  low  (less 
than  2%)  and  that  a  reputable  syndica 
tor  will  have  his  own  money  in  the 
investment  and  collect  his  profit  on  the 
back  end. 

Tenancies  in  common  are  to  partner 
ships  roughly  what  apartment  condos  are 
to  apartment  co-ops.  That  is,  fellow  TIC 
investors  have  less  say  in  how  you  dis 
pose  of  your  unit.  But  still,  if  you  want 
out  before  the  agreed  termination  date 
you  have  to  find  a  buyer.  TICs  normally 
last  only  five  to  ten  years.  If  you  go  with 
a  TIC,  protect  yourself  by  holding  it 
through  a  limited  liability  corporation 
you  control. 

There  are  plenty  of  companies  that 
manage  large  TICs,  such  as  Fort  Proper- 
ties out  of  Los  Angeles,  which  has  $415 
million  in  properties  under  manage- 
ment. If  you  are  planning  to  sell  an 
investment  property,  you  can  swap  your 
way  into  a  Fort  Properties  pool  via  Sec- 
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■ 


Our  parents  spent  their  working  years 
trying  to  pay  off  their  home  loan. 


Don't  be  like  your  parents. 


If  your  home  is  financed  with  the  same  tools 

your  parents  used,  including  today's  mortgages,  you  may 
be  missing  powerful  returns  on  your  money. 


Introducing  the  Home  Ownership  Accelerator.® 

It's  an  innovative  new  home  financing  tool  that  can 
minimize  the  interest  costs  of  owning  your  home  and 
maximize  the  return  on  your  cash.  The  Accelerator  is  the 
first  loan  to  fuse  a  full-featured  sweep  account  to  a  line  of 
credit  secured  by  your  home.  This  combination  results  in 
the  most  powerful  home  finance  tool  available: 

■  YOUR  CASH  FLOW  REDUCES  YOUR  HOME  LOAN  BALANCE, 
MINIMIZING  INTEREST  PAID 

■  YOUR  CASH  REMAINS  ACCESSIBLE,  WITH  FULL  CHECKING  FEATURES 

■  USE  IT  TO  ACCELERATE  PAYOFF,  AS  AN  INVESTMENT  PLATFORM, 
OR  FOR  EQUITY  ACCESS 

Your  traditional  mortgage  is  a  simple  repayment  schedule 
invented  decades  ago.  Your  separate  checking  account 
ignores  the  value  of  cash.  It's  time  for  a  better  option: 
the  new  Home  Ownership  Accelerator. 


5 


*  Discover  the  new  approach. 

See  why  thousands  of  money-savvy 
homeowners  across  the  country  are  saying 
this  is  the  home  finance  tool  of  the  future. 
Visit  us  online  to  learn  more  and  to  connect 
to  a  local  Accelerator-Certified  professional. 

www.cmghome.com/Forbes 


Home 

Ownership 
accelerator* 

Simple.  Flexible.  Effective. 


Ownership  Accelerator  and  the  yellow  flying  house  logo  are  trademarks  of  CMG  Financial  Services,  Inc.  ©  2007  CA  Doc  #4150025  under  CRLA;  Ml  Lie  #FR0989/#SR1689.  MO  OFI  HUD  Exempt  OH  DFI  #MB5018/#SM342.  OR  ML  Lie  #3000.  TN  DFI  Reg  #2275;  VA  Lie  #MLB-760. 
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tion  1031.  The  minimum  investment  at 
Fort  is  usually  .$500,000. 

TIC  funds  come  with  steep  fees.  Fort 
Properties  marks  up  the  equity  shares  it 
sells  by  10%.  It  doesn't  manage  the  prop- 


erties; it  farms  out  that  work  and  bills 
the  investors.  Typical  fee  for  finding  ten- 
ants, keeping  the  gardens  trimmed  and 
hiring  repairmen  for  the  elevators:  3% 
of  the  rent. 

The  most  hands-off  way  to  invest  in 
commercial  real  estate  is  through  a  pub- 
licly traded  real  estate  investment  trust, 


where  the  shares  are  totally  liquid  and 
pay  a  dividend.  So  far  this  year  REIT 
total  returns  are  a  negative  3.5%.  Still, 
they  pay  an  average  dividend  yield  of 
4%  and  tend  to  keep  up  with  the  stock 
market  over  long  periods.  And  a  REIT 
will  never  send  you  the  keys  to  the  busi- 
ness in  the  mail.  F 


Homeowners  Houschang  and  Dorte  Pakpour:  enticing  potential  buyers  with  more  than  just  ocean  views. 


The  Case  For 
Seller  Financing 


WANT  TO  SELL  YOUR  HOUSE  AT  A  NICE  PRICE? 
SELLER  FINANCING  MAY  HELP— IF  YOU  KNOW  WHAT 
YOU'RE  DOING.  BY  CARRIE  COOLIDGE 


IN  EARLY  OCTOBER,  WHEN  DORTE 
and  Houschang  Pakpour  put  their 
Mediterranean -style  villa  in  Laguna 
Beach,  Calif,  on  the  market,  they  put  a 
little  extra  bait  on  the  hook.  In  the  glossy 
sales  brochure  touting  the  ocean  and 
canyon  views,  European  gardens  and 
cathedral  ceilings,  the  Pakpours  noted 
that  seller  financing  was  available.  "I'm 
willing  to  work  with  a  serious  buyer,"  says 
Houschang  Pakpour,  62,  a  piano  restorer 
and  antique  dealer.  "I  figured  I  would 
just  be  putting  the  money  in  an  interest- 
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Home,  sweet  hybrid  home. 


Helping  Make 
Products  Better" 


The  Chemical  Company 


PROTECT 
THYSELF 

•  Verify  buyer's  income  with  his 
employer. 

•  Ask  for  signed  personal 
financial  statements  and 
copies  of  signed  tax  returns. 
Require  that  documents  be 
sent  to  you  directly  from  the 
buyer's  certified  public 
accountant. 

•  Be  named  as  "loss  payee"  on 
the  buyer's  homeowners 
insurance  policy,  so  if  there's  a 
catastrophic  loss,  your  financial 
interest  is  protected. 

•  Require  verification  that  real 
estate  taxes  are  paid  each  year. 


RealEstate 
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bearing  account  at  a  bank  anyway.  This 
way  1  can  make  a  little  bit  more." 

With  credit  markets  in  a  grand  funk, 
Pakpour  may  have  also  shortened  his 
odds  on  finding  a  buyer  and  of  getting 
his  asking  price  of  $2.8  million  for  the 
2,700-square-foot,  three-bedroom  house. 
Realtors  have  said  for  years  that  the  three 
most  important  terms  are  "location, 
location,  location,"  says  Tucker  Watkins, 
a  certified  financial  planner  with 
Ameriprise  Financial  in  Irvine,  Calif. 
"These  days  it's  location,  price  and  I 
terms." 

Nowadays  buyers  find  it  harder  to 
qualify  for  jumbo  mortgages,  those  in 
excess  of  $1  million.  That  is  true  even  for 
borrowers  who  have  pristine  credit,  says 
Lloyd  Streisand,  a  senior  loan  officer 
with  Sterling  National  Mortgage  in  Great 
Neck,  N.Y.  Watkins  observes  that  high- 
end  home  deals  "are  collapsing  at  the  last 
minute  because  lenders  are  balking  at  the 
price  or  appraisals.  And  many  lenders  are 
no  longer  making  jumbo  loans." 

The  Pakpours  are  willing  to  finance 
up  to  $500,000  of  the  purchase  price  of 
their  house  as  a  second  note.  The  buyer 
will  have  to  pay  the  remainder  in  cash  or  ! 
proceeds  from  a  first  mortgage.  In  five 
years  the  buyer  will  have  to  pay  off  the 
second  note  in  full,  though  there  are  no 
prepayment  penalties.  In  the  event  of  a 
default  the  Pakpours  can  take  back  the 
property,  provided  they  are  willing  to  pay 
off  the  first  mortgage  (or  persuade  that 
lender  to  let  them  assume  responsibility 
for  it). 

Seller  financing  doesn't  always  work 
out.  Alex  N.  Feick,  a  fee-only  financial 
adviser  at  Paragon  Capital  Management 
in  Denver,  recalls  one  client  who  offered 
seller  financing  on  his  $1 .3  million  home 
in  Mesa,  Ariz.  Prospective  buyers  had 
$75,000  in  cash  for  a  down  payment  but 
could  get  no  more  than  a  $1.1  million 
mortgage.  "My  client  was  nervous  about 
property  values  declining,  so  he  offered  ! 
to  hold  the  second  mortgage  for 
$125,000,"  says  Feick. 

The  seller's  contract,  which  was  to  be 
two  years  in  length,  spelled  out  that  if  the 
monthly  payment  of  $1,500  was  late,  a  j 


penalty  of  $3,000  would  be  tacked  on  to 
the  principal,  and  if  a  payment  was 
missed,  the  seller  could  initiate  fore- 
closure. Nonetheless,  the  buyers  were 
consistently  late  with  their  payments. 
After  30  months  the  $125,000  10%  note 
had  become  a  $185,000  debt.  The  seller 
had  neglected  to  include  a  clause  in  the 
contract  to  let  him  run  a  credit  check  on 
the  buyers.  "He  couldn't  find  out  if  they 
were  current  on  their  primary  mortgage," 
adds  Feick.  It  turned  out  the  buyers  were 
good  on  that,  just  consistently  late  with 
the  seller's  note.  "My  client  probably 
should  have  just  accepted  less  on  the  sale 
price  and  not  hassled  with  it,"  Feick  says. 

To  avoid  a  similar  situation,  a  seller 
should  do  everything  a  traditional  lender 
does  before  approving  a  mortgage.  Lisa 
Osofsky,  a  certified  public  accountant  at 
Weiser  LLP,  a  New  York  City  accounting 
firm,  offers  this  checklist:  Review  the 
buyer's  credit  history,  to  see  if  he  has  a 
record  of  late  payments,  bankruptcies 
and/or  outstanding  obligations.  Require 
personal  financial  statements,  so  you  can 
determine  if  the  buyer  has  adequate 
income  or  assets  to  support  the  loan. 
Work  with  a  real  estate  attorney  to  make 
sure  the  documents  are  drafted  properly 
and  with  an  escrow  company  to  create 
the  note  and  deed  of  trust.  Ask  for 
references  from  prior  lenders,  recom- 
mendation letters  from  landlords  and 
proof  that  the  buyer  is  in  good  standing 
with  his  employer.  Set  the  interest  rate  on 
the  loan  within  a  few  percentage  points 
of  the  going  bank  rate.  If  interest  is  not 
charged  or  the  interest  rate  is  too  low,  the 
IRS  will  assign  an  "imputed"  interest  rate 
to  the  transaction;  interest  is  taxable  as 
ordinary  income. 

The  best  protection  against  default  is 
a  hefty  down  payment.  "A  borrower 
probably  won't  walk  away  from  a  six-fig- 
ure, nonrefundable  down  payment,"  says 
Kevin  Carey,  an  agent  with  Prudential 
California  Realty  in  Laguna  Beach. 
Weiser's  Osofsky  also  recommends  that 
you  include  clauses  in  the  contract  that 
do  these  five  things:  impose  a  penalty  if 
payments  are  late;  require  proof  of 
homeowners  insurance  covering  fire  and 
other  perils;  give  the  seller  a  right  to  do 
annual  inspections;  require  the  buyer  to 
confess  if  he's  delinquent  with  the  first 


mortgage;  and  give  the  seller  periodic 
access  to  credit  reports. 

For  a  buyer,  seller  financing  is  easier 
I  to  qualify  for  than  a  traditional  loan. 
Plus,  the  interest  rate  might  be  better,  and 
if  the  seller  is  the  only  lender,  closing 
costs  will  be  lower,  since  there  will  be  no 
j  bank  application  fees  or  mortgage  insur- 
j  ance  required.  Buyers  should  get  several 
|  appraisals  of  the  property  to  make  sure 
they  are  not  overpaying,  as  well  as  an 
I  inspection  of  the  home  and  (as  with  any 
J  home  purchase)  a  title  search.  The 
mortgage  should  be  recorded  with  the 
!  county  clerk's  office,  even  though  this 
may  mean  paying  a  mortgage  tax, 
typically  1%  to  2%  of  the  loan.  The 
mortgage  must  be  secured  by  the  home 
i  in  order  for  the  buyer  to  deduct  the 
interest. 

The    taxman    considers  seller 
!  financing  as  an  installment  sale  if  the  sale 
of  a  property  is  at  a  gain  where  at  least 
one  payment  is  to  be  received  after  the 
tax  year  in  which  the  sale  occurs.  In  this 
I  case  the  seller  should  first  figure  out  how 
much  of  his  profit  is  taxable  (after  the 
exemption  of  up  to  $500,000,  if  he's 
eligible)  and  then  include  as  a  capital 
gain  each  year  an  appropriate  fraction  of 
his  principal  payments.  Do  think  about 
the  possibility  that  capital  gain  tax  rates 
I  will  go  up  before  the  note  is  paid  off, 
warns  Osofsky.  F 
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ALLOCATED  AND 
DIVERSIFIED?  I 


MM 


For  1  50  years,  people  have  been  coming,  to  us  to  put  their  minds  at  ease.  ,  NOrthWCSteri!  Milt  113. 


the  quiet  company " 
insurance  /  investments  /  ideas" 


northyvesternmutual.com 

mpmh^JJ?.?  N0Ho^,eDrn  MUlUi'  Li'e  lnsurance  C<V  Mi'wa^ee.  Wl.  Securities  offered  through  Northwestern  Mutual  Investment  Services,  LLC.  a  registered  investment  adviser 
member  NASD  and  SIPC  Past  performance  (6  no  guarantee  of  future  performance  and  no  investment  strategy  can  guarantee  a  profit  or  protect  against  a  loss  in  a  declining  market. 
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City  boy  Frederick  Gillis  goes  rustic. 


Bet  the  Farm 


FARMLAND  IS  A  GREAT  WAY  TO  PLAY  THE  COMMODITIES  BOOM. 
IT  HELPS  TO  HAVE  A  TEN-YEAR  HORIZON  AND  AN  INTEREST 
IN  THINGS  LIKE  DEBT-TO-PIG  RATIOS.  BY  NEIL  WEINBERG 


FREDERICK  J.  GILLIS  III  IS  A  FAST- 
talking  New  Englander  who  traded 
equities  on  the  floor  of  the  New 
York  Stock  Exchange  before  becoming  a 
financial  adviser  in  West  Roxbury,  Mass. 
Yet  the  idea  for  one  o*~  his  best  invest- 
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ments  didn't  come  from  his  insider's 
perch.  It  came  when  his  wife  suggested 
the  couple  put  money  into  farmland  in 
her  native  Nebraska. 

Gillis  paid  $510,000  for  160  acres 
in  Chase  County,  Neb.  in  2003  and 


another  260  acres  in  Sedgwick  County, 
Col.  two  years  later.  He  has  netted 
between  6%  and  8%  a  year  leasing  out 
the  land  to  farmers,  after  paying  a  man- 
agement firm  to  oversee  his  properties. 
That  doesn't  count  the  30%  capital  gain 


STOP 

THINKING  LIKE  A  BANK. 

START 

THINKING  LIKE  A  CUSTOMER 

IBM  is  helping  banks  reduce  the  time  it  takes  to  open  an  account  to  minutes  rather  than 
hours  or  even  days.  Institutions  can  now  have  a  full  view  of  their  customers  across  business 
units,  making  the  overall  customer  experience  faster,  easier  and  much  more  convenient. 
Start  exceeding  expectations  at  ibm. com/do/banking  STOP  TALKING  START  DOING 
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he'd  have  if  he  had  sold. 

Sounds  nice,  but  it  didn't  come  easily. 
Along  the  way  Gillis  bought  nonirrigated 
land  and  then  had  to  sell  it  after  discover- 
ing the  crops  weren't  reliable.  He  has  dis- 
covered that  owning  corn  is  a  good  way 
to  hedge  rising  feed  prices  for  his  hogs. 
And  he  has  learned  to  slow  his  big-city 
metabolism  by  listening  to  country 
music  before  calling  his  Cornhusker 
farm  tenants. 

Gillis  has  become  conversant  in  every- 
thing from  pivot  irrigation  machines  to 
debt-to-pig  ratios.  That's  how  you  know  if 
you've  taken  on  too  much  debt  to  buy  a 
bunch  of  the  porkers.  Usually  anything  up 
to  50%  of  a  pig's  value  is  tolerable.  A  270- 
pounder  ready  for  the  slaughterhouse  is 
worth  $130. 

"It's  been  a  good  investment,  but  if  I 
didn't  have  the  right  managers  oversee- 
ing things  for  me,  I  think  I'd  shoot 
myself?'  says  Gillis  of  his  farm  holdings. 

Half  the  farmland  in  the  Midwest  is 
owned  by  someone  who  isn't  tilling  it,  and 
most  of  those  owners  are  the  kids  and 
grandkids  of  farmers.  Gillis  is  part  of  a  small 
but  growing  vanguard  of  investors  with  no 
links  to  the  land.  They  are  looking  to  di- 
versify portfolios,  earn  income  and,  pos- 
sibly, harvest  capital  gains. 

As  a  diversifier,  farmland  has  a  lot  going 
for  it.  The  historical  returns  are  negatively 
correlated  with  stocks  but  tend  to  track  in- 
flation, which  makes  this  a  great  hedge  for 
conventional  portfolios.  Landowners  did 
well  during  the  Carter  inflation  of  the  late 
1970s,  badly  during  the  deflation  of  the 
early  1930s  and  the  disinflation  of  the  early 
1980s.  And  yes,  farmland  boasts  real  an- 
nual returns  in  the  6%-to-8%  range  (in- 
come plus  land  appreciation),  outpacing 
ten-year  Treasurys  by  three  to  five  percent- 
age points.  Rather  than  generating  rental 
income,  returns  from  futures  for  corn, 
beans  and  the  like  are  sapped  by  freight  and 
storage  costs. 

Renee  Haugerud,  managing  principal  of 
Galtere  Ltd,  a  $1.2  billion  (assets)  commodi- 
ties hedge  fund,  calls  owning  farmland  "ab- 
solutely the  best  way  to  own  commodities." 

But,  as  with  Miami  condos,  so  too 
with  cropland  in  Iowa:  What  goes  up  can 


go  down  for  fairly  long  stretches.  Some- 
one buying  farmland  today  is  buying 
after  a  20-year  bull  market,  one  now 
fueled  artificially  by  ethanol  subsidies. 

The  last  time  a  speculative  frenzy 
swept  the  farm  belt  was  during  the  1970s 
grain  boom,  when  the  Soviets  were 
importing  vast  quantities  of  the  stuff 
from  the  Midwest.  Prime  land  in  Illinois 
and  Iowa  topped  $3,000  an  acre  before 
falling  50%.  Only  recently  has  acreage 
recovered  to  prebust  levels.  Some  posi- 
tive signs  this  time  around:  Farmers  have 
avoided  going  into  debt  to  buy  up  land, 
and  rising  world  demand  for  food  and 
feed  looks  more  sustainable  than  Soviet 
imports  proved  to  be. 

For  those  looking  to  join  in  the  har- 
vest but  not  to  turn  in  their  cars  for  trac- 
tors, the  two  ways  to  do  so  are  by  buying 
land  directly  or  by  investing  in  a  fund 
that  does  it  for  them.  Neither  is  as  easy, 
or  inexpensive,  as  plunking  down  money 
in  a  good  no-load  mutual  fund  that  han- 
dles commodities. 

With  the  direct  method  it  pays  to 
consider  working  through  a  farmland 
management  firm,  which  can  evaluate  a 
potential  investor's  objectives,  scout 
appropriate  land  (a  mix  of  crops  or  live- 
stock is  the  wisest  approach),  find 
farmer-tenants,  run  the  books  and  take 
the  crops  to  market. 

Farmers  National  Co.  helps  absentee 
farm  owners  manage  3,600  properties 
spread  from  Colorado  to  the  mid-South. 
The  Omaha  firm  has  been  fielding  a 
handful  of  calls  lately  from  prospective  in- 
vestors, like  Gillis,  with  no  links  to  farm- 
land. Its  fees  for  acquisition  average  5%, 
including  commission,  and  management 


GROW  SLOW 

Farmland  is  an  excellent  way  to 
hedge  stocks  and  inflation.  But 
with  prices  for  prime  tracts  hav- 
ing risen  at  double-digit  rates 
the  past  few  years,  is  this  the 
wrong  time  to  dig  in?  Not  neces- 
sarily. A  long-term  horizon  can 
flatten  out  the  bumps,  and  in 
many  areas  prices  are  still  about 
the  same,  or- even  lower,  than 
they  were  a  decade  ago. 


fees  average  between  6%  and  10%  of  the 
rental  income.  Clients  will  need  to  put  up 
at  least  $250,000  to  buy  100  acres  in  fringe 
areas  of  the  Midwest,  like  North  and 
South  Dakota,  and  twice  that  to  buy  into 
hot  markets,  like  Illinois  and  Iowa,  says  Lee 
Vermeer,  the  firm's  vice  president  of  real  es- 
tate operations.  Watch  your  leverage  as  you 
would  with  a  pig. 

Hancock  Agricultural  Investment 
Group  caters  to  institutions  and  individ- 
uals with  at  least  $40  million  to  pony  up 
and  two  to  three  years  to  build  out  a 
portfolio.  Much  of  its  land  supports  "per- 
manent" crops,  meaning  almond  and 
other  trees,  and  various  vines.  The 
Boston  company  claims  that  its  investors 
have  earned  average  returns  of  12%,  net 
of  fees,  the  past  15  years. 

For  those  looking  to  avoid  the  red- 
hot  Midwest  and  to  invest  less  than  $50 
million,  Hancock  Ag  President  Jeffrey 
Conrad  suggests  considering  apple 
orchards  in  Washington  (typical  price, 
$30,000  for  a  well-planted  acre)  and 
cranberry  bogs  in  Wisconsin  ($12,000). 
"Plenty  of  options  are  actually  cheaper 
than  they  were  ten  years  ago,"  he  says. 

Further  afield,  New  York  fund  manager 
Haugerud  is  putting  together  a  $200  million 
farmland  investment  limited  partnership  to 
buy  land  in  the  Midwest  and  Brazil.  A  Min- 
nesota farm  native  who  traded  commodi- 
ties for  Cargill  and  who  has  been  investing 
in  farmland  since  the  mid-1980s,  she  believes 
rising  worldwide  incomes  and  populations 
will  support  a  commodities  bull  market  for 
years  to  come. 

Even  so,  she's  hedging  her  Midwest 
strategy  by  buying  land  between  40  and  150 
miles  from  metropolitan  areas.  That  way, 
residential,  commercial  and  recreational 
development  demand  will  support  rising  I 
prices,  even  if  farming  doesn't.  Currently, 
farmland  in  Minnesota,  Iowa  and  Illinois 
is  going  for  $2,800  to  $6,000  an  acre  but 
getting  taken  out  for  development  at 
$7,000  per  acre. 

Brazil  is  the  world's  low-cost  pro- 
ducer of  ethanol  and  is  the  breadbasket 
of  South  America.  It  would  benefit  from 
a  repeal  of  the  U.S.  ethanol  tariff.This  is 
a  good  hedge  against  the  prospect  of  a 
rational  U.S.  energy  policy,  a  remote  but 
still  frightening  risk  for  someone  who 
owns  acreage  in  Iowa.  F 
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STOP 

SELLING  WHAT  YOU  HAVE. 

START 

SELLING  WHAT  THEY  NEED. 

IBM  helps  major  insurance  companies  develop  flexible  operations  so  they  can  offer  clients 
personalized,  dynamic  services,  and  bring  down  processing  costs  at  the'same  time. 
Start  exceeding  expectations  at  ibm. com/do/insurance  STOP  TALKING  START  DOING 


BIG  GULP:  THIS  1811 
COGNAC  COULD  GO 

FOP.  $5,000  AT 
NEW  YORK'S  FiRST 
SPIRITS  AUCTION 
SINCE  PROHIBITION. 


Alternativelnvesting 
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Bidding 
For  Booze 


LIQUOR  AUCTIONS  ARE  BACK 
IN  NEW  YORK  CITY.  THIS  PRESENTS 

INVESTORS  WITH  MORE 
THAN  A  DRINKING  OPPORTUNITY. 

BY  MATTHEW  SWIBEL 


THE  SORT  OF  PEOPLE  WHO,  IN  AN  EARLIER  CENTURY, 
might  have  been  bidding  on  tulip  bulbs  have  a  new 
mania  to  indulge:  wine  and  liquor.  The  fine-wine  mar- 
ket, as  measured  by  the  benchmark  index  of  the  London  Inter- 
national Vintage  Exchange,  an  electronic  fine-wine  market, 
has  spurted  ahead  at  a  34%  compound  annual  rate  over  the 
past  three  years.  Trading  volume  on  the  exchange  is  up  112% 
since  last  year.  At  an  auction  in  October  in  New  York  City 
Sotheby's  persuaded  a  buyer  to  bid  $262,900  for  a  case  of  1990 
Romanee-Conti,  4%  higher  than  the  record  high  for  burgundy 
set  at  rival  Christies  a  few  days  before. 

Distilled  spirits  are  not  far  behind.  McTear's,  a  Glasgow  auc- 
tion house,  has  been  running  sales  of  rare  whiskeys  since  2000. 
In  September  an  anonymous  bidder  paid  the  equivalent  of 
$60,000  for  a  157-year-old  bottle  of  Bowmore,  an  Islay  single 
malt.  Now  New  York  City  is  getting  in  on  the  action.  The  recent 
repeal  of  a  Prohibition-era  state  law  limiting  resales  of  hard 
liquor  will  enable  Christies  to  auction  off  $250,000  worth  of 
cognac,  armagnac,  whiskey  and  other  spirits  on  Dec.  8. 

Is  alcohol  a  serious  investment?  Not  really— unless  you  have 
faith  in  greater-fool  economics.  The  intrinsic  value  of  a  bottle  of 
booze  is  the  pleasure  of  drinking  it,  and  for  a  fine  wine  that  value 
peaks  within  a  vintage-determined  number  of  years  of  when  the 
cork  went  in.  (Whiskeys  can  last  virtually  forever.)  But  you  can 
always  buy  with  the  notion  that  some  collector  will  pay  you  even 
more.  If  this  fails  to  occur,  consuming  the  portfolio  is  an  option. 

Stocks  pay  dividends;  bottles  cost  money  to  store.  The  commis- 
sion on  trading  securities  runs  around  0.1%;  on  wine  and  whiskey 
it's  350  times  as  high  (auction  houses  take  up  to  20%  of  the  bid 
amount  from  sellers  and  also  charge  the  buyers  a  surcharge  of  20%). 
With  liquor,  logistics  can  get  sticky.  Most  states  have  restrictions  on 
the  buying  and  selling  of  alcohol,  so  budget  for  extra  taxes  on  mov- 
ing your  prize  across  state  lines  once  you  identify  a  licensed  shipper. 

If  neither  these  matters  nor  the  insane  prices  bother  you, 
follow  these  tips: 

APPRECIATE  AGE.  Before  the  bottle  of  Bowmore  the  old  auc- 
tion record  for  a  single  malt  was  set  in  2002,  when  McTear's  got 
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$41,000  for  a  bottle  of  Dalmore  containing  whiskey  from  four 
vintages  dating  from  1868  to  1939  and  bottled  in  2001. 

Christie's  upper-range  estimate  for  the  Napoleon  Cognac 
Grande  Fine  Champagne  of  the  Halley's  Comet  vintage  of 
1811 — a  desirable  yet  rarely  available  prephylloxera  vintage — is 
$5,000,  or  5%  above  what  the  same  vintage  sold  for  at  Sotheby's 
in  June  2006. 

BID  ON  THE  BOTTLE.  In  2006  a  half-liter  of  Cognac  Vieille 
Fine,  with  the  shoulder  embossed  "1789"  and  bearing  a  small 
printed  label  stating  "Paillard,  2  Chaussee  d'Antin"  won  a  bid 
of  $12,000.  Christie's  has  estimated  an  eight-bottle  set  of  Cour- 
voisier  cognac — with  one  signed  by  Erte,  the  20th-century 
Russian-born  painter — at  $10,000  to  $16,000;  fine  retailers  sell 
the  same  bottles  sans  signature  for  $1,000  apiece. 
BEWARE  OF  PHONIES.  Oxbow  Corp.  President  William  Koch 
filed  a  civil  suit  in  federal  court  in  New  York  alleging  that  a 
German  wine  merchant,  Hardy  Rodenstock,  had  forged  bottles 
of  wine  he  claimed  had  belonged  to  Thomas  Jefferson  and  had 
been  discovered  in  a  bricked-up  cellar  in  Paris.  (Rodenstock 
says  he  had  been  fooled  and  sold  them  without  knowing  they 
were  fake.)  U.S.  prosecutors  have  launched  a  criminal  investi- 
gation into  counterfeit  wine  sales,  sending  subpoenas  to 
collectors  and  auction  houses,  including  Christies  in  London 
and  Zachys  in  New  York  (which  are  not  themselves  under 
investigation).  F 


ART  FOR  IMBIBERS: 
CHRISTIE'S  THINKS 
THIS  ERTE-SIGNED 
COGNAC  BOTTLE 
COMMANDS  A 
PREMIUM. 


The  most  valuable  asset  in  any  M&A  deal. 

You  &  Us 


Exceptional  advice  and  strong  relationships  are  the  most  important  assets  in  every  deal.  At  UBS,  we  deliver 
independent,  impartial  advice  by  listening  to  our  clients  and  understanding  their  needs.  This  approach  led  to 
our  advisory  role  on  the  two  largest  announced  deals  in  the  third  quarter  of  2007 — the  $43  billion  sale  of 
Alcan  and  the  $26  billion  sale  of  Hilton  Hotels.  In  addition,  we  have  an  Exclusive  Sales  and  Divestitures  Group 
that  has  helped  us  achieve  a  #1  ranking  globally  for  all  announced  transactions  of  $1  billion  and  under.1 

Wherever  you're  located  and  whatever  the  size  of  your  business,  we  can  help  deliver  the  most  important  asset  to 
any  M&A  deal.  The  global  power  of  "You  &  Us." 


Investment 
Bank 


You  &  Us 


UBS 


'homson  Financial,  YTD  2007  through  October  1 5.  In  the  U.S.,  securities  underwriting,  trading  and  brokerage  activities  and  M&A  advisor  activities  are  provided  by  UBS  Securities 
C,  a  registered  broker-dealer  that  is  a  wholly  owned  subsidiary  of  UBS  AG,  a  member  of  the  New  York  Stock  Exchange  and  other  principal  exchanges,  and  a  member  of  SIPC 
ie  Alcan  transaction  is  pending  as  of  October  26,  2007.  This  announcement  does  not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 
UBS  2007  All  rights  reserved. 
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Your  Charity 
Dollars  at  Work 

IF  YOU  LIKE  EFFICIENCY  IN  ALMSGIVING,  IT'S 
TOUGH  TO  TOP  BROTHER'S  BROTHER  FOUNDATION 
OF  PITTSBURGH.  BY  WILLIAM  R  BARRETT 


THE  MANCHESTER  SECTION  OF 
Pittsburgh,  Pa.  is  a  gritty,  graffiti- 
plagued  neighborhood  of  aging 
row  homes  and  commercial  buildings, 
hardly  where  youd  imagine  an  interna- 
tional relief  agency  would  set  up  shop. 
But  real  estate  there  is  cheap,  tonic  for 
Brothers  Brother  Foundation,  a  penuri- 
ous nonprofit  that  ships  medical  sup- 
plies, books  and  shoes  around  the  world. 
In  2000  it  paid  $450,000  for  a  27,000- 
square-foot  ex-factory  to  serve  as  its  sole 
office  and  warehouse.  Instead  of 
installing  a  $70,000  elevator  to  its  third- 
floor  headquarters,  it  put  $5  folding 
chairs  on  staircase  landings  for  weary 
climbers. 

"There  is  a  sense  here  that  you  are 
not  supposed  to  be  wealthy  working  for  a 
charity,"  says  Luke  L.  Hingson,  BBF's 
longtime  president,  casually  dressed  in  a 
room  sporting  peeling  paint  and  a  good 
view  of  the  former  chicken-rendering 
plant  next  door.  He  was  paid  $113,400 
last  year,  half  what  counterparts  at  some 
comparable  nonprofits  got. 

The  half-century-old  nonprofit 
shipped  $262  million  of  donated  prod- 
ucts around  the  world  last  year  while 
spending  not  even  $1  million  on  over- 
head. Its  charitable  commitment- 
amount  of  total  expenses  that  went  to 
the  nonprofit  mission— rounded  to 
100%.  That  makes  it  as  efficient  as  they 
come  on  our  list  of  the  country's  200 
largest-by-private-donation  nonprofits 
(see  p.  182).  BBF  has  only  ten  full-time 
employees,  who  multitask  like  crazy; 
Webmaster  Ryan  Gindlesperger,  for 
instance,  does  double  duty  using  the 
single  truck  to  fetch  lonations.  BBF 


spent  $160,800  seeking  contributions, 
another  100%  ratio  for  fundraising 
efficiency. 

BBF  is  a  gift- in-kind  charity,  meaning 
the  big  bulk  of  the  donations  are  goods, 
rather  than  money.  Others  in  this  genre 
include  Gifts  in  Kind  International,  MAP 
International,  Direct  Relief  International 
and  food  banks.  At  BBF  only  $1.7  million 
of  the  $267  million  received  in  2006  pri- 
vate donations  was  cash,  mostly  from 
around  Pittsburgh.  The  rest  was  goods — 
mainly  medicines — valued  at  wholesale 
from  a  dozen  firms,  including  Barr 
Laboratories,  Apotex  and  McGraw-Hill. 

Gift-in-kind  charities  don't  have  to 


work  too  hard  to  deliver  high  efficiency 
numbers.  Corporations  donating,  say, 
drugs  or  computers  are  motivated  by  tax 
breaks— one  law  allows  a  double-the- 
cost-of-goods  deduction — and  so  the 
cost  of  soliciting  a  $30  million  gift  is  a 
small  fraction  of  the  gift's  value.  Still, 
these  charities  need  money  to  move  the 
goods.  "The  cash  allows  us  to  do  more," 
Hingson  says.  "We  don't  sit  on  it." 

BBF  has  sent  goods  for  both  emergency 
and  nonemergency  purposes  to  121  coun- 
tries, including  Cuba,  North  Korea  and  Sad- 
dam Hussein's  Iraq.  BBF  uses  other  nonprof- 
its already  on  the  ground  abroad  rather  than 
its  own  people  to  distribute  donated  goods. 
Last  year  another  charity,  Food  for  the  Poor, 
handled  two-thirds  of  shipments,  mainly  to 
the  Caribbean.  Distributions  in  Ghana  and 
the  Philippines  were  overseen  by  Rotary 
chapters  there.  "We're  more  like  a  philan- 
thropic brokerage,"  says  Hingson.  "We  get 
commodity  offers,  and  we  act  quickly."  He 
concedes  that  the  transfer  of  the  goods 
allows  two  nonprofits  to  get  credit  for  the 
same  largesse.  (In  an  inefficient  charity,  such 
baton  passing  can  camouflage  what's  going 
on;  here,  it  does  no  harm.) 

BBF  was  founded  in  1958  by  Hingson's 
renowned  anesthesiologist  father,  Robert  A. 
Hingson.  He  invented  a  jet  inoculation  gun, 
able  to  give  1,000  vaccinations  an 
hour  and  credited  with  saving 
many  lives  in  Africa  (a  photo  of 
Hingson  with  Nobel  laureate 
I  Albert  Schweitzer  hangs  in  the 
Lj  BBF  office).  The  charity's  original 
name,  drawn  from  the  famous 
biblical  verse  about  family  respon- 
sibility, was  Brother's  Keeper.  But 
it  was  changed  after  a  Nigerian 
medical  student  complained,  "We 
don't  need  a  keeper;  we  need  a 
brother."  Hingson  moved  BBF 
from  Cleveland  to  Pittsburgh  in 
1968  when  he  took  a  new  hospi- 
tal job.  BBF  broadened  its  mission 
from  teaching  foreign  locals 
how  to  give  vaccinations  to  sup- 
plying goods. 

Now  55  and  the  youngest  of 
five  children,  Luke  Hingson 
recalls  helping  out  at  BBF  as  a 
child.  After  graduating  from 
Tufts  in  1974  with  a  history 
degree,  he  joined  full-time — 
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donations  then  were  just  $1  million— 
and  never  left.  He  took  over  in  1981 
when  his  father,  who  died  in  1996, 
retired. 

To  attract  donations,  BBP  depends 
mainly  on  its  reputation,  word  of  mouth 
and  occasional  local  publicity  when  one 
of  its  200  annual  cargo  containers  leaves 
the  warehouse  for  a  hot  world  disaster 
spot,  such  as  the  2004  Indian  Ocean 


tsunami  or,  a  rare  domestic  effort,  2005s 
Hurricane  Katrina.  No  direct  mail,  no 
galas,  no  walkathons,  no  celebrities.  Says 
Vice  President  Karen  Dempsey,  "People 
don't  give  us  money  for  fundraising. 
They  give  us  money  to  do  something." 
Her  pay  last  year  as  chief  fundraiser  and 
Hingsons  number  two:  $65,300. 

1  lingson  certainly  has  seen  it  all.  One 
publisher  offered  20,000  copies  of  the 
Pennsylvania  drivers  manual  (rejected). 
Scamsters  peddle  stolen  or  even  nonexist- 
ent goods.  Hingson  says  that  BBF  won't 


accept  anything  unless  it's  in  good  shape 
and  there's  a  use  for  it  soon.  He's  had  to 
cope  with  Sierra  Leone  taxing  shoes  as 
luxuries,  authorities  in  the  former 
Yugoslavia  tracking  deliveries  by  ethnic 
area  and  the  fact  that  in  the  Third  World, 
"We  can't  always  get  receipts." 

Much  of  the  material  goes  abroad 
directly  from  the  donor  in  deals  that  BBF 
arranges.  The  rest  goes  through  the  two- 
story  warehouse  below  the  office,  where  it 
is  prepared  for  shipment  by  full-time 
staffers— both  of  them.  F 


RATING  NONPROFITS 


Do  your  homework  before  you  donate. 

This  is  our  annual  survey  of  the  country's  200  largest  nonprofits  by 
private-gift  revenue.  We  exclude  (among  others)  academic  institu- 
tions, charities  with  just  a  few  donors  (such  as  most  private  founda- 
tion), religious  entities  not  reporting  numbers  and  nonprofits  whose 
data  we  question.  The  first  70  appear  below.  The  other  130,  plus  more 
information  for  all  200,  including  executive  pay,  are  online  at 
forbes.com/charities. 

Higher  is  better  for  the  efficiency  ratios.  But  be  careful  comparing 
numbers  for  nonprofits  in  different  callings.  The  symbol  next  to  each 


ratio  shows  the  trend  from  a  prior  year.  Charitable  commitment  is 
how  much  of  total  expense  went  directly  to  the  charitable  mission 
rather  than  management,  fundraising  or  certain  other  overhead. 
Average  this  year:  85%,  down  1%.  Fundraising  efficiency  measures 
the  share  of  donations  left  after  the  cost  of  soliciting  them.  Average: 
90%,  unchanged. 

Donor  dependency,  down  1  %,  calculates  the  fraction  of  the  gifts 
needed  to  break  even.  A  ratio  above  100%  indicates  the  nonprofit 
had  a  deficit,  while  a  negative  ratio  shows  that  it  was  so  flush  from 
other  sources  (like  investment  income  or  service  fees)  that  it  could 
have  made  ends  meet  with  no  largesse  whatsoever. 

—William  P.  Barrett 


TOTAL 

PRIVATE 

INDEXES  AND  TRENDS 

REVENUES 

SUPPORT 

CHARITABLE 

FUNDRAISING 

DONOR 

ORGANIZATION  HEADQUARTERS 

(SMIL) 

(SMIL) 

COMMITMENT' 

EFFICIENCY2 

DEPENDENCY1 

ALZHEIMER'S  ASSOCIATION  Chicago  IL 

$210 

$181 

78 

A 

83 

▲ 

89  ▼ 

AMERICAN  CANCER  SOCIETY  Atlanta  GA 

1,132 

952 

69 

▼ 

78 

▼ 

82  T 

AMERICAN  DIABETES  ASSOCIATION  Alexandria  VA 

214 

165 

76 

▼ 

73 

T 

103  A 

AMERICAN  HEART  ASSOCIATION  Dallas  TX 

593 

476 

77 

▲ 

82 

▼ 

97  A 

AMERICAN  JEWISH  JOINT  DISTRIBUTION  COMMITTEE  New  York  NY 

269 

234 

92 

• 

99 

• 

89  A 

AMERICAN  RED  CROSS  Washington  DC 

6,020 

3,068 

94 

A 

95 

▲ 

82  A 

AMERICARES  Stamford  CT 

887 

885 

99 

• 

99 

▼ 

113  A 

AMERICA'S  SECOND  HARVEST  Chicago  IL 

677 

664 

98 

• 

99 

• 

103  ▲ 

BIG  BROTHERS  BIG  SISTERS  OF  AMERICA  Philadelphia  PA 

274 

206 

78 

• 

85 

▲ 

100  A 

BOY  SCOUTS  OF  AMERICA  Irving  TX 

1,077 

426 

87 

▼ 

89 

▲ 

26  ▼ 

BOYS  &  GIRLS  CLUBS  OF  AMERICA  Atlanta  GA 

1,449 

664 

80 

• 

90 

• 

73  ▼ 

BROTHER'S  BROTHER  FOUNDATION  Pittsburgh  PA 

268 

267 

100 

• 

100 

• 

99  T 

CAMPUS  CRUSADE  FOR  CHRIST  Orlando  FL 

498 

454 

85 

▲ 

92 

• 

90  T 

CARE  USA  Atlanta  GA 

658 

249 

91 

• 

91 

• 

95  ▲ 

CATHOLIC  CHARITIES  USA  Alexandria  VA 

3,619 

756 

87 

▼ 

94 

• 

92  A 

CATHOLIC  MEDICAL  MISSION  BOARD  New  York  NY 

161 

161 

96 

T 

98 

• 

93  T 

CATHOLIC  RELSEF  SERVICES  Baltimore  MD 

573 

220 

94 

• 

89 

▼ 

111  A 

CHRISTIAN  AID     WRiES  Berlin  OH 

192 

192 

99 

• 

99 

▼ 

107  A 

CHRISTIAN  BROADCASTING  NETWORK  Virginia  Beach  VA 

253 

163 

81 

• 

82 

T 

96  A 

CHRISTIAN  CHILC    N'S  FUND  Richmond  VA 

209 

189 

81 

• 

88 

• 

101  A 

COMPASSION  INTERNATIONAL  Colorado  Springs  CO 

258 

257 

84 

▲ 

92 

▲ 

96  • 

CYSTIC  FIBROSIS  FOUNDATION  Bethesda  MD 

226 

134 

88 

▲ 

86 

T 

77  ▼ 

DANA-FARBER  CANL              !TE  Boston  MA 

723 

372 

90 

▼ 

% 

▲ 

64  A 

DIRECT  RELIEF  INTERl         -  ,;  Santa  Barbara  CA 

243 

241 

99 

• 

100 

• 

64  ▼ 

EASTER  SEALS  Chicagol, 

892 

144 

85 

▼ 

76 

82  A 

FEED  THE  CHILDREN  Okla! 

664 

643 

86 

T 

89 

▼ 

102  A 
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It's  not  just  about  where  your  dreams  will  take  you. 
It's  where  you  take  your  dreams. 


Whether  your  dream  is  to  become  a  painter  or  start  a  winery,  the  best  place  to  start  is  with  someone  who 
believes  in  your  dreams.  That's  why  more  people  come  to  Ameriprise  for  financial  planning  than  any  other 
company.*  Our  Dream  >  Plan  >  Track  >®  approach  to  financial  planning  begins  with  your  dreams,  not  numbers. 
Dream  >  Plan  >  Track  >  is  an  ongoing  process  where,  together,  you  and  an  Ameriprise  financial  advisor  will 
define  your  dream,  develop  your  plan  and  track  your  progress  —  making  sure  your  dreams  and  your  plans  are 
one  and  the  same.  Get  started  today  at  ameriprise.com/plan  or  call  1-800-Ameriprise  to  schedule  a  conversation 
with  one  of  our  personal  financial  advisors. 


Financial  Planning      Retirement      Investments  Insurance 


^    To  find  out  more  about  the  red  chair,  go  to  ameriprise.com/redchair. 


The  Personal  Advisors  of  0^^L^k 

Ameriprise 

Financial 


Ameriprise  Financial  is  pleased  to  be  using  an  authentic  Eames  DCW  manufactured  by  Herman  Miller,  Courtesy  Eames  Office  LLC,  www.eamesoffice.com,  www.eamesfoundation.org. 

Ameriprise  Financial  cannot  guarantee  future  financial  results.  Financial  planning  services  and  investments  available  through  Ameriprise  Financial  Services,  Inc..  Member  FINRA  and  SIPC. 
•Based  on  the  number  of  financial  planning  clients  annually  disclosed  in  Form  ADV,  Part  1A,  Item  5  available  at  advisorinfo.sec.gov  as  of  December  31,  2006. 
©2007  Ameriprise  Financial,  Inc.  All  rights  reserved. 
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ORGANIZATION  HEADQUARTERS 

TOTAL 
REVENUES 
(SMIL) 

PRIVATE 
SUPPORT 
(SMIL) 

INDEXES  AND  TRENDS 
CHARITABLE      FUNDRAISING  DONOR 
COMMITMENT1     EFFICIENCY2  DEPENDENCY3 

FOOD  FOR  THE  POOR  Deerfield  Beach  FL 

$862 

$836 

96  • 

97  • 

99  Y 

GIFTS  IN  KIND  INTERNATIONAL  Alexandria  VA 

897 

893 

100  ▲ 

100  • 

103  A 

GIRL  SCOUTS  OF  THE  USA  New  York  NY 

788 

143 

84  • 

71  A 

69A 

GOODWILL  INDUSTRIES  INTERNATIONAL  Rockville  MD 

2,930 

456 

89  A 

97  • 

68  A 

HABITAT  FOR  HUMANITY  INTERNATIONAL  Americus  GA 

1,169 

705 

81  Y 

86  • 

86  . 

JUVENILE  DIABETES  RESEARCH  FOUNDATION  New  York  NY 

197 

181 

86  • 

92  • 

100  • 

KINGSWAY  CHARITIES  Bristol  VA 

141 

138 

99  Y 

100  • 

112  A 

LEUKEMIA  &  LYMPHOMA  SOCIETY  White  Plains  NY 

230 

223 

72  Y 

82  ▼ 

98  a 

MAKE-A-W1SH  FOUNDATION  OF  AMERICA  Phoenix  AZ 

180 

171 

76  Y 

85  ▼ 

92  A 

MAP  INTERNATIONAL  Brunswick  GA 

254 

250 

« 

99  • 

98  A 

MARCH  OF  DIMES  FOUNDATION  White  Plains  NY 

252 

215 

77  A 

83  • 

87  Y 

MARINE  TOYS  FOR  TOTS  FOUNDATION  Quantico  VA 

224 

222 

97  Y 

98  • 

97  ▼ 

MAYO  CUNIC  Rochester  MN 

6,713 

224 

97  A 

88  Y 

-129  Y 

MEMORIAL  SLOAN-KETTERING  CANCER  CENTER  New  York  NY 

2,077 

306 

95  A 

91  A 

5  A 

MUSCULAR  DYSTROPHY  ASSOCIATION  Tucson  AZ 

195 

184 

V 

84  A 

97  Y 

MUSEUM  OF  FINE  ARTS,  HOUSTON  Houston  TX 

261 

186 

86  A 

99  • 

3  A 

NATL  ASSN.  FOR  THE  EXCHANGE  OF  INDUSTRIAL  RESOURCES  Galesburg  IL  1 68 

155 

98  • 

99  • 

87  Y 

NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY  New  York  NY 

220 

203 

79A 

84  • 

99  A 

NATURE  CONSERVANCY  Arlinntnn  VA 

518 

78  Y 

88  • 

24  Y 

NEW  YORk-PRESRYTERIAN  HOSPITAL  Npw  York  NY 

lien  i  vni\  rntJu  i  i  Lnimv  nujninL  ivicvv  iuir\  im  i 

J,  <J  l  J 

208 

77  • 

95  A 

-54A 

OPERATION  BLESSING  INTERNATIONAL  RELIEF  Virninia  Bparh  VA 

£-  J  1 

230 

99  • 

99  Y 

103  A 

PATH  Seattle  WA 

273 

213 

87  • 

99  Y 

33  Y 

PLANNED  PARENTHOOD  FEDERATION  OF  AMERICA  New  York  NY 

1,015 

259 

83  • 

82  A 

57  Y 

PUBLIC  BROADCASTING  SERVICE  Alexandria  VA 

546 

286 

96  • 

100  • 

73  Y 

ST.  JUDE  CHILDREN'S  RESEARCH  HOSPITAL  Memphis  TN 

672 

501 

76  • 

84  A 

67  Y 

SALVATION  ARMY  Alexandria  VA 

3,324 

1,627 

83  • 

91  Y 

81  A 

SAMARITAN'S  PURSE  Boone  NC 

275 

260 

90  A 

94  ▼ 

99  A 

SAVE  THE  CHILDREN  FEDERATION  Westport  CT 

354 

197 

90  Y 

90  Y 

89  A 

SHRINERS  HOSPITALS  FOR  CHILDREN  Tampa  FL 

1,241 

283 

93  • 

97  Y 

-125  Y 

SMITHSONIAN  INSTITUTION  Washington  DC 

589 

164 

86  A 

89  A 

-22  Y 

SPECIAL  OLYMPICS  Washington  DC 

202 

166 

74A 

79  A 

85  Y 

SUSAN  G.  KOMEN  FOR  THE  CURE  Dallas  TX 

215 

177 

83  A 

91  A 

86  Y 

TRINITY  BROADCASTING  NETWORK  Santa  Ana  CA 

222 

147 

71  Y 

87  Y 

53  Y 

TRUST  FOR  PUBUC  LAND  San  Francisco  CA 

217 

164 

91  A 

96  • 

101  A 

UJA  FEDERATION  OF  NEW  YORK  New  York  NY 

386 

196 

78  • 

85  Y 

51  Y 

UNITED  NEGRO  COLLEGE  FUND  Fairfax  VA 

196 

166 

85  A 

92  A 

73  Y 

UNITED  STATES  FUND  FOR  UNICEF  New  York  NY 

374 

363 

89  Y 

91  Y 

97  Y 

UNITED  WAY  Alexandria  VA 

4,333 

4,144 

86  A 

92  A 

100  • 

WGBH  EDUCATIONAL  FOUNDATION  Boston  MA 

197 

146 

82  Y 

88  A 

86  Y 

WORLD  VISION  Federal  Way  WA 

956 

672 

87  A 

89  • 

99  A 

WYCUFFE  BIBLE  TRANSLATORS  Orlando  FL 

146 

141 

82  • 

93  Y 

95  Y 

YMCAS  IN  THE  UNITED  STATES  Chicago  IL 

5,698 

960 

82  A 

89  • 

47  Y 

YOUNG  LIFE  Colorado  Springs  CO 

200 

154 

.    85  • 

94  • 

88  A 

YWCA  OF  THE  USA  Washington  DC 

551 

150 

83  Y 

88  A 

103  A 

AVERAGE  FOR  ALL  200  (including  those  listed  at  www.forbes.com/charities) 

85  Y 

90  • 

68  Y 

Figures  are  for  the  latest  available  fis  ,-ear.  Results  may  be  skewed  due  to  unconsolidated  data  of  national  and  affiliate  groups,  rounding  or  incomplete  informa- 
tion. 'Charitable  services  as  percent  of  i  expenses.  2Percent  of  private  support  remaining  after  fundraising  expenses.  3Percent  of  private  support  remaining  after 
surplus  or  deficit.  A  Ratio  increased  t ,  ious  available  period.Y  Ratio  decreased  from  previous  available  period.  •  No  change  or  no  comparable  data. 

Sources:  IRS  Form  990;  annual  report  tement  of  individual  nonprofits;  www.guidestar.org;  Minnesota  Attorney  General's  Office;  Chronicle  of  Philanthropy. 
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flUTomanc  savings 
onMiDwesTfliriines: 


AND  WARM 
CHOCOLATE  CHIP COOMES  TOO!: 


MIDWEST 

AIRLINES 


r 


Use  your  MasterCard  BusinessCard"  and  you'll  save  money  at  all  our 
participating  merchants,  like  hotels,  restaurants,  airlines  and  car  rental 
places.  There  are  no  rebate  forms  to  fill  out.  The  savings  show  up 
automatically  on  your  monthly  statement.  So  go  ahead,  book  your  next  sales 
trip  and  keep  saving.  Just  register  your  card  at  mastercardeasysavings.com. 


MasterCard"  Easy  Savings™  Cardholder  Terms  &  Conditions:  Cardholder  must  be  enrolled  in  the  MasterCard'"  Easy  Savings™  Program.  Payments  must  be  made  at  participating  merchant 
ocations  with  only  an  eligible  MasterCard"  card  issued  by  a  U.S.  bank.  PIN-based  debit  transactions  are  not  eligible.  Participating  merchants  and  rebate  offers  subject  to  change.  Restrictions 
apply.  Go  to  www.mastercardeasysavings.com  or  call  1-800-251-3448  for  more  details.  Midwest  Airlines  Offer  Details:  Offer  valid  on  passenger  tickets  purchased  directly  from  Midwest 
Mrlines  by  visiting  midwestairlines.com,  through  the  Midwest  Airlines  reservations  center  at  800-452-2022,  or  at  any  Midwest  Airlines  airport  ticket  counter.  Offer  not  valid  on  tickets  purchased 
hrough  a  third  party,  including,  but  not  limited  to,  online  or  other  travel  agencies,  or  on  transactions  which  are  not  passenger  ticket  purchases,  including,  but  not  limited  to,  fees  for  pet 
ransportation.  confirmed  standby,  changes,  upgrades,  unaccompanied  minor,  excess  luggage,  and  other  similar  non  passenger  ticket  fees. 
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Ski 

Mogul 

YOU  CAN  TURN 
YOUR  FAVORITE  SPORT 
INTO  A  BUSINESS— BUT 
IT  HELPS  TO  HAVE 
A  SEPARATE  SOURCE 

OF  INCOME.  BY 
CHRISTOPHER  STEINER 


GERALD  PETITT  LIKES  TO  SKI.  IN 
tony,  stuffy  Aspen,  where  he 
owns  a  home,  he's  just  another 
affluent  vacationer.  But  Petitt,  62,  a  hotel 
developer  from  Bethesda,  Md.,  has  a 
claim  to  fame  among  the  Colorado 
downhill  set:  He  owns  a  slope. 

Two  years  ago  he  opened  Echo  Moun- 
tain, which  caters  to  a  young  crowd  who 
would  look  more  at  home  on  skateboards. 
With  their  baggy  pants,  multiple  piercings 
and  tattoos,  these  nonposh  skiers  practice 
daredevil  stunts  on  skis  and  snowboards, 
such  as  airborne  somersaults  and  720-de- 
gree  spins.  "They Ye  the  nicest  kids  you'll  ever 
meet,"  says  Petitt,  who  rides  on  206cm  Volant 
skis  that  were  probably  never  cool. 

Tucked  into  the  Rockies  45  minutes 
west  of  Denver,  his  Echo  Mountain 
property  is  240  acres;  a  quarter  of  it 
became  skiable  once  cleared  of  trees  and 
other  obstacles.  Longtime  skier  Petitt  is 
thinking  about  expanding  his  mountain, 
with  its  660-foot  vertical  drop,  to  create  a 
less  challenging  path  to  attract  families. 

This  is  an  expensive  and  risky  business. 
You  need  a  good  chunk  of  money  going  in. 
Capital,  liability  and  upkeep  costs  are  high. 
Petitt  sunk  upward  of  $2  million  into  the 
property  to  get  it  going,  although  that's 
relatively  cheap  compared  to  what  others 
pay.  Big  operators  have  gone  bust,  such  as 
American  Ski  Co.  (liquidated  this  \  ear),  ex- 


How  Gerald  Petitt  s 
his  landing  and  held  his  edge 

SNARED  LAND  CHEAP:  Petitt  nabbed  the  240  acres  for  $850,000. 

SCROUNGED  USED  LIFT:  Petitt's  triple  chair  came 
from  Heavenly  Valley  Resort  for  only  S50.000. 

""LURED  TRAFFIC."  CASH  FLOW:  S109-season-p«B~deiii7"' 

SPECIALIZED  APPEAL:  Snowboarding  urbanites. 

~TWEl^Ts1wgS:  Petitt  has  fashioned  his  lodges  out  of 
contemporary  steel  and  glass  rather  than  Aspen-like  timber  and 


owner  of  the  celebrated  Killington 
(Vermont)  and  Steamboat  (Colorado)  ski 
areas.  "I  don't  know  why  otherwise  cool  and 
calculating  people  lose  their  heads  in  the 
mountains,  but  they  do,"  says  Richard  Kahl, 
editor  of  Ski  Area  Management  magazine. 

While  Petitt  owns  hotels  and  once 
headed  Choice  Hotels  (Comfort  Inn, 
EconoLodge),  Echo  Mountain  has  no  lodg- 
ing, restaurants  or  condos.  It's  the  province 
of  the  day  skier,  loosely  defined,  since  lights 
all  over  the  mountain  permit  night  runs. 
Small  by  most  standards,  the  slope  had 
30,000  skier-days  last  year,  versus  the  1.6  mil- 


lion at  Colorado's  behemoth,  Vail. 

Petitt  charges  $39  for  a  daily  ticket  and 
sells  season  passes  for  as  little  as  $109  be- 
fore the  winter  gets  started  At  Vail  you'll  pay 
$89  and  $1,849.  "That  gives  us  a  good  base 
of  customers  who  will  bring  their  friends  in," 
Petitt  explains.  Revenues  now  come  mosdy 
from  tickets,  and  his  plan  is  to  eventually 
reach  a  50-50  split  between  tickets  and  re- 
tail, concessions  and  ski  rentals.  Right  now 
he  has  only  a  bar  with  a  few  food  offerings. 

He  says  his  operation  wasn't  prof- 
itable last  year  but  should  inch  close 
this  winter.  And  it  will  be  solidly  in  the 
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black  next  year,  he  vows. 

How  did  Petitt  get  into  this?  While 
browsing  a  hotel  properties  newsletter  in 
2003,  he  noticed  the  tract  would  be  up 
for  auction.  Petitt  flew  into  Denver  and 
had  a  look  at  the  site,  a  run-down  ski 
resort  then  called  Squaw  Pass  that  hadn't 
operated  since  1974.  He  won  the  prop- 
erty at  auction  for  $850,000.  "We  had 
done  our  homework,  to  some  extent," 
Petitt  says,  "but  this  was  new  territory." 

A  heap  of  work  awaited  him.  The  ski 
lift,  an  ancient  T-bar  surface  tow,  hadn't 
turned  in  30  years.  Petitt  dismantled  it, 


fashioning  some  scrapped  parts  into  park- 
ing lot  lights.  Petitt  got  his  replacement  lift, 
an  eight-year-old  triple  chair,  from  Lake 
Tahoe's  giant  Heavenly  Valley  Ski  Resort, 
which  was  upgrading  and  willing  to  let  go 
of  the  gear  for  $50,000.  The  real  dough, 
another  $700,000,  went  into  having  the  lift 
transported,  concrete  footings  poured  and 
towers  erected  on  Petitt's  mountain. 

For  those  who  don't  have  ski  connec- 
tions, there  are  brokers  who  sell  used  equip- 
ment to  small  slopes  that  can't  afford  to  buy 
new.  (And  new  stuff  can  be  very  expensive: 
Jackson  Hole  Mountain  Resort  is  spending 


$25  million  on  a  100-person  tram.)  One  bro- 
ker, Mad  River  Lifts  in  Waitsfield,  Vt.,  has 
1 8  lifts  for  sale  on  its  Web  site,  ranging  from 
a  350hp  1969  Mueller  double  chair  that's 
5,600  feet  long  to  a  lOOhp  1990  Yan  quad 
chair  at  1,600  feet. 

Most  parts  of  the  Rockies  average  25  feet 
of  snow  per  season,  twice  as  much  as  in  New 
England  Nevertheless,  at  the  bottom  of 
Petitt's  mountain,  the  busiest  part,  he  needs 
to  make  snow.  Petitt  had  test  wells  drilled 
and  made  the  necessary  investment  in 
water  rights,  lawyers  and  experts.  For  an- 
other $500,000  Echo  Mountain  got  Italy's 
Techno  Alpin  to  supply  six  fan  guns,  a  pump 
station  and  a  computer  hub  to  run  the  show 
and  change  the  snow's  makeup  according 
to  temperature  and  humidity.  Petitt's  snow- 
making  covers  45  acres,  and  Echo  resurfaces 
much  of  the  mountain  on  most  nights. 

Echo's  turf  is  blessedly  private,  hence 
Petitt  could  avoid  the  Forest  Service  bureau- 
cracy, high-priced  environmental  impact 
statements  and  the  lawyers  that  come  with 
them.  Ever  since  Vail  Resorts'  Beaver 
Creek  opened  in  1980,  no  big  ski  resort  has 
been  introduced  on  federal  land.  To  open 
a  small,  experts-only  slope  on  federally 
owned  Silverton  Mountain  in  the  San  Juan 
Mountains  of  southwestern  Colorado, 
Aaron  and  Jennifer  Brill  spent  $400,000  on 
impact  statements  and  permits.  "It's  been 
a  battle  for  sure,"  Aaron  Brill  says. 

States  can  be  less  forbidding  as  landlords. 
Jean-Pierre  Boespflug,  head  of  the  Tamarack 
resort  in  Idaho,  struck  a  deal  to  use  2,100 
state  acres  in  tandem  with  1 ,500  acres  of  pri- 
vate land.  Boespflug,  former  head  of  Cisco's 
European  operations,  won  friends  by  build- 
ing a  $2.5  million,  8-mile  sewer  pipe  from 
Tamarack's  base  to  the  town  of  Donnelly, 
ensuring  there'd  be  no  pollution  runoff  to 
the  nearby  lake. 

At  Petitt's  small  base  area,  where  he 
houses  his  bar/cafe,  the  architecture  isn't  the 
standard  ski  resort  timber  and  stone.  Its  hip, 
urban  look  comes  from  corrugated  metal 
and  glass.  Petitt  lets  his  customers,  who  cover 
their  snowboards  with  decals,  slap  them  on 
anything  at  Echo  Mountain,  even  his  walls. 
He  has  deals  with  PepsiCo,  SoBe  and 
Honda  to  put  ads  everywhere,  too.  As  he's 
100%  private,  he  can  sell  space  on  whatever 
he  wants,  such  as  lift  towers,  seats  and  build- 
ings."We've  established  ourselves  as  differ- 
ent than  Vail  and  Aspen,"  he  crows.  F 
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Piranhas 

It's  just  like  the  old  days.  Shares  of  Amazon 
have  doubled  from  a  year  ago,  touching  $100 
before  retreating  in  the  early  November  bear 
market.  A  lot  of  this  1990s-style  apprecia- 
tion stems  from  the  spectacular  earnings 
growth  that  AMAZON.COM  (79,  AMZN)  has 
posted. 

Earnings  tripled  for  the  year's  first  three 
quarters  to  $269  million,  on  a  torrent  of  sales 
growth.  The  online  retailer  has  expanded 
into  digital  audio  and  video  downloads  and 
has  become  a  presence  in  merchandising 
stuff  beyond  its  traditional 
book  fare,  such  as  electron- 
ics and  auto  parts. 

But  like  the  mighty 
Brazilian  river,  Amazon 
holds  some  hidden  dan- 
gers. Investors  are  overly 
optimistic  that  Amazon 
can  keep  up  the  momen- 
tum going  into  next  year, 
says  Stifel  Nicolaus  analyst 
Scott  Devitt.  With  45%  of 
Amazon's  sales  overseas 
now,  a  decent  chunk  of 
revenue  is  boosted  by  the 
weak  dollar.  The  currency  situation  is  risky 
to  bet  on.  Part  of  its  good  results  was  the 
latest  (and  last)  Harry  Potter  book,  quite 
unrepeatable. 

The  company's  margin  growth  isn't  as 
strong  as  it  seems.  The  operating  margin 
(earnings  before  interest,  taxes  and 
depreciation,  divided  by  revenue)  was  5.6% 
in  the  most  recent  quarter,  up  1.1  percent- 
age points  from  a  year  earlier.  That's  partly 
because  a  year  ago  Amazon  was  investing 
heavily  in  new  software  to  accommodate 
digital  downloads  and  the  subretailers  who 
get  business  through  Amazon's  site.  The 
favorable  comparison  with  2006's  artificial 
profit  depression  is  over. 

Amazon  is  overvalued  at  92  times 
trailing  earnings  (imperial  Google  is  worth 
only  51  times).  Short  the  stock. 

— David  Armstrong 


Stock  price 

595 

85 

35 

Y  w        —  =  —  / 

V.  *  J 

The  stock  of  H.J.  HEINZ  (46,  HNZ)  could  have  its  own  theme  song:  Garly 
Simons  ode  "Anticipation,"  once  used  in  an  ad  for  its  celebrated  ketchup. 
The  food  company  was  in  a  trading  band  around  $35  for  most  of  this 
decade.  Then  in  2006  investor  activist  Nelson  Peltz  waged  a  proxy  light 
to  get  the  ketchup  king  moving.  Peltz,  a  celebrated  1980s  corporate 
raider  who  these  days  specializes  in  shaking  up  food  outfits,  got  a  lot  of  what  he 
wanted,  and  I  leinz  slock  was  bid  up  by  $10.  Now,  though,  it  is  stuck  in  a  new 
trading  band  around  $45. 

But  as  the  new  I  'el  tz  inspired  initiatives  kick  in  (the  company  says  these  were 
notions  it  was  going  to  pursue  all  along),  the  market  will  see  that  Heinz  still  is 
undervalued,  says  Daniel  T.  Scalzi,  director  of  research  at  Matrix  USA.  In  addi- 
tion to  gaining  two  board  seals,  Peltz  pushed  Heinz  into  trimming  costs  and 
expanding  marketing  efforts.  Last  year  Heinz  debuted  100  new  products  and  will 
have  launched  200  more  in  fiscal  2008  (ending  next  April).   |  stock  price  | 

Shrewdly,  the  138-year-old  company  is  making  sonic  j5.0  

ol  its  offerings  healthier  without  taking  the  classic  versions     ^  Jf*\Sl 
oil  the  shell.  So  now  there  will  be  varieties  of  ketchup,  beans 
and  soup  with  reduced  salt,  sugar  and  fat;  there  w  ill  be  or     ~  rrivrrrvnTrr 
ganic  versions  of  Classico  pasta  sauce  and  ketchup.  I  kin/      11/30/06  11/14/07 
can  now  breed  sweetness  into  the  tomato  strains  raised  by  its  growers,  reduc- 
ing the  prevalence  of  added  sugar  on  its  ingredient  labels.  Heinz  also  is  work- 
ing to  make  the  balance  sheet  healthier.  In  2006  it  completed  $900  million  in 
divestitures.  - 

-  In  fiscal  2007  Hein/'s  earnings  rose  22%  to  $786  million  on  $9  billion  in 
revenues,  l  or  the  first  quarter,  ended  Aug.  1 ,  net  income  was  up  6%.  At  19  times 

I  railing  earnings,  I  leinz  is  in  line  with  peers.  Wall  Street  is  still  a  bit  worried  about' 

I I  h  i  ising  cost  ol  raw  materials.  Yet  I  leinz's  cost-cutting  efforts  should  offset  those. 

Wi|l;.s^ejp>' that'..  _  .■  k   .  ^-Carrie  CooliJgc 
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•lm».  1M  and  mrf  flic  «rt-rf  by  «4u 
•  fttff ttHoi  mc  it  hem 


Dragon®  NaturallySpeaking'9  9  is  what  PC  Magazine  calls,  "the  best  commercial 
speech  recognition  app  yet."  Up  to  three  times  faster  than  typing  and  99%  accurate, 
it's  sure  to  change  the  way  you  use  your  compu 


BUY  NOW  at  nuance.com/talk  or  one  of  these  retailers:      amazoncom  %Wt 
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vary.  Reprinted  from  www.pcmag.com,  July  31 ,  2006.  with  permission.  Copyright  ©  2006  Ziff  Davis  Publishing  Holdings  Inc  All  Rights  Reserved 


Portfolio  Strategy  Ken  Fisher 


ANOTHER  NEW  ERA 


WHAT  DOES  "NEW  ERA"  MEAN  TO  YOU?  THERE 
was  a  New  Era  Philanthropy  that  turned  out 
to  be  a  scam.  There  was  a  New  Era  in  tech- 
nology at  the  turn  of  the  century  that  said  the 
Internet  was  worth  an  infinite  amount  of 
money.  That  turned  out  to  be  flimflam.  And  then,  sometime 
near  the  markets  double  bottom  in  October  2002  and  March 
2003,  the  bears  came  up  with  their  own  New  Era:  We  were 
entering  a  New  Era  of  below-average  returns.  Bunk,  just  like 
the  other  two  eras. 

Since  the  epoch  of  supposedly  subpar  returns  got  under  way, 
the  global  stock  market  has  been  enjoying  markedly  above- 
average  returns.  This  has  been  true  over  the  past  five  years  taken 
together  (when  the  Morgan  Stanley  World  Index  has  averaged 
an  18.3%  annual  return)  and  also  in  every  calendar  year  except 
2005,  when  the  return  was  shy  of  its  historical  (post- 1926)  per- 
formance by  a  whisker. 

What  gives?  At  first  post-2002  bulls  were  dismissed  by  aca- 
demics and  Wall  Street  sourpusses  as  not  with  it.  Well,  those 
who  uttered  the  bearish  New  Era  babble  were  the  ones  who 
weren't  with  it  and  should  be  relegated  to  the  Siberia  of  com- 
mentators. But  note  that  five  years  of  above-average  returns 
haven't  yet  generated  any  groundswell  of  thinking  that  we're 
now  in  some  New  Era  of  above-average  returns. 

That's  bullish!  It  means  sentiment  hasn't  turned  euphoric,  as 
it  did  in  the  late  1990s.  Thus,  there's  room  for  more  of  a  bull 
market  ahead.  I  want  to  be  the  first  to  say  we  definitely  are  in  a 
New  Era  of  above-average  returns.  I'll  keep  buying  stocks  until 
we  hear  multiple  pundits  say  we  are  entering  a  new  period  of 
high  returns.  That  will  be  a  time  to  sell. 

When  will  this  happen,  that  the  consensus  will  turn  almost 
uniformly  bullish?  I  don't  know,  but  I  doubt  it  will  be  before 
2009  starts.  Hence,  I'm  expecting  another  above-average  year 
ahead,  an  easy  one. 

Here  are  a  few  factors  I  don't  fear  as  we  enter  2008,  either 
because  they  won't  happen  or  don't  matter: 
further  collapses  in  the  mortgage  market; 
a  credit  crunch;  Hillary  as  president  (or 


I  Forbes 


whomever  we  elect — more  on  that  next  month);  $125  oil;  infla- 
tion; rising  long-term  rates;  folly  from  the  Federal  Reserve 
(though  1  expect  folly  there);  Iranian  idiocy  (a  pleonasm);  or 
anything  you  read  in  BusinessWeek.  What  do  I  worry  about?  I 
told  you  last  month.  My  biggest  fear  is  of  a  rising  yen  and  for 
the  reason  I  detailed.  To  wit:  The  U.S.  and  European  markets 
are  being  propped  up  by  speculators  who  borrow  in  yen. 

But  otherwise,  buy  stocks  and  be  happy.  It's  still  easy — five 
years  into  this  bull  market — to  find  above-average  companies 
selling  at  below-average  valuations.  And  this  when  valuations 
are  in  general  low  compared  with  the  cost  of  long-term  capital. 

Ones  like  these: 

Canada's  CAE  (12,  CGT)  is  the 
world  leader  in  flight  simulators 
and  pilot  training.  Number  one 
or  two  in  all  its  markets,  CAE 
serves  airlines  and  militaries 
globally.  It  benefits  from  growth 
in  emerging  markets,  which 
should  continue.  At  16  times 
my  estimate  for  2008  earnings, 
CAE  is  priced  like  an  average 
firm,  which  it  isn't. 

Germany's  Allianz  (21,  AZ) 
is  one  of  the  world's  largest 
insurers,  particularly  strong  in 
property  and  casualty  outside 
America.  It  also  owns  Dresdner 
Bank.  It  grows  moderately  but 
is  much  too  cheap — cheaper  than  most  second-  or  third-tier 
insurers — at  nine  times  2008  earnings,  60%  of  its  $125  billion 
in  revenue. 

Complementing  Allianz  almost  perfectly  and  almost  as 
cheap,  but  not  quite,  is  the  Netherlands'  Aegon  (19,  AEG),  a 
leader  in  life  insurance  with  a  huge  American  presence.  Aegon 
is  going  for  ten  times  what  I  expect  for  2008  earnings. 

Singapore's  Flextronics  (12,  FLEX)  is  now  the  world's  biggest 
electronics  contract  manufacturer,  having  just  acquired 
competitor  Solectron.  It  sells  at  25%  of  its  $30  billion  in  rev 
enue  and  less  than  ten  times  2008  earnings. 

As  our  economy  keeps  surpassing  expectations  and  other 
economies  keep  surpassing  ours,  Manpower  (64,  MAN)  should 
do  well.  With  two-thirds  of  its  business  overseas  and  400,000 
customers  worldwide,  this  provider  of  temp  workers  has  lots  of 
upside  at  30%  of  annual  revenue  and  1 1  times  2008  earnings. 

Union  Pacific  (124,  UNP)  ties  the  U.S.  together  as  our  largest 
railroad,  spanning  30,000  route  miles  largely  in  the  West.  It  does 
today  what  was  originally  envisioned  for  the  transcontinental 
railroad.  It  grows  nicely,  is  dominant,  is  very  economically  sensi 
tive  and  sells  at  1 5  times  2008  earnings,  2  times  revenue  and  2 
times  book  value.  F 


We  have 
entered  an 
age  of  above- 
average 
returns. 
Stocks  are 
still  cheap. 


Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 
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Beijing  e-TOWIl-Top-ranked 
Industrial  New  City 

e-TOWIl  focuses  on  your  needs,  so  you  can  focus  on  your  business! 
Go  to  e-TOWXl,  worry  less  and  accomplish  more! 

Beijing  Economic-Technological  Development  Area(BDA)  is  the  only  state  level  economic  and  technological  development  area  in  Beijing 
Municipality  and  it  enjoys  dual  policy  preferences  given  to  both  state  level  economic  and  technological  development  areas 

and  state  level  high-tech  industrial  parks. 
When  so  many  well-known  brands,  such  as  Nokia,  Mercedes-Benz,  Daimlerchrysler,  GE,  Bayer,  Corning,  Panasonic,  Bosch  Rexroth,  Sanyo, 
Coca  Cola,  Kimberly-Clark,  Schneider,  Aventis,  Mitsubishi,  ABB,  LG,  DHL,  3M,  Cummins,  Tetra  Pak,  Kraft,  Lotte,  etc.  gather 
in  BDA  located  in  Beijing  e-Town,  e-Town's  attractiveness  for  investment  is  almost  self-evident. 
Why  don't  you  make  the  heart  of  China  the  heart  of  your  business 
and  profit  from  e-Town's  world-class  infrastructure  and  world-class  service? 


+86  1 0  6788  1 209  /  6788  1 749  /  6788  01 84 
www.bda.gov.cn 


Small  Stocks 


Jim  Oberweis 


HEALTH  CARE 
PIONEERS 


WITH  OUR  POPULATION  AGING,  DEMAND  FOR 
high-tech  medical  products  will  grow.  Inven- 
tors will  give  birth  to  markets  where  none 
existed.  A  lot  of  the  innovations  in  this  realm 
come  from  small  players.  But  how  do  you 
find  tomorrows  winners? 

First,  look  for  those  increasing  revenue  by  more  than  30%. 
Second,  identify  markets  with  limited  competition.  Market 
leaders,  often  supported  by  patents,  usually  enjoy  pricing  power 
and  above-average  profit  margins.  Third,  consider  the  market's 
size  and  growth  rate,  and  the  potential  for  the  product  to  be 
adapted  to  infiltrate  similar,  adjacent  markets. 

Finally,  think  about  the  source  of  future  sales.  Is  there  a  recur- 
ring revenue  stream?  Some  companies  sell  a  device,  like  a  robotic 
surgical  system,  for  a  modest  profit  but  make  a  killing  on  highly 
profitable  consumables,  such  as  tubes  used  to  drain  body  fluids. 
Other  companies  fuel  growth  by  launching  a  constant  stream  of 
new  products.  These  firms  tend  to  have  lofty  price/earnings  mul- 
tiples, but  the  growth  rates  justify  the  prices.  Here  are  four: 

Hologic  (64,  KOLX)  makes  digital-imaging  systems  and  diag- 
nostic products  used  to  detect  breast  cancer.  The  breast  images 
are  better  than  those  generated  by  older  analog  systems.  They 
make  it  easier  to  find  tumors  in  dense  breasts. 

Although  more  expensive  than  analog  systems,  Hologic's 
digital  mammography,  notably  its  Selenia  machine,  has  quickly 
captured  27%  of  the  market  and  will  likely  become  the  industry 
standard.  Hologic  and  competitor  General  Electric  were  industry 
pioneers  and  dominate  the  market.  Hologic's  sales  grew  59%  to 
$738  million  in  the  last  12  months.  The  company  recently 
acquired  Cytyc,  known  for  its  patented  ThinPrep  cervical  cancer 
test.  Hologic  trades  at  32  times  my  $2  earnings  estimate  for  the 
next  12  months. 

Intuitive  Surgical  (309.  ISRG)  developed  a  robotic 
surgery  system,  the  first  one  federally  approved.  The 
company's  minimally  in\  asive  Da  Vinci  device  oper- 


ates on  everything  from  the  prostate  to  the  heart.  The  surgeon  sits 
at  a  computer  and  guides  the  Da  Vinci's  arms,  whose  tiny  cameras 
send  back  a  magnified  image.  Doctors  say  they  can  see  better,  and 
patients  tend  to  recover  more  quickly,  because  the  smaller  incisions 
needed  result  in  reduced  blood  loss. 

Sales  are  up  58%  over  the  past  year,  despite  the  prices:  The 
Da  Vinci  costs  $1.3  million  plus  a  per-procedure  instrument  fee. 
Shares  cost  62  times  my  forward  estimate  of  $5.  That's  rich,  but 
the  company  faces  virtually  no  competition  in  a  high-growth 
market. 

Accuray  (18,  ARAY)  develops  robotic-assisted  systems  to  treat 
tumors  using  radiosurgery.  Radiosurgery  targets  a  high  dose  of 
radiation  directly  to  the  tumor,  sparing  the  surrounding  area. 
The  patient  gets  a  rifle  shot  instead  of  a  shotgun  blast.  While 
radiosurgery  itself  is  not  new,  Accuray's  version  is;  its 
CyberKnife  system  automates  tumor  targeting,  so  that  if  the 
patient  sneezes  and  the  tumor  moves,  the  CyberKnife  adjusts. 

The  CyberKnife  was  first  to  the  market  and  competes  today 
with  products  from  Varian  and  TomoTheraphy.  Accuray  shares 

trade  at  45  times  my  forward 
estimate  of  40  cents  per  share. 
Accuray's  growth  of  92%  in 
sales  over  the  last  12  months 
(to  $156  million)  and  order 
backlog  of  $642  million  gives 
me  confidence  that  you  could 
make  money  even  buying  at 
that  price. 

Cynosure  (32,  CYNO)  made 
its  mark  in  "aesthetic  lasers," 
used  for  hair  and  skin-blemish 
removal.  Cynosure's  new  prod- 
ucts are  targeting  60-year-olds 
who  want  to  look  younger. 
That  prospective  clientele  is  getting  bigger. 

In  January  the  company  stepped  up  the  tempo  by  launching 
a  laser-assisted  liposuction  system  called  Smartlipo.  The  product 
provides  an  alternative  to  traditional  liposuction  for  patients  with 
smaller  areas  of  localized  fat.  Smartlipo's  laser  liquefies  fat,  which 
is  then  removed  with  a  flexible  tube.  Cynosure  also  recently 
launched  Affirm,  an  antiaging  system  used  for  wrinkle  reduction 
and  skin  rejuvenation. 

Demand  for  cosmetic  lasers  should  remain  robust.  Sales  rose 
61%  in  the  last  12  months.  Cynosure  shares  go  for  a  reasonable 
18  times  my  forward  estimate  of  $1.75.  Why  so  cheap?  Unlike 
Intuitive  Surgical,  Cynosure's  products  aren't  treating  life-or- 
death  situations,  which  would  command  huge  prices. 

All  these  investments  are  high-risk,  high-reward  proposi- 
tions. Regulatory  changes  and  sudden  competitor  breakthroughs 
can  hurt.  But  a  sprinkling  of  innovators'  stocks  should  be  in  your 
retirement  portfolio.  F 


The  makers  of 
new  medical 
devices,  like 
robotic  surgical 
arms,  tend  to 
control  their 
markets  and 
grow  fast. 
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Jim  Oberweis  is  president  of  Oberweis  Asset  Management  and  editor  of  the 
Oberweis  Report.  For  more  information  visit  www.forbes.com/oberweis. 
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Nanotech 
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December  10-11,  2007 
Embassy  Suites  Albuquerque 
Albuquerque,  NM 


Markets  &  Molecules: 
Inventing  the  Future. 
Investing  in  Nanotech. 


As  the  pace  of  invention  quickens,  technological  discoveries  are 
accelerating  change  and  creating  opportunity  for  nimble  startups  and 
wreaking  havoc  on  incapacitated  incumbents.  Hear  from  the  world's 
most  elite  scientists  who  will  share  their  ideas  on  what  it  takes  to 
M  invent  and  invest  in  the  future  -  and  how  you  can  own  a  sizeable  stake 
in  it.  Pick  the  brains  of  the  entrepreneurs  risking  it  all  in  tandem  with  the  venture 
capitalists,  private  equity  and  hedge  fund  financiers  that  are  fueling  their  fires. 

Our  inaugural  event  features  hand-picked,  dynamic  speakers,  including: 

Larry  Bock,  Special  Limited  Partner,  Lux  Capital 

M.  George  Craford,  CTO,  Philips  Lumileds  Lighting  Company 

PeteV.  Domenici,  United  States  Senator,  New  Mexico 

Ira  Ehrenpreis,  General  Partner,  Technology  Partners 

Steve  Forbes,  President  and  CEO,  Forbes  Inc.,  Editor-in-Chief,  Forbes  magazine 

Ray  0.  Johnson,  SVP  and  CTO,  Lockheed  Martin  Corporation 

Don  Kania,  President  and  CEO,  FEI  Company 

Daniel  G.  Nocera,  Henry  Dreyfus  Professor  of  Energy,  MIT 

George  Poste,  Chairman, Task  Force  on  Bioterrorism,  U.S.  Department  of  Defense 

William  Schneider,  Jr.,  Chairman,  Defense  Science  Board 

Erik  Straser,  General  Partner,  Mohr  Davidow  Ventures 

Josh  Wolfe,  Co-founder  and  Managing  Partner,  Lux  Capital;  Editor,  Forbes/Wolfe 
Nanotech  Report 

Come  learn  from  and  challenge  these  and  other  elite  Nanotech 
professionals  at  the  first  ever  Forbes/Wolfe  Nanotech  Forum. 
Visit  www.forbesconferences.com/nanotech  for  additional  details. 
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MOTION 

SICKNESS 


THE  MARKET'S  ROLLER-COASTER  RIDE  IS  UNLIKE 
anything  I've  experienced  in  27  years  of  investing.  So 
far  in  2007's  second  half  the  Dow  Jones  industrial 
average  has  had  38  days  of  triple-digit  gains  or  losses, 
leaving  investors  reaching  for  the  Dramamine. 
Uncertainty  breeds  fear,  and  there  is  plenty  of  uncertainty  in 
the  air  engendered  by  subprime  mortgage  losses,  the  ouster  of 
chief  executives  and  multibillion-dollar  math  errors,  not  to  men- 
tion the  term  "rescue  fund"  (a  consortium  of  big  banks  that  seek 
to  stabilize  tanking  debt  instruments).  I  feel  we  are  still  in  the 
early  innings  of  a  significant  correction. 

There  are  three  things  making  this  instability  worse  than  it 
ought  to  be: 

•  Regulation  FD,  which  stands  for  fair  disclosure.  This  reform 
was  supposed  to  put  the  investing  public  on  a  level  information 
playing  field  with  the  pros.  Unfortunately,  companies  equalized 
the  two  camps  not  by  increasing  disclosure  to  the  small  investors 
but  by  decreasing  it  to  the  large  investors.  Because  public 
company  executives  now  use  only  quarterly  earnings  calls  to 
disseminate  information,  when  the  news  is  unexpected,  it  hits  the 
market  with  a  bang.  Small  stumbles  are  often  punished  and 
minor  successes  can  be  excessively  rewarded. 

•  Hedge  funds,  with  $1.67  trillion  in  assets,  wield  tremendous 
influence.  More  like  renters  than  owners,  their  turnover  averages 
300%,  compared  with  89%  for  the  typical  mutual  fund.  These 
wheelers  and  dealers  now  make  up  half  the  daily  volume  of  the 
New  York  Stock  Exchange. 

•  Wall  Streets  love  affair  with  automation.  Electronic  trading 
has  brought  us  lower  transaction  costs  but  has  diminished  the 
calming  influence  o  YSE  floor  specialists.  In  the  past,  specialists 
acted  like  shock  abb  othing  out  volatility  by  selling  hot 
stocks  and  buying  on^  e  cooling  down.  While  the  NYSE 


electronic.  I  worry  that  trading  decisions  are  made  more  by 
algorithmic  models  than  by  experienced  minds. 

Additionally  the  speed  limit  has  increased  dramatically.  The 
Big  Board  plans  to  handle  64,000  order  messages  per  second  by 
year-end,  double  the  capacity  in  place  last  January.  Such  speed  is 
not  an  unalloyed  blessing.  It  could  lead  to  still  more  market 
whipsawing. 

During  the  markets  wild  ride  this  year,  a  few  of  my  favorite 
picks  have  gotten  jostled,  making  them  even  better  deals: 

Pitney  Bowes  (38,  PBl)  is  a  leader  in  mailroom  manage- 
ment. I  am  a  big  believer  in  outsourcing  noncore  operations.  As 
more  companies  do  this,  Pitney  Bowes  will  benefit.  Disappoint- 
ingly, the  stock  got  pummeled  after  a  third-quarter-earnings 
miss  when  it  was  1 1  cents  short  of  the  74-cent  consensus  esti- 
mate held  by  analysts.  Slowdowns  in  law  and  financial  firms 
and  an  unexpected  falloff  in  international  business  are  to 
blame.  Still,  the  need  to  communicate  isn't  going  away.  New 
postal  reform  legislation  should  push  the  U.S.  Postal  Service 
to  rely  more  on  companies  like  Pitney  Bowes.  Shares  trade 

at  a  34%  discount  to  my  $58 
estimate  of  intrinsic  worth. 

Another  such  earnings 
disappointment  has  rocked  IMS 
Health  (24,  RX),  a  global  provider 
of  heath  care  data.  On  this  news 
the  stock  clipped  22%  in  one  day. 
In  my  view,  that's  an  overreaction 
to  a  short-term  fumble.  The 
earnings  shortfall  was  largely 
due  to  European  regulatory 
changes,  which  resulted  in 
revenue  shortfalls  along  with 
higher  U.K.  labor  costs  because 
of  a  weak  dollar.  IMS  has  strong 
fundamentals:  significant  free  cash  flow,  a  pristine  balance  sheet 
and  a  client  list  that  includes  every  important  pharma  and  biotech 
firm.  It's  in  the  business  of  tracking  prescriptions  and  mining 
medical  data  and  brings  in  $2  billion  a  year  of  revenue.  IMS  trades 
at  a  31%  discount  to  my  $35  estimate  of  full  value. 

Lately  credit- rating  juggernaut  Moody's  (40,  MCO)  has  been 
pummeled  by  analysts  who  think  it  should  have  foreseen  the 
collapse  of  the  subprime  market.  The  stock  has  dropped 
precipitously,  and  lawsuits  may  start  flying.  Nothing  new  here.  In 
every  market  heartache,  Moody's  gets  slammed.  Shares  trade  at  a 
37%  discount  to  my  $63  estimate  of  private  market  value. 

Moody's  rigorous,  time-tested  credit-rating  standards, 
research  data  and  analytic  tools  are  as  good  as  any  bond  rater's.  I 
don't  worry  about  the  lawsuits.  Moody's  has  a  First  Amendment 
defense:  It  was  offering  opinions  on  the  merits  of  securities,  and 
it  has  as  much  right  to  publish  opinions  as  FORBES  has  to  publish 
my  column  or  analysts  have  to  critique  bond-rating  firms.  F 


Subprime  isn't 
totally  to  blame 
for  the  market's 
gyrations.  Reg 
FD,  hedge  funds 
and  electronic 
trading  add 
volatility. 


still  has  specialists,  they  n 

less  on  the  line  than  the  !  J°hn  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management, 

used  to.  Nasdaq  is  entirely 


LLC,  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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•  Coca-Cola  FEMSA.  The  world's 
largest  Coca-Cola  bottler,  outside 
the  United  States. 

'  FEMSA  Cerveza.  The  only  brewery 
with  operations  in  Mexico  and 
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TRAVEL 


A  Desert  Where? 


I  N  THE  BIBLE  THE  DEVIL  TAKES  JESUS 
I  to  a  mountain  peak,  where  he  tempts 
I  him  with  a  view  of  all  the  riches 
I  civilization  has  to  offer.  What  moun- 
BH  tain?  We  don't  know.  But  chances  are 
it  wasn't  Steens  Mountain  in  Oregon. 

The  view  from  it  is  desolate.  At  9,730 
feet,  a  vertical  mile  above  the  valley  floor, 
you  gaze  out  over  60  square  miles  of  alkali 
— the  Alvord  Desert.  Seen  at  ground  level 
in  early  morning  light,  it  can  look  beauti- 
ful— shimmering,  lakelike,  as  if  fish  were 
swimming  underneath  its  blue-white 
surface.  They  emphatically  are  not.  There 
hasn't  been  a  real  lake  here  for  10,000  years. 

In  a  state  known  for  dampness,  the 
Alvord  comes  as  something  of  a  shock. 
Not  only  is  it  farther  north  than  you  might 
expect  to  find  a  desert  (it's  at  approxi- 
mately the  same  latitude  as  Medford,  220 


East  of  Oregon's  moist 
and  mossy  coast  lurks 
the  Alvord  Desert — 
northernmost  of  any  in 
the  U.S. — bleached, 
forbidding,  beautiful 
and  on  the  move. 
By  Emily  Lambert 


miles  to  the  west),  but  it's  also  more  repre- 
sentative of  the  Pacific  Northwest's  climate 
and  ecology  than  is  the  fogbound  coast. 

Parts  of  that  coast  get  as  much  as  1 80 
inches  of  rain  a  year.  But  the  two-thirds  of 
Oregon  east  of  the  Cascades  gets  only  20 
or  less,  the  progress  of  moisture  blocked 
by  the  mountains.  The  resulting  desert  is 
cold,  like  the  Gobi  in  Mongolia.  Its  dry 
tongue  runs  all  the  way  up  into  Canada. 

Even  against  this  backdrop,  the  Alvord 
is  extraordinarily  dry,  sitting  in  a  triple  rain 
shadow  created  by  the  Coast  Range,  the  Cas- 
cades and  Steens  Mountain.  It  marks  what 
some  people  consider  the  northern  border 
of  the  Great  Basin  and  sits  upon  the  farthest 
shore  of  what  author  Stephen  Trimble  calls 
the  Sagebrush  Ocean.  A  desert  ecosystem 
covers  parts  of  eight  states.  Or  eight  at  last 
count.  "Deserts  in  general,"  says  Michael 


leare 

pt-sc 


Bose®  QuietComfort®  Acoustic  Noise  Cancelling®  Headphones 


V/lusic  can  take 
ou  places. 

Nhy  not 
eave  the 
loise  behind? 


usic  can  transport  you  and  inspire  you.  But  to 

ly  appreciate  it,  you  need  to  hear  each  note  and  nuance. 
ietComfort  headphones  use  acclaimed  Bose  technologies 
reduce  the  noise  around  you,  so  your  music  sounds  even 
ore  natural.  And  when  you're  not  listening  to  music,  you 
n  detach  the  audio  cord  and  still  enjoy  the  benefits  of  Bose 
ise  reduction. 

Choose  your  favorite  style:  the  on-ear  QC3  headphones  or 
e  around-ear  QC2  headphones.  And  discover  the  unmatched 
mbination  of  noise  reduction,  audio  performance  and 
mfortable  fit  provided  by  Bose  QuietComfort  headphones. 

iSS  noise.  We  originally  engineered  these  headphones  to 
'duce  the  engine  roar  on  airplanes,  and  that's  where  you'll 
par  the  most  dramatic  difference.  But  people  soon  started 
lling  us  how  they  were  using  them  in  other  places,  from 
immuter  trains  to  homes,  even  to  reduce  distractions  at 
tiasiafe  office.  As  Ultimate  Mobility  magazine  reports,  "Bose's 
ise-reducing  QuietComfort  headphones  have  been  the 
)ld  standard  for  years." 


earer  music.  These  are  our 
yr  ?st-sounding  headphones. 
■mfa  \  en  delicate  nuances,  like  the 
\jV!i  ft  trill  of  a  flute,  are  more  dis- 
::    ict  and  natural.  Writing  about 
thcU  e  QC2  headphones,  Travel  +  Leisure 
n/fsays,  "Forget  'concertlike'  comparisons 

b1j 


you'll  think  you're 
onstage  with  the  band." 
The  QC3  and  QC2  head- 
phones are  also  easy  to  take 
with  you,  since  they  fold  flat 
for  easy  storage  in  a  slim 
carrying  case. 


Purchase  any 
QuietComfort  head- 
phone by  January  31, 
2008,  and  receive  $50 
toward  an  additional 
Bose  product  purchased 
at  the  same  time.* 


Mich* 


On-ear 
QC3  headphones. 


Two  styles  to  choose  from. 

The  QC3  headphones  lightly 
rest  on  your  ears.  The  QC2 
headphones  gently  surround 
them.  Both  offer  the  same 
total  (active  plus  passive)  noise  reduction  and  the  same 
acclaimed  audio  performance.  Your  choice  should  be  made  on 
whether  you  prefer  around-ear  or  on-ear  headphones. 

Try  them  risk  free  for  30  days.  Simply  choose  your  favorite 
style,  and  use  our  Excitement  Guarantee  to  listen  for  30 
days.  Order  now  and  you'll  receive  $50  toward  an  additional 
Bose  product  purchased  at  the  same  time.  Discover  all  the 
places  your  music  can  take  you, 
with  the  noise  reduction  pro- 
vided by  the  QuietComfort 
Acoustic  Noise  Cancelling 
headphones.  From  Bose,  the 
most  respected  name  in  sound. 

Around-ear 
QC2  headphones. 


o  order  or  learn  more: 

800-901-0256,  ext.  Q6056 1  www.Bose.com/QC 


Better  sound  through  research® 


.07 


Bose  Corporation  Patent  rights  issued  and/or  pending.  The  distinctive  design  of  the  headphone  oval  ring  is  a  trademark  of  Bose  Corporation  Savings  offer  not  to  be  combined  with  other  offers  or  applied  to  previous  purchases, 
subiect  to  change  without  notice  Offer  is  limited  to  two  QuietComfort  headphones  and  is  valid  1 1/1/07-1/3 1/08  Total  maximum  savings  is  $100.  limited  to  $50  per  additional  purchased  product  Purchases  must  be  at  the  same  time 
he  same  receipt  "Savings  can  be  applied  to  selecl  Bose  branded  product  purchases  only  If  the  additional  purchase  is  less  than  $50.  the  difference  will  not  be  given  as  cash  or  as  a  credit  against  another  product  If  the  QuietComfort 
Iphones  are  returned  and  the  additional  Bose  product  purchase  is  not  returned,  the  QuietComfort  headphone  refund  will  be  less  the  savings  amount  Offer  is  limited  to  purchases  made  from  Bose  and  participating  authori?ed  dealers 
free  refers  to  30-day  trial  only  and  does  not  include  return  shipping  Delivery  is  subject  to  product  availability  Quotes  reprinted  with  permission  Ultimate  Mobility.  Fall/03,  Travel  +  Leisure  Golf.  7/03 


Worth  the  trip:  The  Alvord  isn't  the  easiest 
desert  to  get  to,  but  en  route  you  may  see 
pronghom  antelope  at  the  Malheur  Wildlife 
Refuge.  Keiger  Gorge  (bottom)  is  one  of 
several  you'll  pass  climbing  Steens  Mountain.  I 
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Prather,  a  professor  of  earth  science  at  ucl 
Irvine,  "are  on  the  move." 

Scientists  aren't  sure  if  the  worlds  desert  I 
collectively  are  growing,  but  the  boundarie 
of  some  are  in  flux.  Movement  in  the  Alvorcl 
is  so  slight  as  to  be  almost  imperceptible- 
sand  dunes  on  its  eastern  side  are  shiftingl 
Parts  of  the  Great  Basin  are  hotter  and  drie 
than  they  were  ten  years  ago. 

Want  to  get  a  front- row  view  of  thest 
developments?  First  fly  to  Bend,  Ore.  (se\ 
map,  above).  Rent  a  car  with  good  tiresl 
high  clearance  and,  preferably,  four-wheel 
drive.  There  are  hiking  trails  smoothe:[ 
than  some  of  the  roads  you'll  encounter! 
including  the  unpaved  road  up  Steen: 
Mountain,  open  only  during  summei 
months.  Gas  is  hard  to  find.  Oil-pan 
banging  boulders  abound.  If  you  get  ir 
trouble  miles  from  help,  your  cell  phone 
may  or  may  not  work. 

From  Bend  head  southeast  to  Harne) 
County,  one  of  the  least  densely  populatec 
counties  in  the  U.S.,  with  0.7  people  pei 
square  mile  in  an  area  about  the  size  o: 
Maryland.  Cows  have  the  right  of  wa) 
here,  so  hitting  one  can  cost  you.  The 
precise  penalty  depends  on  youi 
negotiating  skill.  An  undistinguishec 
animal  can  become,  in  death,  the  rancher's 
favorite,  a  cow  of  noble  lineage. 

As  you  get  closer  to  the  Alvord  you'll  pass 
Malheur  National  Wildlife  Refuge—  1 87,00C 
acres  flocked  to  by  birds  and  birders  alike 
Farther  on  is  the  town  of  Frenchglen  (pop 
11),  which  used  to  serve  as  a  way  station  for 
ranchers  herding  cattle.  Now  it's  become  such 
a  popular  spot  with  tourists  and  birders  thai 
to  stay  overnight  you  may  need  a  reservation. 
Sit  down  for  breakfast,  and  you  can  eaves- 
drop on  the  tug-of-war  between  private  and 


198      FORBES      DECEMBER  10,  2007 


SET  ALARM  FOR  4.00AM 
TRAVELTO  AIRPORT 
CHECK  IN 
GOTHROUGH  SECURITY 
GOTHROUGH  PASSPORT  CONTROL 
WAIT  IN  LOUNGE 
'    WAIT  AT  GATE 
BOARD  AIRCRAFT 
TAXI  FOR  A  WHILE 
WAIT  FOR  SLOT 
TAKE  OFF 

ENJOY  IN-FLIGHT  HOSPITALITY 
EXPERIENCE  TURBULENCE 

LAND 

TRAVEL  TO  MEETING 
ATTEND  MEETING 
TRAVEL  BACK  TO  AIRPORT 
CHECK  IN 
GOTHROUGH  SECURITY 
GOTHROUGH  PASSPORT  CONTROL1 
WAIT  IN  LOUNGE 
WAIT  AT  GATE 
TAXI  FOR  AWHILE 
WAIT  FOR  SLOT 
TAKE  OFF 

•    ENJOY  IN-FLIGHT  HOSPITALITY 
EXPERIENCE  TURBULENCE 

LAND 
EXIT  AIRPORT 
GO  HOME 


WALK  IN 
SIT  DOWN 

ATTEND  MEETING- ■  . 
CONTINUE  WITH  REST  OF  DAY 


Which  would  you  choose? 

Meeting  face-to-face  has  its  downsides.  That's  why  we've  created 
TANDBERG  Experia™,  the  ultimate  in  telepresence.  You'll  feel  like 
you're  in  the  same  room  as  colleagues  continents  away.  Without 
the  inconvenience  of  having  to  go  there  in  person. 

For  more  information: 
Call:  1-88-TANDBERG  or  1-888-263-2374 
Email:  moreinfo@tandberg.com 

www.tandberg.com/experia 


TANDBERG  Experia 


public  interests  in  the  county,  where  the 
Bureau  of  Land  Management  controls 
4  million  acres. 

On  a  fall  morning  a  hunter,  as  he  ate  his 
eggs,  complained  bitterly  that  the  government 
had  stolen  his  father's  land  for  the  wildlife 
refuge.  He  was  largely  ignored,  surrounded 
by  binocular-holding  tourists  who  had 
driven  hours  to  look  at  birds. 

Outsiders  are  buying  land,  and  some 
properties  have  tripled  in  value  in  the  past 
five  years.  Still,  prices  are  a  quarter  to  a 
third  less  than  what  they  are  in  Bend.  A 
30,000-acre  high  desert  ranch  was  sold  in 
October  for  $23  million  to  an  Oregonian 
who  founded  a  chain  of  pet  hospitals. 
Expect  to  pay  around  $2,000  an  acre  for 
the  prettiest  spots. 

From  Frenchglen,  keep  heading  south 
to  the  still  smaller  town  of  Andrews  (pop. 
0),  where  a  century-old  barn  outside  of 
town  is  missing  its  roof.  The  barn's 
juniper  posts  are  still  standing,  holding 
up  willow-branch  walls.  Now  the  Alvord 
is  just  a  sulfurous  expectoration  away.  Go 
6  more  miles,  park  and  get  out.  You'll  be 
standing  in  the  desert. 

A  hunter, 
as  he  ate  his  eggs, 
complained 
bitterly. 

Want  the  full  panorama?  Backtrack 
and  drive  up  Steens  Loop  Road  to  the 
mountain's  eastern  rim,  which  drops  off  in 
a  mile-high  rock  cliff.  Below  you'll  see  the 
white  salt  flatlands  being  crisscrossed — if 
it's  a  windy  day — by  landsailers,  zipping 
around  on  what  look  like  windsurfers  on 
wheels.  Wind  data  is  being  gathered  for  a 
possible  wind  farm  nearby— a  project  that, 
if  it  were  to  move  ahead,  would  surely 
spark  a  fight  with  environmentalists,  who 
for  15  years  have  asked  Congress  to 
designate  the  Alvord  a  wilderness  area. 

Close  by  the  proposed  site  are 
swimming  holes,  including  Alvord  Hot 
Springs  and  blue,  glittering  Borax  Lake. 
So  clear  are  the  steaming  pools  that  to 
stare  down  into  them  is  like  staring  down 
into  a  cave  that  leads  to  the  earth's  core. 


Near  Borax  Lake  cauldrons  sit  rust- 
ing, abandoned  by  a  borax  mining  outfit 
that  worked  here  a  century  ago.  Signs 
warn  that  the  arsenic  level  is  25  times 
the  level  fit  for  human  consumption. 
Yet  humans  bent  on  swimming,  not 
consuming,  sometimes  take  a  dip.  The 
lake's  owner,  the  Nature  Conservancy, 
asks  that  .they  not:  The  ecosystem  is 


GIFTS 


home  to  the  endangered  2-inch  Borax 
Lake  chub,  which  exists  only  here. 

The  closest  town  is  Fields,  a  metropolis 
of  eight  people.  A  tongue-in-cheek  traffic  sign 
here  warns  of  "congestion."  But  Fields'  ham- 
burger joint/grocery/garage/motel/phone 
booth/gas  pump  does  get  a  waiting  line 
sometimes.  Around  the  Alvord  that's  aboul 
as  close  to  civilization's  riches  as  you  get.  F 


Drill  Bits  Are  Forever 

This  year  say  "I  love  you"  with  an 
industrial-grade  diamond. 

By  Andy  Stone 


DIAMONDS  THAT  DE  BEERS 
once  deemed  detritus — rocks 
so  flawed  or  cloudy  that  their 
highest  use  was  to  grace  the 
cutting  edges  of  drill  bits  and  saws — have 
emerged,  incongruously,  as  the  new  dar- 
lings of  the  jewelry  crowd. 

Boulder,  Colo,  jeweler  Todd  Reed,  an 
early  convert,  sells  $4  million  a  year 
worth  of  rings,  necklaces  and 
other  baubles  fashioned  from 
uncut  or  cut-but-impure 
diamonds.  The  most  expensive 
go  for  $200,000. 

To  their  fans,  imperfect 
stones  possess  an  authenticity 
their   glittering,    flawless  , 
brethren  lack.   It's  their 
earthiness  that  makes  them 
attractive.  Conventional 
diamonds  are  just  that — 
conventional,  commoditized. 
But  a  diamond  that  looks 
like  a  garden  pebble? 
Now  that's  got  personal- 
ity. Then,  too,  there's  the  spiritual 
dimension. 

"On  an  energetic  or  spiritual  level," 
says  Reed,  you  take  away  a  diamond's 
power  when  you  cut  it.  "What  you  have 
left  is  the  little  white  part,  and  they  all 
look  the  same." 

Some  consumers  agree.  "I'm  not  a 
very  spiritual  or  mystical  person,  but  I 


literally  felt  a  warmth  and  an  energy  from 
this  jewelry,"  says  Blaine  Adams,  a  Hous- 
ton investment  manager  who  paid 
$30,000  for  a  ring,  earrings,  and  a 
bracelet  containing  19.2  carats  of  brown 
and  green  imperfect  diamonds. 

The  success  of  a  small-fry  like  Reed 
has  not  been  lost  on  bigger  diamond 
producers  and  retailers.  De  Beers 
two  years  ago  introduced  its 
-       Talisman    collection  of 
^    j     flawed-diamond  jewelry, 
priced  up  to  $675,000. 

Talisman  already  ac- 
counts for  a  quarter  of 
all  jewelry  De  Beers  sells 
through  its  five  U.S.  retail 
stores.  "It's  tied  into  spiri- 
tuality, organic  foods  and 
the    movement   back  to 
the  basics,"  thinks  Hamida 
Belkadi,  chief  operating  officer 
of  De  Beers  in  the  U.S. 
A  2.58-carat  impure  diamond  Rising  demand  means 

in  a  ring  by  Todd  Reed:  $11,000.    industrial.grade  rocks 

now  cost  up  to  three  times  what  they 
did  three  years  ago,  an  inflation  that 
annoys  some  artisans.  Sighs  Paul 
Dragone,  owner  of  Boston  boutique 
jewelry  maker  Pure  Carbon,  "This  is 
material  that,  before,  was  either  ground 
up  and  sprayed  on  the  space  shuttle 
windshield  or  set  into  carbide  steel  for 
road  tools."  F 
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Area  Development 

^b  Beijing  Economic-Technological 
Development  Area 
Visit  www.bda.gov.cn 

Automotive 

^  Cadillac  Motor  Division 
Cadillac:  Life.  Liberty.  AND  THE 
PURSUIT. 

Visit  www.cadillac.com 
^  Kia  Motors 

The  refined  Kia  Amanti.  With  a 
well-appointed  interior,  a  powerful 
264-hp  V6  engine  and  8-standard 
airbags,  your  ride  will  feel  as  good 
as  it  looks. 
Visit  www.kia.com 

Land  Rover 
Have  you  ever  led  an  expedition, 
transported  royalty,  or  seen  the 
curvature  of  the  earth?  Range 
rover  has.  Learn  more  at  lan- 
droverusa.com. 
Call  1-800-FIND-4WD  or  visit 
landroverusa.com 

^b  Land  Rover:Range  Rover 
Visit  www.landrover.com 

^b  Mercedes-Benz 

Visit  www.mercedes-benz.com 

^  Toyota 

For  more  information  on  Toyota's 
investment  in  America  and  our 
commitment  to  the  communities  in 
which  we  do  business,  please  visit 
toyota.com/usa  or  call 
1-800-GO-TOYOTA. 
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^b  America  One  Funding 
Visit  www.AmOne.com/forbes 
^b  American  Diagnostic  Centers 
Visit 

www.americandiagnosticcenters.com 

^b  American  Royal  Arts 

Call  1-800-888-9449  or  visit 

www.americanroyalarts.com 

^b  Capstone  Business  Credit,  LLC 

Call  1-212-755-3636  or  visit 

www.capstonetrade.com 
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Call  1-800-704-0307  or  visit 

www.holidaygroup.com 
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Call  1-845-230-6300  or  visit 

www.macromark.com 
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Call  1-949-623-8596 

^  Publishers  Guild 

Call  1-877-808-0892 

^  ROMFAB 

Call  1-818-787-6460  or  visit 

www.fastexercise.com 

^  Rosetta  Stone 

Call  1-888-232-8823  or  visit 

www.rosettastone.com 

World  Wide  Business 
Consultants 

Call  1-800-733-2191  or  visit 
www.corbettandkish.com 

Coal 

"f}  CSX  Corporation 

Visit  www.csx.com 

^  Foundation  Coal  Holdings,  Inc. 

Call  1-888-689-1964  or  visit 

www.foundationcoal.com 

^  Martin  Engineering 

Visit  www.martin-eng.com 


Computer/Technology 

^b  Tata  Consultancy  Services 
Visit  www.tcs.com 


Diversity 

^  AT8cT 

Visit  www.att.com 

^b  Southern  Company 

Visit  www.southernco.com 

Environment 

^  Weyerhaeuser  Company 
For  more  about  Weyerhaeuser  an 
to  learn  about  our  innovations 
using  TreeCell  Technology,  please 
visit  www.GrowingIdeas.com  or 
call  1-800-525-5440 

Insurance/Financial  Services 

^b  KeyBank 
Visit  www.key.com 
^b  Resources  Global  Professional 
Call  1-800-900-1131  or  visit 
www.ResourcesGlobal.com 
^b  T.  Rowe  Price 
Call  1-877-259-0219  or  visit 
www.ira.troweprice.com 
^  T.  Rowe  Price 
Balanced  Fund 
Call  1-877-259-0219  or  visit 
www.ira.troweprice.com 

T.Rowe  Price 
Global  Stock  Fund 
Call  1-877-259-0219  or  visit 
www.ira.troweprice.com 
^b  T.Rowe  Price 
Blue  Chip  Growth  Fund 
Call  1-877-259-0219  or  visit 
www.ira.troweprice.com 
^5  Transamerica 
Call  1-800-pyramid  or  visit 
www.transamerica.com 
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Wealth 
Managers 


THE  COMPANIES 
SELECTED  EXCEED 
HE  CRITERIA  BELOW 


iserai 
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,pleasi 
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Signed  Fiduciary  Oath 

Advanced 
Certifications  Held 


Exceptional  Client 
References 

10+  Years  Experience 

No  Lawsuits  or 
Grievances 


Comprehensive  Range 
f  Wealth  Management 
isional  nd  Financial  Planning 
j[  Services  Offered 


Securities  and  investments  offered 
ough  H.  Beck,  Inc.,  member  FINRA,  SI  PC. 
rpg,  llc  is  not  an  affiliate  of  h.  beck. 

Gistered  Representative  of  Park  Avenue 
Securities  LLC  (PAS),  1150  Raritan  Road, 
ranforo,  NJ  07016.  Securities  products 
nd  services  are  offered  through  pas,  a 
gistered  broker/dealer,  (908)  709-0020. 
incial  Representative,  The  Guardian  Life 
iurance  Company  of  America  (Guardian), 
New  York,  NY.  PAS  is  an  indirec  wholly 
.ed  subsidiary  of  Guardian.  Abrahamsen 
Financial  Group  is  not  an  affiliate  or 
subsidiary  of  PAS  or  Guardian.  PAS  is  a 
member  FINRA,  SIPC. 

^Securities  and  Investment  Advisory 
ivices  offered  through  nfp  securities, 
a  Broker/Dealer,  Member  FINRA/SIPC 
and  a  Federally  Registered  Investment 
dvisor.  Wealth  Preservation  Solutions, 

LC  is  a  member  of  PartnersFinancial,  a 
division  of  NFP  Insurance  Services,  Inc., 
CH  is  a  subsidiary  of  National  Financial 

tners  Corp  (NFP),  the  parent  company 
of  NFP  Securities,  Inc. 

^Securities  and  investment  advisory 
vices  offered  through  Royal  Alliance 
Associates,  Inc.  member  FINRA,  SIPC 


Beacon  Wealth  Management,  LLC 

65  Harristown  Rd. 
Glen  Rock,  NJ  07452 

201-  447-9500 

www.beaconwealthmanagement.com 
Beacon  delivers  strategically  tax-efficient 
fee-based  asset  management,  family  office 
and  personal  CFO  services,  legacy  and 
philanthropic  planning,  all  in  an  independent 
open-architecture  environment. 

Bennett  Group  Financial  Services,  LLC4 

1400  K  Street  NW,  Ste.  501 
Washington,  D.C.  20005 

202-  216-4880 

www.bennettgroupfinancial.com 
BGFS  is  a  leading  provider  of  holistic  financial 
guidance,  specializing  in  comprehensive 
financial  planning,  wealth  building  retirement 
strategies  and  risk  management  solutions. 

Asset  Advisory  Group,  Inc. 

170  Kinnelon  Rd.,  Ste.  3 
Kinnelon,  NJ  07405 

973-492-0808  www.assetadvisorygroup.com 
A  fee-only  registered  investment  advisor  who 
creates,  preserves  and  manages  family  wealth, 
Asset  Advisory  Group  values  the  mutual  trust 
shared  with  clients  and  takes  pride  in  their 
financial  success. 

Academy  Financial  Inc. 

1300  York  Rd.,  Ste.  210 
Lutherville,  MD  21093 
410-825-0781 

www.academyfinancialinc.com 
A  leader  in  retirement  income  and  comprehen- 
sive financial  planning,  Academy  helps  clients 
craft  a  strategy  to  identify  and  support  their 
current  and  future  goals. 

Prestige  Wealth  Management  Group 

2  Tree  Farm  Rd.,  Ste.  A230 
Pennington,  NJ  08534 
609-730-0001 

www.prestigewealthmanagement.com 
A  comprehensive  wealth  management  firm 
providing  innovative  planning  solutions  and  a 
first-class  client  experience  to  high  net  worth 
individuals  &  executives  of  major  corporations. 

Voso  Financial  Advisers 

220  West  Patrick  St. 
Frederick,  MD  21701 
301-662-7366  www.vosoadvisers.com 
The  leading  provider  of  financial  services  in  the 
Frederick  Community  and  surrounding  areas, 
Voso  Financial  enables  individuals  and  families 
to  secure  financial  independence  through 
trusted  planning  and  investment  services. 

415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to 
evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of 
the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons 
between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes*  magazine. 


Ziffer,  Pasternak, 

Bergamini  &  Tavenner,  (k)RPG1 

60  Market  St.,  Ste.  217 

Gaithersburg,  MD  20878 

301-948-4411  www.k-rpg.com 

(k)RPG  integrates  financial  planning  solutions, 

applying  tax,  legal  and  economic  standards 

to  provide  advice  to  corporate  and  individual 

clients. 

Abrahamsen  Financial  Group* 

59  Main  St. 
Holmdel,  NJ  07733 

732-946-41 00  www.abrahamsengroup.com 
Abrahamsen  Financial  Group  leverages  an 
industry  leading  technology  platform  to  assist 
clients  in  achieving  maximum  results  in  wealth 
building,  tax  savings  and  improved  protection 
for  a  more  enjoyable  life. 

Baltimore- Washington 
Financial  Advisors,  Inc. 

5950  Symphony  Woods  Rd.,  Ste.  600 
Columbia,  MD  21044 
888-461-3900  www.bwfa.com 
An  independent  fee-only  firm  creating  retire- 
ment paychecks  since  1986,  BWFA  offers 
integrated  retirement  and  estate  planning, 
investment  management,  and  tax  services. 

Wealth  Preservation  Solutions,  LLC3 

257  E.  Ridgewood  Ave.,  Ste.  305 
Ridgewood,  NJ  07450 
201-632-2022  www.wpsllc.net 
The  firm  specializes  in  estate  planning,  succes- 
sion planning  and  asset  management,  helping 
business  owners,  executives  and  wealthy 
families  accumulate  and  preserve  wealth. 

www.themostdependable.com 


iRKETPLACE 


Looking  To  Grow  Your  Business? 


'WW 

We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE  .^m^^ 

www.macromark.com    ]VI  3.01*0  Tfi^f4Ir 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


45091JGT 

The  Ideal  Gift  Collection 

The  Ideal  Gift  Collection  Includes: 
2  (5  oz.)  Filet  Mignons 
2  (5  oz.)  Top  Sirloins 
2  (4  l/i  oz.)  Stuffed  Sole 

with  Scallops  &  Crabmeat 
4  (4  oz.)  Omaha  Steaks  Burgers 
6  (5  V.  oz )  Stuffed  Baked  Potatoes 
1  (6  inch)  Chocolate  Lover's  Cake 

Reg.sJ$m,  $g|CJ99 


Now  only. 


Pius  2  FREE  Gifts 

with  purchase 

6-Piece  Cutlery  Set 


And  FREE  Cutting  Board  to 
every  shipping  address 

Limit  of  2  Packages  and  1  Cutlery  Set  4k 
Cutting  Board  per  address. 
Standard  shipping  &  handling  will  be  applied  per  address 
Offer  expires  12/31/07 


Call 

1-800-228-9055 

24  Hours  a  Day, 
7  Days  a  Week. 


OMAHA  STEAKS 


www.omahasteaks.com/idealgif 

©2007  Omaha  Creative  Group.  Inc.         271 12C 
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Forbes  marketplace 


Just  Discovered:  A  Hoard  of  Gold  Coins  Hidden  for  75  Years! 


Collectors  are  going  crazy  over  the  recent 
discovery  of  a  magnificent  hoard  of  vintage 
U.S.  gold  coins.  Hidden  for  over  75  years, 
no  one  knows  how  or  why  these  coins  escaped 
detection!  Now,  for  the  first  time  ever,  you  can  _ 
own  them— but  only  while  supplies  last! 

A  Miracle  Discovery  of  U.S.  $10  Gold  Indians 

Each  coin  is  a  fabulous  $10  Gold  Indian  struck 
from  1907  to  1933.  These  are  the  famous  "Gold 
Eagles"  designed  by  American  sculptor  Augustus 
Saint-Gaudens  at  the  request  of  President 
Theodore  Roosevelt.  It's  amazing  that  this  hoard 
of  1,359  coins  even  exists.  When  the  nation  went 
off  the  gold  standard  in  1933,  MILLIONS  of  these 
coins  were  officially  recalled  and  lost  forever  to 
the  government's  melting  pots. 


Vintage  Gold  Coins  Are  Security  in 
Uncertain  Economic  Times 

Each  27mm  coin  is  struck  in  .900  fine  American  . 
gold  and  is  guaranteed  in  Uncirculated  condi- 
tion. With  continued  uncertainty  over  oil  prices 
and  the  stock  market— combined  with  a  falling 
dollar— collectors  and  investors  are  scooping  up 
vintage  gold  coins  like  this  for  their  gold  content 
and  rarity. 

Don't  Miss  This  Opportunity:  Order  Now! 

Due  to  the  scarcity  of  these  coins,  we  must  issue 
a  strict  limit  of  3  coins  per  customer.  Prices  and 
orders  are  subject  to  availability.  Your  satisfaction 
is  assured  by  our  30-day  money-back  guarantee 
so  don't  miss  out— Call  Today! 


New  York  Mint 


Buy  1  for  $799  +  $15  shipping,  buy  3  for  $749  each  and  get  FREE  shipping. 

1-800-642-9160  ext.  5523 

5577  W.  78th  St.  •  Edina,  MN  55439 
®2007  New  York  Mint.  Not  affiliated  with  the  U.S.  Government. 
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For  Marketplace,  call  888-305-6830 


Jl  CIS. 

MARKETPLACE 


The  fastest  way 

to  learn  a  languas 
Guaranteed™ 


NEW  Proprietary  speech  recognition  technology  gets  you  speaking  from  the  start. 
NEW  speech  analysis  tools  perfect  your  pronunciation. 

NEW  Contextual  Formation™  feature  uses  real-world  simulations  to  give  you  the  benefits 
you  need  to  succeed. 

NEW  Adaptive  Recall™  Language  feature  tracks  progress  to  reinforce  your  strengths  and 
revisit  needs. 

NEW  Milestone  feature  lets  you  try  out  your  new  language  knowledge  in  real-life  simulations. 
IMPROVED  Intuitive,  sequential  learning  makes  every  lesson  count  and  build  progressively. 


Version  3  now  available  in  10  languages,  20-other  languages  available  for  Version  2. 


a 


(888)  232-8823 

Use  promotional  code  fbsl27  when  ordering 


RosettaStone.com/fbsl27 


\  V  V. '.»  r  i 


Liberty  Head  Gold  Double  Eagles  1877-1907  are  the  largest 
gold  coins  produced  for  circulation  by  the  V.S.  mint  These 
coins  are  rich  in  history  and  artistic  beauty  and  offer  both 
enjoyment  and  investment  opportunity. 

Don't  Miss  This  Opportunity,  Order  Now! 

Gold  was  up  23%  in  2006  and  has  doubled  over  the  last  5 
years.  Now  you  can  get  involved from  only  $30  above 
the  price  of  gold.  Your  satisfaction  is  assured  with  our 
30-day  money  back  guarantee. 


:  OUT  OUR  OTHER  MONEY  SAVING  OFFERS  AT 
WWW.C01NOFFER.COM 


CALL 1-800-301-3868 

Westminster  Mint 
1660  Hwy.  100  •  Suite 429  •  Minneapolis,  MN  55416 

.    OVER  1    MILLIOfejLc.OIMS  SOLD  SINCE  2001 


Introducing 
Rosetta  Stone®  Version  3! 

The  world's  leading 
language-learning  software 
just  got  better. 


Makes  a 
great  gift! 


Act  now  to  receive  a 


10%  discount. 

Offer  expires  Apr.  30.  2008. 


Level  1        $209-  NOW  $  188. 10 

Level  1&2  £339-  NOW  $305.10 
Best  Value! 

Level  1,2  &  3  $499-  NOW  M49.10 

Personal  Edition.  Solutions  for  organizations  also  available. 
©2007  Rosetta  Stone  Ltd.  All  rights  reserved. 


Rosetta  Stone 


Rare  Memorabilia 
Released  to  the  Public; 

Signed  art  including 
sOlapton,  Beatles,  Stones, 
4eppelin,  Dylan,  Hendrix 
I       and  MORE! 


%4eppelin,  Dylan,  Hendr 
and  MORE! 

FREE  CATALOG 
ALL  TOO  AY! 

P..     v     5l. 877.601  .ROQ 

m  ^www.SignedRock.cor 
H5rwTi  p 


♦  1.877.601. ROCK 

^www.Sig  ned  Rock,  com 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 

Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 

Cash  offer:  $165,000 

78  year-old  male:  $1 ,200,000  policy 

Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


$ 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:    LJ  Heart  Disease   [J  Cancer   O  Diabetes   ED  Stroke   D  Other 

(Please  check  all  that  apply-) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  12/07 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2007  lnsure.com,  Inc.  All  rights  reserved.  CA  agent  #0A13858. 
LA  agent  #200696,  MA  agent  #333509159.  Insure.com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Insure.com,  Inc.  DBA 
lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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For  Marketplace,  call  888-305-6830 


KETPLACE 


Now  iu  the  Time 


HV'E 

IN  PRECIOUS 

METALS 


% 


Cf|U  inr.l),  )nc 

CALL  US  TODAY. 
Tel  786.888.GOLD  •  Toll  Free  888.300.5775 

www.ciibbs.com 


We  See  Your  Success 


Purchase  Order  Finance  I  Trade  Finance  I  Lett* 
Domestic  &  International  Accounts  Receivable  F< 


t 


Forbes 


Subscriber  Service 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservice 

or  call. ..800-888-9896 


For  Marketplace,  call  888-305-683) 


■■innminiyHHmiM.ltltnwiawwiimilwiitK^  «  nil  ng|r|n»n««n»t 


orbes  marketplace 


Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


VIE  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
$d  88%  of  people  who  own  health  club  memberships  do  not 
ftrcise.  A  4  minute  complete  workout  is  no  longer  hard  to 
-flieve  for  all  the  people  who  since  1990  have  bought  our 
ftellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
■o  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


He  health  benefits  experienced 
■ring  that  tryout,  and  the  ROM 
Httrformance  score  at  the  end  of 

Hch  4  minute  workout  that  tells  the 
■pry  of  health  and  fitness 
^provement.  At  under  20  cents  per 
the  4  minute  ROM  exercise  is 
least  expensive  full  body 
plete  exercise  a  person  can  do. 
w  do  we  know  that  it  is  under  20 
ts  per  use?  Over  90%  of  ROM 
ichines  go  to  private  homes,  but 
■  have  a  few  that  are  in  commercial 
m  for  over  12  years  and  they  have 
i  dured  over  80,000  uses  each, 
ihout  need  of  repair  or  overhaul. 
m  ROM  4  minute  workout  is  for 
pple  from  10  to  over  100  years  old 
j  highly  trained  athletes  as  well. 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 

10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 


ember  10,  2007 


For  Marketplace,  call  888-305-6830 


R  aise 

Your  Own) 
Venture 
Capital 

800-733-2191 

Worldwide 
Business  Consultary 
est.  1991 


MARKETPLACE 


60-80% 

OFF  RETAIL 

'  S  M  1.6: 

NEVADA  CORPORATION 

Garry  Jones,  Esq. 

^fifct  .  Arc  \du  Getting  Married? 
.y^^t  Worried  about  financial  issues? 

1  Contact  our  office  now  to 
j##     "*   learn  how  to  protect  your 
>4BHe  &  separate  property. 

'  (800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 

NEVINE  CARMEIXK 
EA,  MS.  TAXATION 

For  a  private  consultation  please  call 
949-623-8596 

American  Diagnostic  Centers 


Net  annual  income  of  $500,000 

Own  and  operate  a  Medical  Diagnostic  Center  in  your 
area.  Business  Management  experience  is  a  must. 
$800,000  Cash  investment  required.  Can  reach 
profitability  in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www.americandiagnosticcenters.com 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready-to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exelusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $12,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


UNSECURED  LOANS 

$1,000  -$100,000. 
No  collateral  required.  Same  d 
decision  nationwide. 
Any  personal  or  business  use 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1-800-458-7695 


Forbes 

Stock  Market  Course 


The  Forbes  Stock  Market  Course  is  an  easy-tc 
read  common  sense  guide  to  building  wealth.  It 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99. £ 
(save  $50  off  the  regular  $1 49.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 


For  Marketplace,  call  888-305-6* 


brbes  marketplace 


hen 

he  Gift  Is 
Diamond, 

bu  Don't  Need 
\  Special  Occasion. 


v ... 


And  When  The  Gift  Is  Diamond  Essence, 
You  Don't  Need  To  Spend  A  Fortune. 


Nationally  recognized  since  1978,  Diamond  Essence  has  been  satisfying  thousand  of  customers  with 
the  BEAUTY  and  QUALITY  of   supreme  Diamond  Essence  Masterpieces.  Each  Jewel  is  masterly 
crafted  and  set  with  the  most  astonishing  Diamond  Essence  stones,  which  is  dazzling  the  world  since 
it  was  innovated!  Even  a  Jeweler  can  not  tell  difference  with  naked  eye!    Make  a  choice  today! 
we  promise  it  will  add  to  your  "Sparkle"  of  the  season! 

We  have  thousands  of  beautiful  yet  affordable  rings,  earrings,  bracelets,  necklaces,  pendants,  pins, 
watches  and  more. 


A.  2  Ct.  Oval  center,  3.3  ct.t.vv   #3736  (SRP$510)....$252 

B.  1.25  Ct.  Li'  kohinoor       #1365  (SRP  $350)  $172 

2.5  Ct.  Li'  Kohinoor        #1366  (SRP  $370)  $184 

3.0  Ct.  Kohinoor  #3329  (SRP  $460)  $228 

4.0  Ct.  Kohinoor  #1360  (SRP  $510)  $253 

C.  8.0  Ct.  T.W  Earring         #2906  (SRP  $400)  $198 

D.  1.50  Ct.T.W  with  chain  #4556w  (SRP  $260)...  $129 

same  in  yellow  gold  #4556    (SRP  $260)  $129 


E.  8.0  Ct.Center,  llcts.t.w,W  Cold  #3962W  (SRP  $660)$329 
4.0  Ct.  Center,  4.5cts.t.w,  #3962-1 W  (  SRP  $610)  $302 

F.  1.0  Ct.center  ,1.38  ct.t.vv  ring  #6119..(SRPS290)  $142 

G.  2.4  Ct.  Tennis  Bracelet      #955    (SRP  $480)..  .$240 

SRr(Suggested  Retail  Price) 
Ring  size  5-9,  Halt  size  &  over  size  $10  extra. 
Shipping  I  landling  &  Insurance  SI  1.95, 
Express  /  Rush  delivery  available. 


Holiday  Special 


More  than  50%  off  SRP 


PROMOTIONAL  CODE  :  M11 


6  Saddle  Road,  Cedar  Knolls.  NJ  07927 


1 


Call  1-800-909-2525 

Visit  www.diamond-essence.com 

Or  Mail  your  check  to  Diamond  Essence  Co. 


r  30  Day  100  %  Money  Back  Guarantee. 

Stones  Guaranteed  for  life 


kember  10,  2007 


For  Marketplace,  call  888-305-6830 


THOUGHTS 


On  the  Business  of  Life 


harlie  Wohlstetter,  that  tireless  dynamo  who  heads  up  Continental  Telephone,  passed  on  to  us 
this  anecdote:  "Some  years  ago  Herman  Kahn  told  me  of  the  rabbi  who  was  present  at  the 
creation.  After  the  sixth  day,  when  the  Lord  was  resting,  he  looked  at  his  handiwork  and  turned 
to  the  rabbi  and  asked,  'Well,  Rabbi,  what  do  you  think?  Are  you  optimistic  or  pessimistic?'  The  rabbi 
hesitated,  frowned  deeply,  shook  his  head  and  clucked  his  tongue  and  finally  said  to  the  Lord,  'Well,  I'm 
optimistic' And  the  Lord,  in  surprise,  said,  'Well,  if  you're  optimistic,  why  are  you  frowning?' And  the  rabbi 
said,  'I'm  frowning  because  I  believe  my  optimism  is  unjustified"'  —MALCOLM  FORBES  (1984) 


If  Christianity  is  pessimistic  as  to  man, 
it  is  optimistic  as  to  human  destiny.  I  can 
say  that,  pessimistic  as  to  human  destiny,  I 
am  optimistic  as  to  man. 

—ALBERT  CAMUS 

I'm  a  pessimist  because  of  intelligence, 
but  an  optimist  because  of  will. 

—ANTONIO  GRAMSCI 


The  happy  ending  is  our  national  belief. 

—MARY  MCCARTHY 


My  optimism  wears  heavy  boots 
and  is  loud. 

—HENRY  ROLLINS 


Nothing  bad's  going  to  happen  to  us. 

If  we  get  fired,  it's  not  failure;  it's  a  midlife 

vocational  reassessment. 

—P.J.  O'ROURKE 


An  optimist  is  someone  who  thinks 
the  future  is  uncertain. 

—ANONYMOUS 


It  drives  me  into  a  frothing  frenzy 
when  politicians  return  from  inner 
cities  saying  "What  the  people  of  this 
town  need  is  Hope."  What  these  bleeding 
hearts  mean  is  Money,  but  they're  too 
greasy  to  say  so. 

—STEPHEN  FRY 


Optimism  doesn't  wait  on  facts.  It  deals 
with  prospects. 

—NORMAN  COUSINS 


It  is  the  formidable  character  of  the 
species  to  routinely  seek  the  improbable, 
the  difficult,  even  the  impossible,  as  a 
source  of  pleasure  and  self-justification. 
Who  would  try  to  write  poems,  or  novels, 
or  paint  pictures  unless  he  is  an  optimist? 

—LIONEL  TIGER 


Pessimists  have  good  appetites. 


—COLETTE 


An  optimist  is  one  who  believes  marriage 
is  a  gamble. 

—LAURENCE  J.  PETER 


An  optimist  is  a  driver  who  thinks  that 
empty  space  at  the  curb  won't  have  a 
hydrant  beside  it. 

—CHANGING  TIMi 


The  average  pencil  is  7  inches  long,  with 
just  a  half-inch  eraser — in  case  you 
thought  optimism  was  dead. 

—ROBERT  BRAUI 


Optimism  approves  of  everything  submit 
to  everything,  believes  everything;  it  is  the 
virtue  above  all  of  the  taxpayer. 

—GEORGES  BERNANC 


The  essence  of  optimism  is  that  it  takes 
no  account  of  the  present,  but  it  is  a 
source  of  inspiration,  of  vitality  and  hope 
where  others  have  resigned;  it  enables 
a  man  to  hold  his  head  high,  to  claim 
the  future  for  himself  and  not  to  abandon 
it  to  his  enemy. 

—DIETRICH  BONHOEFFE 

A;  T€3Ct  iii  

Standfast  therefore  in  the  liberty 
wherewith  Christ  hath  made  us 
free. 

— GALATIANS  5:1 
Sent  in  by  Margaret  Hamrock,  Youngstown,  Ohio. 
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It  doesn't  play  nice  with  the  other  cars  in  its  class. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  run  the  engine  at  redline  for  over 
30,000  miles?  Why  did  we  test  the  suspension 
at  130  mph?  Why  did  we  use  high- 
strength  steel  in  over  70%  of  the  body 
structure?  The  answer  is  simple:  we 
promised  you  a  Mercedes-Benz. 

This  automobile  wasn't  made  to  join 
its  class,  but  to  dominate  it.  That  explains  why  we 
pushed  its  engine  so  hard,  for  so  long,  before 
letting  it  onto  the  showroom  floor.  It's  why  we 


equipped  it  with  a  suspension  that  automatically 
adjusts  to  changing  road  conditions,  as  well  as 
massive  antilock  brakes  that  can  bring 
it  from  80  mph  to  a  dead  stop  in  just 
four  firm  seconds* 

And  it's  why  we  gave  the  C-Class 
aggressively  aerodynamic  lines,  AMG 
bodystyling  and  17"  staggered-width  alloy  wheels 
that  all  shout,  "Let's  play."**  Though,  don't  be 
surprised  if  the  other  guys  are  a  little  hesitant. 


THE  C-CLASS.  The  delights  of  dominance,  mile  after  mile.  Starting  at  $31,975! 
  Unlike  any  other.  


Mercedes  Ben  z 

MBUSA.com 


•Skid  pad  test  results.  Actual  braking  distances  vary  depending  on  surface,  tire  conditions  and  brake  maintenance  system.  "Only  available  on  C-Class  Sport  Sedans.  'MSRP  for  a  2008  C300  Sport  Sedan  inca 
transp.  charge.  Excludes  all  options,  taxes,  title,  regis,  and  dealer  prep.  2008  C350  Sport  Sedan  shown  at  $39,335  includes  optional  Iridium  Silver  metallic  paint  and  Premium  2  Package.  Options,  model  avail* 
and  actual  dealer  price  may  vary.  See  dealer  for  details  For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.o 
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r  Holiday  Gift  List     Golf's  Doping  Debate 


School  for  Protection  Do 


ea  Island  Spa 


little  something 


New  fishing  pole 


New  best  friend 


Three  weeks  ago  I  looked  outside  and  said,  "Today's  the 
day  I'm  taking  my  grandson  Brian  fishing."  So  I  fished 


out  my  Citi  card  to  buy  the  worms,        f  the  sure-fire 


lures,  -"^HL^  and  Brian  picked  out  a  brand-new  rod. 
We  spent  a  lot  of  time  getting  to  know  each  other  on 

that  lake.       ^j^'^    And  while  we  weren  t  aDle  *° 
reel  in  the  Big  One,  it  didn't  matter.  Because  wouldn't 
you  know  it,  I  ended  up  getting  hooked  on  an  8-year-old  kid. 
Whatever  your  story  is,  your  Citi  card  can  help  you  write  it. 


What's  your  story? 


citicards.com 


citi* 

let's  get  it  done" 


it's  no  wonder  discerning  travelers  choose  Bermuda  as  the  destination  to  find  relaxation 
and  sumptuous  restoration.  Indulge  in  exotic  and  natural  spa  treatments  and  surrender 
to  the  soothing  effects  of  ancient  healing  rituals.  Our  healing  rituals  even  include 
world-class  oceanside  golf  courses.  And  with  this  private  island  paradise  just  under  two 
hours  from  the  East  Coast,  it's  truly  a  short  commute  to  a  world  away. 

For  affordable  packages  and  to  book  reservations,  please  call  1.800. BERMUDA 
or  visit  bermudatourism.com 


BERMUDA 


Treasured  by  the  Mayans.  Recent  Presidential  Retreat. 
Haven  to  a  Privileged  Few. 


n  i  z  u  c 

RESORT  AND  RESIDENCES  BY  ADRIAN  ZECHA 


TO  DISCOVER  THE  ESSENCE  OF  NIZUC, 
VISIT  WWW.NIZUC.COM  FOR  A  SHORT  FILM  BY  THE  PRODUCERS  OF  21  GRAMS  AND  BABEL. 

RESORT.  RESIDENCES  AND  SPA  OPENING  2009  ON  THE  RIVIERA  MAYA 
888  MY  NIZUC  +52  (998)  885  0144 
SHVO  EXCLUSIVE  MARKETING  AND  SALES 


The  foregoing  -kill  not  be  construed  as  an  offer  in  any  jurisdiction  where  i;  .  '^eller  has  not  registered  or  otherwise  complied  with  applicable  law  Anv  illustrations  are  artist's  depictions  and  may  not  accurately  represent  the  final  product.  Statements  set  forth  herein 
are  summary  in  nature  and  a  prospective  purchaser  should  refer  to  the  full  >-i  of  governing  documents  and  offering  materials  and  seek  competent  legal  advice  in  connection  therewith.  We  are  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of 
equal  housing  opportunity  throughout  the  Nation  We  encourage  and  suppose  jn  affirmative  advertising  and  marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color,  religion,  sex.  handicap,  familial  status  or  national  origin. 
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Features 


"It  is  a  splendid  place 
where  buildings 
are  a  rich  bricolage 
of  medieval  and 
modern,  Baroque  and 
Rococo,  Renaissance, 
Gothic,  even  Cubist. 
'Prague  has  no  pure 
styles,'  Milos  says.  It's 

all  transitional.'"  page  172 


156  Lots  of  Toys  and  Goodies 

Twelve  perfect  gifts  for  the  holidays. 
Photographs  by  Ron  Reeves 


172 


Learning  to  speak  spa  means  taking  the  Old  World  waters  of  the 
Czech  Republic. 
By  Todd  Pitock 

178  Niiiiice  Doggie 

A  trained  German  shepherd  from  Harrison  K-9  Security  Services 
is  one  cuddly  Cujo. 
By  Andrew  Ferguson 

184  Mediterranean  Deluxe 

The  swells  race  all  season  long  at  Sardinia's  Yacht  Club 

Costa  Smeralda. 

By  Bernadette  Bernon 

COVER:  The  2008  Smart  For  Two  Passion  cabriolet  by  Mercedes,  photographed  by  Ron  Reeves. 
Props  by  Suzanne  Couture  Modeimaking,  New  York,  (212)  714-9310. 
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THE  WORLD  ATLAS  OF 


Departments 


67  Golf 

Gary  Player  provoked  a  storm  by  claiming  pro  golfers  are  doping. 
Can  the  PGA  stay  ahead  of  the  game? 
By  Todd  Pitock  . 

73  Boats 

Nighttime  navigation  cheat  sheet,  a  clear-bottomed  kayak  and  a 
speedy  Bruckmann  42. 
By  Bernadette  Bernon 

78  First  Read 

A  book  excerpt  traces  the  dry  Martini  to  its  syrupy  source. 
By  Eric  Felten 

82  Passions 

Vintage-plane  collector  Kermit  Weeks  readies  Fantasy  of  Flight 

for  takeoff. 

By  Lane  Wallace 


89 


Tiddlywinks  pros  pot  for  show  and  squop  for  dough. 
By  Dick  Teresi 


page  24 


94  Auctions 

Are  contemporary  and  modern  art  auctions  cooling?  December 
sales  in  Paris  will  take  the  market's  temperature. 
By  Stephanie  Cooperman 

97  Collecting 

Classic  movie  posters  are  reeling  in  big  numbers. 
By  Finn-Olaf  Jones 


102  Quintessentials 

Pearls  of  wisdom  for  formal  dress. 
By  Mark  Grischke 


104 

Usual  Suspects 


Real  Escapes 

A  glamorous  Seychelles  villa  is  paradise  found. 
By  Michael  McRae 

Style  &  Design 

The  Light  Roadster:  a  bicycle  built  to  woo. 
By  Colin  Mort 


20    FROM  THE  EDITOR'S  DESK  |  Dog  days  III 

24   THE  EYE  |  Design-lover's  drill,  smart 
backpack,  mini  tank,  cozy  Moncler, 
cool  Lalique,  the  joy  of  jam,  makeover  113 
for  Cafe  Carlyle  and  Lichtenstein 
blooms  in  Miami. 

49    TRAVEL  |  Just  the  ticket.  ... 

Edited  by  Richard  Nalley 

188    MIXED  MEDIA  |  Cool  pool  pics, 

Chinatown  redux,  extreme  skiing  tales, 
Bryson's  Bard  and  classic  post-punk  131 
from  Joy  Division. 

Edited  by  Thomas  Jackson 

192    ASKED  &  ANSWERED  |  At  60,  NBA 
legend  Kareem  Abdul-Jabbar 
considers  the  state  of  the  game. 


The  wine-sawy  gift-giver  thinks  outside  the  bottle. 
By  Richard  Nalley 

Spas 

A  Georgia  peach  of  a  spa  opens  on  Sea  Island. 
By  Lorraine  Cademartori 

Wheels 

An  open-top  Callaway  Speedster  and  a  virtual  racer. 
By  Bill  Baker 


154  Electronics 

The  VholdR  video  camera  is  ready-to-wear  tech. 
By  Thomas  Jackson 
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Cardmember  . 
Member  Since 


..loop.. 


Occupation 


Proudest  accomplishment  .-^^.5^^^^..^?^^ ['.^.(^''..c^^.^^lO^-  'jfOuJ' 
Perfect  day . . 

Most  unusual  gift        bicut  ..sfefeiow  

Recent  impulse  buy  &..£^...<T^. .^ig  [ 


Retail  therapy  .. 

Can't  shop  without   <^+t^....k^^^|^.  

My  card     CX^^fXi^  .?yCA^r^?rr  t^<^VVA^.  ^  ^^L  -  -  - 


ARE  YOU  A  CARDMEMBER?" 
W^Zt  americanexp  reod.com  to  join 


ARE  YOU  THE  LAST  TO  KNOW  THAT  YOU 
WENT  ON  A  SHOPPING  SPREE? 

or 

ARE  YOU  ALERTED  WHEN 

A  SUSPICIOUS  CHARGE  APPEARS? 


ARE  YOU  AFRAID  IT  MIGHT  LOOK  BETTER 
ONLINE  THAN  IT  DOES  ON  YOU? 

or 

ARE  YOU  ABLE  TO  RETURN  IT, 
EVEN  IF  THE  SITE  SAYS  YOU  CAN'T? 


ARE  YOU  IN  PIECES 

BECAUSE  YOUR  NEW  PURCHASE  IS? 

or 

ARE  YOU  SECURE  THAT  YOUR 
PURCHASES  ARE  PROTECTED? 


ARE  YOU  SPENDING  MORE  TIME  WORRYING  THAN  SHOPPING? 

or 

ARE  YOU  A  CARDMEMBER?* 
visit  ainericanexpr&fj.coin  to  join 
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EAL  ESTATE 

test  Places  for  Real  Estate  Deals 
Housing  markets  where  price 
'  ppreciation  and  sales  volume  are 
xpected  to  grow  in  the  next  year. 


America's  Priciest  Property  Taxes 
In  these  40  counties,  homeowners  pay 
more  in  median  property  taxes  than 
anywhere  else  in  the  country. 

HEALTH 

Best  Fitness  Benchmarks 

Want  to  get  the  most  out  of  your  workout? 


Experts  say  fitness  tests  can  help  you  set 
smarter  goals  and  achieve  them. 

VEHICLES 

Safest  Family  Cars 
These  15  sets  of  wheels  boast 
impressive  safety  features,  stylish  design 
and  solid  handling. 


TRAVEL 

Wallet-Friendly  Luxury  Hotels 
A  sumptuous  stay  doesn't  have  to 
break  the  bank.  The  proof?  These  ten 
luxe  lodgings. 


Forbes.com  Video  Network 
www.forbes.com/video 

Enterfainmenl  News 
Whether  it's  BuzzWorthy  media  notes 
or  Celebrity  Minute,  the  Forbes.com 
Video  Network  brings  you  reports 
about  TV,  movies  and  the  stars 
we  all  love — or  love  to  hate — with  a 
look  at  the  dollars  behind  them. 

Hi  rech  Help 

This  year's  gift  lists  will  include  the 
hottest  in  personal  electronics. 
Keep  abreast  of  the  latest  gadgets 
and  gizmos  from  our  tech  reporters 
and  editors  on  the  Forbes.com 
Video  Network. 


ForbesLife  I  15 


PRESIDENT 

EDITOR 

EXECUTIVE  EDITOR 

CREATIVE  DIRECTOR 
MANAGING  EDITOR 
DESIGN  DIRECTOR 
SENIOR  EDITORS 

ASSOCIATE  EDITORS 

PHOTO  EDITOR 
ASSISTANT  EDITORS 

CONTRIBUTING  EDITORS 


Robert  Forbes 

Christopher  Buckley 

Patrick  Cooke 

Mark  Grischke 
Lorraine  Cademartori 
Penny  Blatt 
Thomas  Jackson 
Richard  Nalley 
Taylor  Antrim 
Sharon  Allen  Burke 
Kerry  Mullett  Strom 
Stephanie  Cooperman 
Adam  McCollum 

Bill  Baker 

Bernadette  B.  Bernon 
Andrew  Ferguson 
Finn-Olaf  Jones 
P.J.  CRourke 
Todd  Pitock 
Mike  Salisbury 
Dick  Teresi 
JefFTurrentine 
Laurie  Werner 


EDITOR  AT  LARGE     Barnaby  Conrad  III 

CONTRIBUTING  PHOTOGRAPHER    Ron  Reeves 

PRODUCTION     Elaine  Y.  Fry,  Group  Director 

of  Production  and  Manufacturing; 

Edward  Conrad, 

Director  of  Distribution; 

Mary  Nemeth 

Michelle  Ciulla 

Joanna  Mikolajczuk 

Casey  Clifford 

ASSISTANT  TO  THE  PRESIDENT     Vicki  Rogers 


WWW.FORBES.COM/FORBESLIFE 
FORBES,  INC.  (212)  620-2200 


Forbes 


WWW.F0RBES.COM 


COPYRIGHT  ©  2007  FORBES,  LLC.  ALL  RIGHTS  RESERVED. 
PRINTED  IN  U.S.A. 


AidemarsPiguet 

le  maitre  de  1'horlogerie  depuis  1875 

MILLENARY 
COLLECTION 


INITIATION  INTO  THE  ART  OF  TIME 

PINK  GOLD  WATCH  WITH  CENTER  SECONDS  AND  DATE  DISPLAY,  EXCLUSIVE  SELF-WINDING  AUDEMARS  PIGUET 
MOVEMENT.  WATER-RESISTANT  TO  20  METERS,  also  available  in  white  gold 


AUDEMARS  PIGUET  BOUTIQUES 
40  EAST  57™  STREET,  NEW  YORK,  NY  888.  214.  6858  •  BAL  HARBOUR  SHOPS,  BAL  HARBOUR,  FL  866.  595.  9700 

www.audemarspiguet.com 


THE.  SETAI 

ffjoutri  £)each  penthouse 

/\n  ocean  view  three 
bed  room,  three  bath 
residence.  /\memties 
include  five-star  hotel 
services  such  as  world- 
class  spa  &  health  club, 
restaurants  and  bar  & 
more... 

Offered  at  $2,?/5,000 
also  available  for  lease 

Exclusively  by  ELJolj  (^.armenate 

eloy@ivrrealtu.com 
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Ruff  Draft 


Their  wish  is  his 
command:  Asko 
considers  our 
photographer's 
threat  level. 


IT  MIGHT  SEEM  A  BIT  ODD  TO  DEVOTE  THIS,  MY  PASTORAL  HOLIDA\| 
letter,  to  the  subject  of  attack  German  shepherds,  as  opposed  to,  say,  shepherds 
tending  their  sheep  in  Bethlehem,  but  bear  with  me. 

This  is,  to  be  sure,  our  annual  holiday  issue,  and  the  staff  has  prepared  a  verit- 
able feast  for  you.  (See  our  "Lots  of  Toys  and  Goodies"  starting  on  page  156.)  Bull 
about  those  German  shepherds... 

When  the  late,  great  Malcolm  Forbes  gave  me  the  happy  task  of  creating  this 
magazine  back  in  the  late  1980s,  I  spent  some  time  perusing  other  so-called! 
"luxury  lifestyle  books."  I  was  struck  not  so  much  by  the  $250,000  wristwatches 
and  zillion-dollar  cars  but  by  the  preponderance  of  ads 
for  a)  miniature  horses  and  b)  German  shepherd  guard/I 
attack  dogs. 

I  thought  to  myself,  I  guess  F.  Scott  Fitzgerald  was 
right.  The  rich  are  different  from  you  and  me.  They're! 
into  miniature  horses  and  vicious  dogs.  I  privately  re-l 
solved  that  Forbes' new  lifestyle  magazine  would  concern! 
itself  with  other  things.  And  so  it  has,  for  17  years. 

But  now,  finally,  ForbesLife  brings  you  what,  perhaps,! 
you  have  craved  all  along:  an  article  on — Achtung!  Haltl- 
the  German  shepherds.  You'll  find  it  on  page  178.  And! 
I  urge  you  to  read  it  even  if  you  have  no  intention  of  pur- 
chasing yourself  one  of  these  $42,000  (!)  bunds,  becausel 
in  addition  to  being  really  fascinating,  it  is  also  one  of  thel 
funniest  things  I've  ever  read. 

That  was  no  surprise,  inasmuch  as  it  was  written  byl 
Andrew  Ferguson,  one  of — if  not  the — funniest  writers! 
in  America  today.  (Well,  okay:  He  shares  the  title  with  another  regular  ForbesLifil 
contributor,  P.J.  O'Rourke.) 

Andy  has  had  a  varied  career.  He  was  one  of  Bush  I's  White  House  speechwrit- 
ers,  and  has  enjoyed  a  long  tenure  on  the  staff  of  The  Weekly  Standard.  He's  been! 
writing  here  at  ForbesLife  for  many  years  as  well.  His  article  for  us  on  a  convention! 
of  Abraham  Lincoln  impersonators  a  few  years  ago  became  part  of  his  laugh-out- 
loud  funny — and  brilliant — book  Land  of  Lincoln,  published  this  past  summer! 
(Atlantic  Monthly  Press).  It's  always  a  pleasure  to  have  him  in  our  pages. 

So  now  I  have  fulfilled  my  destiny  as  editor  of  a  lifestyle  magazine.  Well, 
not  quite  yet.  Coming  next  issue:  miniature  horses.  Then  they  can  put  me  out! 
to  pasture. 

Happy  holidays.  See  you  next  year. 
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profession:  PILOT    career:  ACTO 


People  are  acquainted  with  the  star,  the  multi-faceted  actor.  But  John  Travolta  is  also  a  seasoned  pilot  with  more  than 
5,000  flight  hours  under  his  belt,  and  is  certified  on  eight  different  aircraft,  including  the  Boeing  747-400  Jumbo  Jet.  He 
nurtures  a  passion  for  everything  that  embodies  the  authentic  spirit  of  aviation.  Like  Breitling  wrist  instruments. 
Founded  in .1884,  Breitling  has  shared  all  the  finest  hours  in  aeronautical  history.  Its  chronographs  meet  the  highest 
standards  of  precision,  sturdiness  and  functionality,  and  are  all  equipped  with  movements  that  are  chronometer-certified 
by  the  COSG  (Swiss  Official  ChronometerTesting  Institute).  One  simply  does  not  become  an  aviation  supplier  by  chance. 


I  or  an  authorized'  BretHirig  dea 


all  800  641  7343 


WWW.BREITLING.COM 


THIS 

WAY 
DOWN 

LIGHTWEIGHT  ALUMINUM  FRAME, 
mesh-fabric  suspension,  concave  high-density 
plastic  skis,  spring-loaded  steering — the 
Hammerhead  is  a  highly  evolved  winter  sled. 
It  carves  turns  and  picks  up  fearsome 
speed  on  packed  snow.  Brakes?  Who  needs 
'em?  $300.  www.hammerr;:  :  Js!ed.com. 
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GORGEOUS  MOSAICS 

■ 

rock  &  Royal,  a  Dutch-based  firm  specializing  in 
mosaic  installations,  will  fill  your  home  with  unique 
tile  work  of  your  own  design.  An  R&R  artisan  will  make 
a  sketch  to  your  specifications  and  handle  everything 
from  concept  to  completion.  Now  that  Tomb  Raider  mural 
you've  always  wanted  on  your  kitchen  floor  can  be  a 
reality.  Projects  start  at  $50,000.  www.rockandroyal.com. 


Boxed  Set 


DOLCEPUNTA'S  VIBRANT 

are  made, 
as  the  name  suggests, 
from  substantial  lengths  of 
silk  folded  seven  times. 
This  season  they're  available 
in  matching  boxes,  making  it 


easy  to  pack  them,  stack 
them  or — if  you're  big  enough 
to  share — give  them 
as  gifts.  $425,  at  Andrisen 
Morton,  Denver;  Stanley 
Korshak,  Dallas;  and  James 
Clothiers,  Tysons  Corner,  VA. 
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I  moved  our  whole  family  to  Maine  from  Florida. 
So  I  moved  a  piece  of  Florida  to  Maine. 


Uprooting  a  tree 


Putting  down  new  roots 


After  the  move,  I  bought  a  new  couch  L.  L  with 

my  Citi  card.  And  a  new  rug.  j^jjljf^^  5  lamps.  And  a 
secondhand  car  with  4-wheel  drive. 
But  here's  the  thing -my  daughters  Jen  and  Sadie  hadn't 
bought  into  the  idea  of  moving  to  Maine.  So  since  I 


had  uprooted  them  from  all  their  friends,  I  had 
the  roots  and  everything  else  shipped  1,500  miles. 


I 


Now  we  have  a  little  bit  of  Palm  Beach,  right  off  the 


coast  of  Portland.  Whatever  your  story  is,  your  Citi  card 


can  help  you  write  it. 


citicards.com 


What's  your  story? 


cm 


let's  get  it  done 


Down 
Armored 
Vehicle 


CREATED  BY  THE  BRITISH  COMPANY 
Funtrak,  this  pocket-    :e  Panzer  has 
a  13  hp  gas  engine  with  an  electric  start 
and  steel-framed  chassis.  The  flexible 
tracks  allow  it  to  climb  obstacles,  splash 
through  water  and  cross  ditches  while 
the  driver  is  protected  by  a  roll  bar  and 
four-point  harness.  For  added  fun,  the  tank 
can  be  equipped  with  paintball  or  laser  tag 
guns,  water  cannon  and  a  two-way  radio. 
Six  color  schemes  available;  built  to 
order.  About  $18,000.  www.funtrak.co.uk. 


Eurail,  for 
Grown-Ups 


COOL  BUBBLY 


Place  Lalique's  Icy  Champagne  cooler  on  your  sideboard,  and 
it  will  look  like  a  small  glacier  has  taken  up  residence.  The 
first  cooler  the  French  company  has  debuted  since  1948,  it  bears 
fluid  curves  highlighted  by  the  clear  exterior  and  satin-finish 
interior.  $2,690,  at  Bloomingdale's  stores,  www.bloomingdales.com. 


WITH  A  BEVY 
of  discount 
airlines 
flying  around 
Europe 
depositing  unsuspecting 
passengers  in  rural  God-knows- 
where  airfields... vive  le  train. 

glides  you  there, 
without  security  lines,  usually 


to  the  city  center,  and  almost 
aiways  on  schedule.  Best  of  all, 
the  trains  are  comfortable, 
especially  in  first  class,  with 
wide  leather  seats  and  broad 
windows  serving  up  enchanting 
views.  Some  have  wireless 
access,  and,  depending  on  the 
country,  a  proper  espresso  draw 
and  a  fresh  sandwich  in  the 


cafe  car.  For  multidestination 
trips,  the  Eurail  Pass,  beloved 
by  a  generation  of  Let's  Go 
Europe-toting  backpackers, 
now  comes  in  assorted  flavors. 
The  Eurail  Select  Pass  is 
good  for  any  3  to  5  bordering 
countries  for  5  to  15  days 
and  expires  after  two  months. 
The  Eurail  Global  Pass  is  good 


in  18  countries  for  15  days 
to  three  months.  Some  plans 
include  discounts  on  other 
modes  of  travel,  including 
boats  and  the  Rail  'n  Drive  Pas 
that  packages  trains  with  car 
rentals,  and  they  entitle  you  to 
favorable  rates  at  participating 
hotels  in  hundreds  of  cities 
and  towns,  www.raileurope.con 
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EYE 


DECEMBER  1 20 


Mondo 
Miami 


MORE  THAN  60,000  NEW  MIAMI  CONDOS 
will  hit  an  already  saturated  market  in  the 
coming  year.  Expect  the  mid-  to  low-range  to 
languish,  but  show-off  properties  should  find 
buyers — especially  those  with  rubles,  pounds  c| 
euros  to  spend.  "We've  had  an  influx  of 
international  buyers,"  says  Michael  Valdes  of 
Sotheby's  International  Realty  in  Miami,  who';! 
enjoying  a  record  year  of  sales.  "They  aren't 
affected  by  whatever  is  happening  in  the  real 
estate  market,"  adds  Regalia  developer  Paul 
Murphy  of  the  foreign  investor  set.  "They  take 
while  to  make  up  their  mind,  but  they  pay  cash. 

a  CHI  is  one  of  the  planned  condo  towers 

set  to  turn  formerly  sleepy  Sunny  Isles 
into  an  upmarket  enclave,  north  of  busy 
South  Beach.  SHOW-OFF  FACTOR:  Each  of  the 
38  full-floor,  4,700-square-foot  apartments  wi 
include  its  own  private  mineral-water  pool. 
PRICE:  $5.2  to  $7  million,  www.chimiami.com. 

a  Unobstructed,  roundhouse  views  and 

"  a  liquid,  wavelike  facade  will  distinguish 
Regalia,  a  tower  of  40  full-floor  condos 
breaking  ground  in  Sunny  Isles.  SHOW-OFF 
FACTOR:  an  undulating  2,100-square-foot 
terrace  will  wrap  around  each  unit  (except  the 
third  floor,  above  the  spa,  which  will  get 
one  stretching  to  4,500  square  feet).  PRICE: 
$7  to  $14  million,  www.regaliamiami.com. 

The  Cipriani  Club  Residences — 65  condo| 
next  door  to  a  planned  Cipriani  hotel 
in  South  Beach — aims  to  house  the  Bellini 
crowd  when  they  jet  through  Miami.  SH0W-0FF|| 
FACTOR:  The  10,600-square-foot  penthouse 
will  be  offered  at  $33  million.  PRICE: 
$1.5  to  $33  million,  www.ciprianimiami.com. 
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Polished  stainless  steel  39  mm  ease.  ' 
Self-winding  mechanical  movement,  Cartier  calibre  049 
(21  jewels,  28,800  vibrations  per  hour).  Water-resistant  to  100  meters. 
Scratchproof  sapphire  crystal.  Featuring  a  Cartier  patented, 
interchangeable  bracelet  system  with  titanium  inserts 
for  quick  change  from  bracelet  to  strap. 


Hi 


DECEMBER  1 2007 


STARTLING 
DESIGN 


WE'VE  NEVER  THOUGHT  ABOUT 
ilarm  clocks  as  essential 

esign  elements.  But  Furni  has. 

he  Montreal-based  company 

as  taken  the  innocuous 

ightstand  staple  and  turned  it  into  a  work  of  art.  Its  sleek, 

etro  designs  feature  handmade  mahogany  or  beech-wood  casings 

nd  red  LED  displays.  Makes  you  want  to  open  your  eyes  a 
ittle  wider  while  pressing  snooze.  Shown:  Alba,  top,  $88,  and  Knox, 

ottom,  $108,  both  in  beech  wood,  www.furnicreations.com. 


Cafe 
Society 


Since  its  debut  in  1955,  the  Cafe  Carlyie 
has  been  celebrated  as  a  jewel  box  of  a 
cabaret,  where  New  Yorkers  (and 
discerning  visitors)  could  share  a  cozy 
dinner  while  enjoying  the  talents  of 
performers  like  Bobby  Short,  Eartha  Kitt,  Elaine 
Stritch  and  Woody  Allen.  The  renovation  took  place 
while  the  cafe  was  closed  for  the  summer — and  in 
just  a  few  short  months,  designer  Scott  Salvator 
"refreshed"  the  room  from  top  to  bottom.  New 
lights  and  a  hidden  sound  system  were  installed; 
extra  seating  was  added;  and  the  charming  Marcel 
Vertes  murals  were  cleaned  and  repaired  with  the 
help  of  painter  Glenn  Palmer-Smith,  who  also 
added  vignettes  where  vents  once  marred  the 
walls.  Even  the  spirit  of  the  late  Bobby  Short  was 
invoked:  Palmer-Smith  worked  his  portrait  into  part 
of  the  mural  opposite  the  stage.  When  the  Cafe 
reopened  on  September  18 — to  the  thrilling  growl 
of  Eartha  Kitt  herself — no  face-lift  was  evident. 
The  room  looked  just  like  it  always  had,  only 
better.  Cafe  Carlyie,  at  The  Carlyie,  a  Rosewood 
Hotel;  (212)  744-1600,  www.thecarlyle.com. 
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A  New 
Flame 


holiday  time.  Tree  up.  Lights  on.  Time  to  relax 
by  the  fire.  Just  need  the  matches.  The  matches... 
Sigh.  Starting  a  fire  or  lighting  candles  this 
winter  doesn't  have  to  mean  a  trip  to  the  junk 
drawer  in  search  of  matchbooks.  Nina  Campbell's 
hand-cut  and  intaglio-engraved  crystal  match 
strikers  are  made  for  display — and  can  easily 
hold  those  elusive  little  buggers.  Available 
in  three  sizes.  Prices  range  from  approximately 
$410  to  $940.  www.ninacampbell.com. 
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[Sheet 
Dreams 


SINCE  THE  1930s,  LERON 
has  offered  luxury  li 
for  sale  to  discriminating 
consumers  of  bedding.  In  fact, 
its  founders,  Charles  and 
Margaret  Forster,  were  the  first 
to  sell  colored  sheets  in  the 
U.S.  Although  the  company 
is  known  primarily  for  custom 
work,  its  current  Demi-Couture 
collection  combines  classic 
designs  from  the  past  with  a 
preselected  modern  color 
palette  (and  a  400  thread 
count).  A  brand-new  offering 
in  the  collection,  Pebbles, 
evokes  classical-era  Greek  desig 
in  shades  of  aqua,  coral  or 
sage.  Standard  pillowcase,  $195 
sham,  $225.  www.leron.com. 
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Samsung  Electronics  America.  Inc.  All  rights  reserved.  Samsung  is  a  registered  trademark  of  Samsung  Electronics  Co..  Ltd.  Screen  images  simulated  ©2007  NFL  Properties  LLC. 

Team  names/logos  are  trademarks  of  the  teams  indicated.  All  other  NFL-related  trademarks  are  trademarks  of  the  National  Football  League 
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imagine  your  eyes  and  ears  having 
great  seats  at  every  game 

Imagine  a  viewing  experience  so  life-like,  it's  like  the  NFL  is  playing  in  a 
whole  new  house  -  yours.  Samsung's  new  71  Series  LCD  features  a  True 
Black  screen  and  Auto  Motion  Plus  120Hz™  technology  so  the  action  is 
sharper  than  ever  before.  And  when  combined  with  the  extraordinary 
surround  sound  of  Samsung's  Home  Theater,  they  give  "home  field 
advantage"  a  whole  new  meaning.  An  NFL  experience  that  really  gets 
you  where  you  live.  With  Samsung's  71  Series  LCD  and  Home  Theater, 
it's  not  that  hard  to  imagine.  For  more  information  go  to  samsung.com/nfl 


NFl PLAYERS 


OFFICIAL  HDTV  OF  THE  NFL 
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Sight 
I  Lines 

SKIS,  BOOTS,  POLES:  CHECK.  AND 
don't  forget  a  pair  of  quality  goggles 
for  those  cold,  snow-blown  days 
on  the  slopes.  Marker's  top-tier  Striker 
model  fits  comfortably  on  the  face, 
and  its  double  NXT  lens,  evolved 
from  military-grade  bulletproof  plastic, 
is  virtually  unbreakable,  resists 
fogging  and  brings  the  bumps  into 
high  relief.  $90.  www.markerusa.com. 


If  You  Come 
To  San  Francisc 


aurel  Heights  is  a  residential  neighborhood  better  known  1 
nannies  pushing  strollers  than  bartenders  slinging  Martini 
yet  Sacramento  Street  now  boasts  one  of  the  sleekest 
restaurants  in  town.  "Spruce  is  like  an  Aston  Martin  parkt 
among  Volvo  station  wagons,"  said  one  customer  who 
lives  nearby.  This  restaurant  puts  you  in  a  dressy  mood, 
yet  there's  a  casual,  relaxed  feel  to  the  place.  Owner-manage 
Tim  Stannard  transformed  the  5,500-foot  space — once  a 
1930s-era  car  barn — into  a  swank  watering  hole.  With  30-fool 
ceilings,  a  spacious  dining  room,  and  walls  and  banquettes 
covered  with  dark  chocolate  mohair,  the  overall  impression  is 
grand,  but  not  overwrought.  Large  paintings  by  abstract 
expressionist  Kazuo  Shiraga  hang  in  the  bar.  The  dishes  of 
chef  Mark  Sullivan  range  from  foie  gras  and  gazpacho  to 
Moroccan-spiced  bavette  steak.  Spruce's  wine  list  covers  1,2C 
labels,  including  200  German  and  Austrian  wines.  Reservatioi 
are  a  must,  but  walk-ins  can  order  the  full  menu  at  the 
30-foot-long  Carrera  marble  bar.  Spruce,  3640  Sacramento 
Street,  San  Francisco;  (415)  931-5100,  www.sprucesf.com 
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A  Little 
Lichtenstein 


admirers  of  Pop  artist  Roy  Lichtenstein  will  have  their  time 
in  the  sun — quite  literally — as  Coral  Gables'  Fairchild 
Tropical  Botanic  Garden  hosts  an  exhibit  of  sculpture  to 
honor  the  artist  as  part  of  its  art  and  flowers  program.  It  will 
showcase  ten  of  Lichtenstein's  most  recognizable  works,  including 
House  II,  shown,  and  coincides  with  Miami  Beach's  Art  Basel 
show.  The  Roy  Lichtenstein  exhibit  runs  December  8,  2007, 
through  May  31,  2008.  (305)  667-1651,  www.fairchildgarden.org. 


Pack  to 
The  Futun 


NOTHING  RUINS  A  DAY 
of  hiking  like  a  hot  and  heavy 
backpack.  Gregory  has 
reengineered  its  newest  line  to 
solve  the  problem.  Thanks  to 
a  "smart"  suspension  that 
automatically  compensates  for 
weight  load,  the  pack  shifts 
with  you,  allowing  airflow  acros| 
your  back  to  keep  you  cool. 
The  support  system  incorporate| 
steel  rods  tied  together  by  a 
yoke.  The  more  weight,  the 
more  the  yoke  tenses  the  rods, 
strengthening  the  foundation. 
The  Z22  can  carry  up  to 
25  pounds — perfect  for  days 
on  the  move.  Includes 
attachment  points  for  trekking 
poles;  a  waterbottle  sleeve 
and  hanger;  waist  belt;  and 
top,  front  and  side  pockets. 
$99.  www.gregorypacks.com. 
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The 

Porsche 
Punch 


WHILE  WE  WOULDN'T  RECOMMEND  SHOWING  UP  AT  A  CONSTRUCTION 
site  with  it,  there's  nothing  precious  or  wimpy  about  the  Porsche  P791 1 
Multihammer.  Beneath  that  slick,  carbon-fiber  exterior  there  is  a  brutish,  Metabo- 
designed  pneumatic  hammer  drill  capable  of  penetrating  concrete,  stone 
and  steel  with  133  inch  pounds  of  torque.  $645.  www.porsche-design.com. 


flaking  to 
|  The  High  . 
(End)  Seas 


ever  thought  you  wouldn't  min 
just  living  at  a  Four  Seasons? 
How  about  one  that  has 
moved  someplace  else  every 
time  you  look  outside? 
Though  you  can't  actually  take 
ship  until  2010,  suites  on  the  Four 
Seasons  Ocean  Residences,  a  719-foo 
live-aboard  liner,  are  on  sale  now. 
The  112  accommodations  range 
in  size  from  800  to  7,000  square 
feet,  all  with  gourmet  kitchens, 
private  terraces  and  floor-to-ceiling 
windows  to  catch  those  sea  views. 
Prices  start  at  $3.8  million.  Call 
(877)  507-3393  or  (242)  327-8014, 
www.  fourseasons.  com/oceanresidence 
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The  best  place  to  put 
a  Da  Vinci:  on  your  wrist. 


Stays  on  the  wall. 


IWC 

SCHAFFHAUSEN 
SINCE  1868 


Da  Vinci  Chronograph.  Ref.  3764:  Sometimes  you  have  to  break  with 
convention  to  progress.  In  the  case  of  this  watch  we  did  so  several 
times.  Its  tonneau-shape  case  houses  a  chronograph  movement  devel- 
oped and  manufactured  by  IWC.  The  stopwatch  time  on  the  revolu- 
tionary display  is  as  easy  to  read  as  the  time  of  day.  And  thanks  to  the 
flyback  function,  it  starts  again  in  the  blink  of  an  eye.  Even  Leonardo 
would  probably  have  spared  it  a  wrist.  IWC.  Engineered  for  men. 


Mechanical  IWC-manufactured  chronograph 
movement  (tigurel  I  Flyback  function  I 
Automatic  IWC  double  pawl-winding  ^Tj'*> 
system  I  Date  display  I  Antireflective     V  \ 
sapphire  glass  I  Sapphire  glass  back 
cover  I  Water-resistant  to  30  m  I  Stainless  steel 


IWC  North  America  645  Fifth  Avenue,  5th  Floor  New  York  NY  10022.  For  information,  call  (800)  432  9330  www.iwc.com 
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r Risk-Free 
Test  Drive 


here's  a  nice  gift  for  the  man  who  has 
nothing  in  the  garage — or  even  a 
garage,  for  that  matter.  An  outfit  called 
Supercar  Life  has  assembled  an  array 
of  amazing  sports  vehicles  and  set  up 
track  time  at  a  variety  of  private  courses 
nationwide.  The  car  buff  simply  shows  up  on 
test  day  ready  to  prove  his  skill  behind  the 
wheel  of  a  Ferrari  F430,  a  Lamborghini  Gallardo, 
the  Porsche  Turbo  997,  an  Aston  Martin  DB9 
and  a  Mercedes  CLK63  AMG  Black  Series. 
Three  professional  race  drivers  are  on  hand  to 
instruct  as  well  as  make  certain  that  clients 
take  advantage  of  each  car's  specific  handling, 
braking  and  acceleration  traits.  Classes 
are  limited  to  15  drivers  to  ensure  lots  of  seat 
time.  Tuition  of  $5,000  includes  overnight 
accommodations,  www.supercarlife.com. 


Puff 

Dadd 

SINCE  1952,  MONCLER'S  BEEli 
protecting  mountaineers  and  skier 
from  the  harsh  realities  of  sleeti 
snow  and  freezing  temperatures! 
And  because  form,  in  this  case,  s 
stylishly  follows  function  (Monde 
made  uniforms  for  the  French  tear 
at  1968's  Grenoble  Olympics),  th| 
results  are  handsome  whether  you'r 
hurtling  downhill  or  dashing  acros 
town.  Down- filled  nylon  parka,  $96M 
at  select  Neiman  Marcus  store:\ 
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It  hurts  to  know  she  wants  to  get  her  hands 
on  your  VAIO!  not  you. 

With  its  beautifully  designed  carbon  fiber  body  and  ergonomic  raised  keyboard,  the  Sony  VAIO  TZ  may  be  the  world's 
first  professional  notebook  that's  as  pleasing  to  the  touch  as  to  the  eye.  And  with  integrated  wireless  wide  area  network 
(WAN)  technology*  that  lets  you  connect  virtually  anywhere  the  Sprint®  Mobile  Broadband  network  is  available,  your 
notebook  becomes  all  the  more  desirable.  Which  may  become  a  liability  should  you  want  to  bring  an  alluring  stranger's 
attention  back  around  to  you. 

Visit  sony.com/sprint  for  details  on  how  to  receive  a  complimentary  month  of  Sprint  Mobile  Broadband  service  when 
you  activate  your  account.** 


2007  .Sony  Electronics  Inc.  All  rights  reserved.  Reproduction  in  whole  or  In  port  without  written  permission  is  prohibited.  Sony,  the  Sony  logo.  VAIO 
and  like  no  other  are  trademarks  ot  Sony.  Sprint  and  Hio  "Going  Forward"  logo  are  trademarks  ol  Sprint  Nexlel  Windows  Vista  is  a  trademark  ot 
Microsoft  Corporation. 'Subscription  with  Sprint  Mobile  Broadband  service  required. '  "limited  time  olfer  Taxes,  other  charges  and  credit  approval 
requirements  apply.  See  www.sonv com/sprint  for  complete  otter  details,  price  plans. .service  terrrts  and  conditions  and  coverage  map. 


Together  with  NEXTEL 


like.no.other 


VINTAGE  WHINE] 

START  YOUR  PLANES,  BOATS  AND  AUTOMOBILES!  OCEAN  REEF  CLUB,  KEY  LARGO'S  FAMED 
luxury  community,  will  hold  its  14th  Annual  Vintage  Weekend  from  November  29 
through  December  2.  Old-time  aircraft  such  as  the  1946  Globe  Swift,  '28  TravelAir 
2000  and  dozens  of  other  rare  birds  will  be  landing  at  the  resort's  private  airstrip.  Look 
for  yachts  from  the  '20s  to  the  70s  anchored  dockside.  Antique  cars — Packards, 
Cords,  Auburns — will  be  cruising  everywhere.  (305)  367-5896,  www.oceanreef.com. 
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A  Dram 
Of  Time 

neil  Armstrong's  moon 
landing — depicted  in 
this  fall's  documentary 
In  the  Shadow  of  the 
Moon — isn't  the  only 
reason  to  celebrate  1969  this 
year.  There  is  also,  as  it  happens 
The  Glenlivet's  Cellar  Collection 
1969  vintage  single  malt. 
Bottled  at  natural  cask  strength 
(i.e.,  undiluted  by  water)  and 
never  chill-filtered,  it  is  the  spicy 
nutty,  golden-hued  real  deal  in 
Speyside  malt.  Come  to  think  of 
it,  maybe  it's  more  a  way  to 
celebrate  1969. ...$750  in  an 
ash-wood  case.  (877)  800-1969 


Goo  Danube 

IT'S  NOT  JUST  THE  PASTRIES  THAT  MAKE  A  COFFEE  BREAK  IN  VIENNA  SO 
otherworldly,  it's  the  spread  on  top.  Since  the  days  of  the  old  Austro-Hungarian 
Empire,  the  Viennese  have  turned  to  the  Staud  family — now  in  the  fourth  generation- 
for  superconcentrated  preserves  that  capture  the  delicate  essence  of  Old  World  fruits. 
The  secret  is  partly  Staud's  handpicked  orchard  sourcing,  partly  the  lower  sugar 
and  70-percent-fruit  content  that  allows  perfectly  ripened  blood  oranges,  white  peache: 
and  elderberries  to  reach  for  eternity.  $12.  (866)  350-7575,  www.lepicerie.com. 
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ALAZZO 


he  Doors  Ojicn  this  December  -  Experience  The  Palazzo  Las  Vegas 
Visii:  fczzoLasVegas.com -Phone:  1.877.444.5777 
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lapland  night  lights  I  indian  tigers  I  new  wave  ireland  I 
captiva  for  kids  I  st.  moritz  slopes  I  south  africa  for  eats 


Igloos  to  the 
stars  at  Hotel 
Kakslauttanen 


apland  ■  The  short  curtains  hide  only  the  most  intimate  of  tasks  in  the  glass-domed  "igloos"  of 
OTEL  AND  IGLOO  VILLAGE  KAKSLAUTTANEN  in  northern  Finland,  but  the  lack  of  privacy  is  quickly  excused  when 
ight  falls  and  the  sensation  of  winter  camping — without  the  chill — sets  in.  •  The  beds  are  adjustable  so 
ou  can  watch  for  the  northern  lights  through  the  clear,  geodesic  roof.  Up  in  the  Arctic  Circle,  as  elsewhere 
the  northern  hemisphere,  you  lose  light  every  day  until  December  21  (and  then  the  days  lengthen  until  the 
mmer  solstice,  June  21).  The  change  is  just  more  dramatic  here,  with  whole  days  of  light  or  dark — though 
e  light  and  dark  are  rarely  absolutes,  but  rather  a  spectrum  of  shifting  tones  of  blue  and  twilight  hues 
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FLORIDA 


Laptsva  Island:  Did  places 

like  this  exist  when  we  were 
kids?  A  playground,  that  is, 
like  the  SOUTH  SEAS  ISLAND 
RESORT,  with  its  own  sprawling 
games  arcade  (Madden  NFL 
or  virtual-reality  motorcycling, 
anyone?),  decadent  candy 
bar/soda  fountain,  movie  nights 
on  the  beach  and  menu  of 
supervised — by  them — 
children's  activities?  Just  be 
glad  it  exists  now  that  you  are 
a  parent.  Not  that  being  a 
grown-up  around  here  means 
drawing  tough  duty,  either. 

Across  a  causeway  from 
Sanibel  Island,  which  is  itself 
connected  by  causeway  to  the 
west-central  coast  of  Florida, 
about  35  miles  from  the 
Sarasota  airport,  Captiva  isn't 
a  place  you  find  yourself  by 
accident,  which  explains  its 
colorful  history  as  a  hideaway 
for  19th-century  pirates  like 
Jose  Gaspar,  a  bad  egg  who 
held  prisoners  for  ransom  here. 

Even  for  Captiva,  the  South 
Seas  is  tucked  away,  occupying 
the  privileged  site  of  a  onetime 
Key  lime  plantation  on 
the  island's  far  northern  tip.^^ 
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Park  your  kids:  the 
pool  terrace  at  South 
Seas  Island  Resort  tnat  extend  from  afternoon  through  late  night 

You  marvel  at  the  sky,  and  doze  on  and  off  whil< 

waiting  to  see  the  ethereal  aurora  borealis. 

The  Igloo  Village  is  a  hub  for  the  Nordn 

winter  wonders  of  Lapland.  The  hotel  provide 

cross-country  skis  for  the  trails  that  cut  througr 

the  property  then  stretch  on  for  longer  journeys 

Reindeer  meander  the  paths  and  ptarmigan  scat 

ter  among  the  rolling  hills.  But  this  is  Europi 

after  all,  with  civilization  always  near  at  hand,  in 

eluding  cafes  along  the  ski  route  serving  salmor 

soup  or  hot  berry  tea. 

Europe's  earliest-arriving  people — the  Sami— 

still  live  in  Lapland  and  herd  reindeer  acros 

northern  Russia,  Norway,  Sweden  and  here  ii 

Finland,  oblivious  to  borders.  Once  part  o 

Sweden  and  then  the  Russian  empire,  Finlanc 

gained  its  independence  in  1917.  It's  technicall 

not  a  Scandinavian  country  since  it  doesn't  shan 

a  common  linguistic  base  with  the  others  (iti 

closest  language  ties  are  to  Hungary).  But  th 

familiar  Scandinavian  landscape  of  frozen  lakes 

open  fields  of  snow  and  simple  birch  and  pine  forests  is  also  the  basis  of  the  Finnish  aesthetic 

Though  most  of  Lapland  is  in  the  Arctic  Circle,  its  chill  is  tempered  by  the  Gulf  Strean 

from  the  Atlantic  and  it  is  relatively  mild  compared  to  other  places  along  this  latitude.  Outdooi 

activities  continue  all  winter,  and  the  landscape  can  be  experienced  in  a  variety  of  ways 

Snowmobile  safaris  rumble  all  the  way  to  the  Arctic  Ocean — it's  about  a  three-day  trip  fron 

the  igloo  hotel,  with  overnights  in  reindeer  herders' cabins.  But  an  afternoon  of  gliding  over  th 

fells  and  hills  around  the  nearby  resort  town  of  Saariselka  is  also  satisfying.  Zip  by  the  down 

hill  skiers,  pass  reindeer  farms,  excite  dog  sled  teams  and  take  in  vistas  of  endless  white  snov 

and  slate-gray  boulders. 

A  perfect  day-trip  snowmobile  excursion  leads  you  31 

miles  from  the  Hotel  to  DESIGN  HOUSE  IDOLI,  a  small  museum 

and  shop  that  showcases  the  work  of  Finnish  designers,  who 

translate  the  stark  beauty  of  the  landscape  into  elegantly 

crafted  ceramics,  textiles,  glassworks  and  steel.  Situated  on 

the  shore  of  Lake  Inari,  Idoli  is  curated  by  founders  Hanneli 

and  Pekka  Sillfors.  It  includes  classics  by  Alvar  Aalto  along 

with  works  from  rising  stars  in  the  design  world,  like  Markku 

Salo.  The  tour  ends  with  a  visit  to  a  glass  tepee,  or  "koti,"  as 

it  is  known  in  Finland,  with  a  360-degree  view.  Sipping 

sparkling  wine  from  flutes  the  texture  of  chiseled  ice  made  by  Salo  is  a  highlight. 

The  Finns  like  to  tell  visitors  that  there  are  one  million  saunas  in  a  country  of  five  millioi 

people,  and  accurate  or  not,  you  get  the  idea  that  they  take  the  activity  very  seriously.  Back  a 

the  hotel,  the  glass-domed  igloos  don't  have  showers  themselves;  rather  you  walk  up  the  hi] 

to  the  largest  smoke  sauna  in  the  world,  which  provides  a  wetter  heat  than  the  familia 

electric-heat  dry  sauna.  Seasoned  sauna-takers  work  up  a  sweat  then  tiptoe  down  the  snow 

trail  to  the  river,  where  a  hole  has  been  cut  through  the  thick  ice  for  dipping. 

You  can  warm  up  again  in  the  Igloo  hotel's  restaurant,  which  serves  local  specialties — in  fad 

many  of  the  animals  you  see  in  the  wild  are  consumed  right  here:  elk  carpaccio,  ptarmigai 

breasts,  wild  duck  and  lots  of  lean,  tender  reindeer.  Berries  are  abundant  as  well,  so  many 


THE  SETUP 

Hotel  and  Igloo  Village 
Kakslauttanen 


Design  House  Idoli 
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The  Patravi  Chonograph  Big  Date  in  18K  rose  gold  with  annual  calendar  is 
a  perfect  example  of  Carl  F.  Bucherer's  unique  philosophy.  As  an  independent 
family  business  in  Lucerne  since  1919,  our  passion  for  perfection  and  love  of 
detail  have  never  changed. 

www.carl-f-bucherer.com 


Carl  F.  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


cfamore  jewelers 


73 1  Anderson  Avenue  Cliffside  Park,  NJ   (20 1 )  945-0530 
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Behind  its  gated  drive  the 
resort  is  scattered  across  a 
330-acre  peninsula  and 
fringed  by  two  and  a  half  miles 
of  private  beach. 

It  is  difficult  to  imagine 
what  the  landscape  here  must 
have  looked  like  in  early  2004, 
when  its  mangroves  were 
jungly  and  trees  commingled 
branches  overhead,  turning 
the  roadways  into  shady 
tunnels.  That  was  the  year 


to. 


Hurricane  Charley  plowed 
through,  splintering  much  of 
the  place  to  toothpicks.  South 
Seas  Island  fully  reopened  only 
last  spring — two  weeks  before 
our  visit — and  its  comeback 
has  been  heroic.  And 
expensive;  very  expensive. 

Now  part  of  Blackstone 
Group's  LXR  Luxury  Resorts 
and  Hotels  (which  also  owns, 
among  much  else,  The 
Boulders  and  Golden  Door 
Spa),  South  Seas  Island  Resort 
has  rebounded  thanks  to 


THE  SETUP 


South  Seas  Island  Resort 


'Tween  Waters 


Inn 


of  the  meats  are  paired  with  tart  cranberry  or  lingonberry  sauces.  A  classic  Finnish  dessert  i 
small  frozen  cranberries  served  with  warm  caramel. The  tart  and  sweet,  hot  and  cold  contrast: 
are  as  sensual  as  the  hot  saunas  and  cold  swims. 

I  realized  I  had  been  won  over  by  Lapland  one  night  while  walking  the  trails  back  t 
the  hotel,  the  smell  of  burning  pine  in  the  air.  Dramatic  rays  of  orange  light  left  a  wake  c 
deepening  blue  shadows.  Back  in  the  glass-domed  igloo,  I  looked  up  at  the  branches  dark 
ening  into  shadows. The  stars  were  beginning  to  dot  the  indigo  sky,  and  I  waited  for  the  ligr 
show  to  begin.  — MARIA  FINN 


A  Florida 
renaissance: 
South  Seas 


outlays  of  $140  million  and 
climbing,  including  $14 
million  spent  "renourishing" 
the  beach.  The  yacht  harbor  at 
the  center  of  the  property  is 
once  again  bumper-to-bumper 
with  snowy-white  trophy  boats, 
plus  the  incongruously  humble 
red-hulled  26-footers  of  the 
Colgate  Offshore  Sailing 
School.  There  is  a  spanking- 
new  Gulf-side  nine-hole  golf 
course  (and  entree  to  18  holes 
at  the  Dunes  Golf  &  Tennis 
Club  on  Sanibel),  a  handsome 
spa  (opened  since  our  visit) 
and  a  lovely,  palm-shaded 
multipool  complex  overlooking 
Pine  Island  Sound. 

Some  pre-LXR  peculiarities 
of  the  place  remain,  however. 
There  are  950  different 
accommodations  dotted  about 
the  peninsula,  a  mixed  bag  of 
higher-end  houses  (Chris 
Berman,  Ted  Koppel  and  Steve 
Case  have  ail  owned  homes 
here),  apartments  and  guest 
roor.is  owned  by  the  resort 


itself  and  older,  mid-market 
condo  complexes,  each 
self-contained  with  its  own 
swimming  pool,  tennis  courts 
and  homeowners'  associations. 

The  resort  was  at  capacity 
during  our  stay,  but  given 
the  size  of  the  grounds  and 
the  restrictions  on  the  use  of 
guest-only  refuges  like  The 
Pointe  pool  terrace,  there 
wasn't  an  over-the-top  feeling 
of  pressure  on  the  facilities. 
That  is,  if  you  don't  count 
the  one  dinner  spot  on  the 
property,  the  Harbourside 
Bar  &  Grill,  next  to  the  docks, 
which  was  oversubscribed 
and — last  spring,  anyway — 
frankly  wretched  (when  they 
put  that  "u"  in  "harbor"  you 
already  have  a  sinking  feeling). 
We  chalked  it  up  to  growing 
pains  and  made  a  reservation 
at  'TWEEN  WATERS  INN  on 
Captiva  the  next  evening 
(check  out  its  NASCRAB  crab 
races).  Anyway,  it's  not  the 
nightlife  you  come  here  for,  it's 
the  day  life — and  the  wildlife. 

O,  the  huge  manatee! 
Walking  to  and  from  our  room 
overlooking  the  yacht  basin 
we  saw  sea  cows  feeding 
and  lazing  every  day.  Amid  the 
anchored  craft,  a  young 
dolphin  hunted  each  morning 
at  breakfast  time,  directly 
beneath  our  screened  porch. 
If  you  want  to  fish  yourself, 
you  can,  of  course,  hire  any 
number  of  boats,  but  people 
pull  in  redfish,  grouper  and 
snook  right  next  to  the  Sea 
Wall,  in  the  hurricane-carved 
cut  between  Captiva  and 
North  Captiva.  Though  we  had 
limited  luck  ourselves  (wrong 


conditions?),  there  is  world- 
famous  shelling  here  and 
nearly  endless  beach  to  walk. 

There  were  also  cattle 
egret  and  white  ibis  by  our 
road,  and  kingfishers  and 
frigate  birds  and  magnificent 
anhingas,  and  an  awkward, 
stilty-legged,  brown  and  white 
fellow  shaking  a  mud  crab 
whom  the  bird  book  in  the 
main  office  identified,  quite 
descriptively,  as  a  "limpkin.' 
Vince  McGrath,  the  resort's 
encyclopedic-minded 
naturalist,  has  checked  215 
birds  off  his  life  list  here.  "Saj 
one  thing  for  the  hurricane," 
he  told  us  as  we  paddled  aboi 
the  mangroves  in  sea  kayaks, 
"it  was  a  bonanza  for  the 
ospreys."  The  sea  eagles  nest 
only  in  open-topped  spaces, 
and  there  is  now  a  world-class 
concentration  of  the  birds 
on  the  property. 

By  the  third  day  my  wife 
and  I  had  figured  out  the 
canny  play:  Check  the  Youth  i 
at  the  Captiva  Kids  Club,  pick 
up  a  surprisingly  good  picnic 
lunch  at  the  Harbourside 
(it  comes  in  a  cool,  clear-acryli 
bento  box)  and  saunter  over 
to  a  prereserved  cabana  at 
the  pool  complex.  These  are 
private  pavilion-like  tents 
with  nap-provokingly 
comfortable  Smith  &  Hawken 
teak  furniture  and  well-stocke 
refrigerators  concealed  in 
louvered  consoles.  Order 
a  margarita  from  a  passing 
waiter,  and  settle  back  to 
spend  a  languid  afternoon 
watching  other  people  chase 
their  children  around. 

—RICHARD  NALLE 
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Bose®  QuietComfort*  Acoustic  Noise  Cancelling  Headphon 

Now  vou  have  a  choice. 


e  s 


J   


On-ear 

QC  3  headphones 


Around-ear 
QC  2  headphones 


Fold-flat 
for  easy  storage 


Bose  began  researching  noise  reduction  technology 
29  years  ago.  Since  then,  we've  been  leading  the  industry 
in  advancing  the  category  we  created. 

QuietComfort  3  headphones  represent  the  latest  achieve- 
ment. They  rest  on  your  ears  rather  than  surrounding  them. 
And  while  they  are  smaller  than  our  highly  acclaimed 
QuietComfort  2  headphones,  there  is  no  compro- 
mise in  noise  reduction,  sound  guality 
or  comfortable  fit.  So  now  you 
have  a  choice:  QC2  head- 
phones for  around-ear  use, 
and  QC3  headphones  if  you 
prefer  an  on-ear  alternative. 

Hear  the  difference  Bose  technology  makes. 

You  will  notice  a  dramatic  decrease  in  engine  roar  on  an 
airplane.  The  cabin  becomes  more  peaceful.  Connect  your 
CD  player,  MP3  player,  or  listen  to  the  in-flight  movie.  You'll 
hear  detail  you  may  have  never  experienced  while  flying. 
But  our  customers  tell  us  that  they  use  these  headphones 
at  home  or  at  the  office,  too.  Although  the  noise  reduction 
will  be  more  subtle  than  it  is  on  planes,  you  should  notice 
distractions  fading  softly  into  the  background. 

To  order  or  learn  more  about  Bose  headphones: 

1-800-901-0256,  ext.  Q6058 
www.  Bose.com/QC 


Enjoy  your  music  with  our  best-sounding 
headphones  ever.  As  Ultimate  Mobility  magazine 
reports,  Bose  headphones  "have  been  the  gold  standard 
for  years."  The  audio  is  so  lifelike,  you  may  find  yourself 
discovering  subtleties  in  your  music  that  you've  never 
heard  before. 

Two  styles  to  choose  from.  Choose  QC3  head 
phones  for  an  on-ear  fit, 


Purchase  any 
QuietComfort  head- 
phone by  January  31, 
2008,  and  receive  $50 
toward  an  additional 
Bose  product  purchased 
at  the  same  time.* 


or  QC2  headphones  for 
an  around-ear  fit.  Both 
QC2  and  QC3  head- 
phones offer  the  same 
total  (active  plus  passive) 
noise  reduction  and  the 
same  acclaimed  audio 
performance.  Your  choice  should  be  made  on  whether 
you  prefer  around-ear  or  on-ear  headphones. 

Try  them  for  30  days,  risk  free.  Both  styles  come 
with  our  30-day  Excitement  Guarantee.  Order  now  and 
you'll  receive  $50  toward  an  additional  Bose  product 
purchased  at  the  same  time.  QuietComfort  Acoustic  Noise 
Cancelling  headphones  from  Bose,  the  most  respected 
name  in  sound. 


Better  sound  through  research® 
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©2007  Bose  Corporation  Patent  rights  issued  and/or  pending  The  distinctive  design  of  the  headphone  oval  ring  is  a  trademark  of  Bose  Corporation  Savings  offer  not  to  be  combined  with  other  offers  or  applied  to  previous  purchases,  and  subject  to  change 
without  notice  Offer  is  limited  to  two  QuietComfort  headphones  and  is  valid  1 1/1/07-1/31/08  Total  maximum  savings  is  $1 00,  limited  to  $50  per  additional  purchased  product  Purchases  must  be  at  the  same  time  on  the  same  receipt  'Savings  can  be 
applied  to  select  Bose  branded  product  purchases  only  If  the  additional  purchase  is  less  than  $50,  the  difference  will  not  be  given  as  cash  or  as  a  credit  against  another  product  If  the  QuietComfort  headphones  are  returned  and  the  additional  Bose  product 
purchase  is  not  returned,  the  QuietComfort  headphone  refund  will  be  less  the  savings  amount  Offer  is  limited  to  purchases  made  from  Bose  and  participating  authorized  dealers  Bisk  free  refers  to  30-day  trial  only  and  does  not  include  return  shipping 
Delivery  is  subject  to  product  availability  Quote  reprinted  with  permission  Ultimate  Mobility.  Fall/03 
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Franschhoek  vineyard 


SOUTH  AFRICA 

Franschhoek  ■  The  village  of  Franschhoek,  an  hour  west  of  Cape  Town, 
anchors  one  of  South  Africa's  major  wine  routes.  The  Huguenots,  fleeing  reli- 
gious persecution  in  France,  arrived  here  in  1688  to  behold  a  landscape  garlanded 
by  granite-crowned  mountains  and  surrounded  by  fertile  fields  where  goats  could 
roam  and  wine  grapes  thrive.  It  looked  like  France,  it  smelled  like  France  and 


THE  SETUP 

Le  Quartier  Francais'  The  Tasting 
Room 

Reuben's  Restaurant  &  Bar 

Bread  &  Wine 

fl  winery  tour-  Franschhoek 
Wine  Valley  Tourism 


best  of  all,  from  a  Huguenot  perspective,  it  wasn't  France. 
Franschhoek  (franz-hook)  is  Afrikaans  for  Le  Quartier  Francais, 
or  "where  the  French  guys  live." 

The  village,  whose  main  thoroughfare  runs  through  a  grid  of 
quaint  streets  lined  by  Cape  Dutch  buildings  with  gardens  and 
whitewashed  courtyards,  has  recently  charmed  a  new  class  of 
wanderers  looking  for  a  place  to  settle:  people  with  culinary 
ambitions.  Over  the  past  15  years  or  so,  Franschhoek  has  blos- 
somed with  fine  restaurants,  artisanal  boulangeries  and  boutique 
olive-oil  producers,  cheesemakers,  a  chocolatier  and  a  charcu- 
terie.  Wine  farms  (vineyards)  and  tasting  rooms  begin  right  at 
the  edge  of  the  town. 

It  is  all  led  by  an  unusual  community  of  chefs,  a  dozen  of 
whom  posed,  tastefully  (depending  on  your  tastes),  as  "The 
Naked  Chefs  of  Franschhoek"  for  a  recipe  booklet  and  calendar 
to  support  a  local  hospice.  One  of  the  nudes,  and  one  of  South 


Africa's  best-known  chefs,  is  Margot  Janse,  who  presides  ovei 
LE  QUARTIER  FRANCAIS  S  THE  TASTING  ROOM,  a  Relais  &  Chateau? 
hotel-restaurant  property  that  led  Franschhoek's  emergence 
when  it  opened  in  1989. 

"We  have  something  very  unusual  here,"  said  Janse,  who  came 
to  South  Africa  from  her  native  Holland  in  1990  as  an  antij 
apartheid  activist.  "We  are  friends  and  colleagues,  and  we  thinl] 
we're  all  part  of  creating  something  very  special. "When  anothei 
chef's  ice  cream  maker  broke  recendy,  for  example,  they  wheelec 
Janse's  back  and  forth  across  the  street. 

The  Tasting  Room,  with  four-,  six-  or  eight-course  degusta-i 
tion  menus,  is  a  demonstration  of  culinary  refinement  and 
finesse,  utilizing  ingredients — roasted  wildebeest  loin,  say — thai 
don't  leave  you  wondering  what  part  of  the  world  you're  in. 

Across  the  street,  REUBEN'S  RESTAURANT  &  BAR  has  a  diametri 
cally  opposite  style,  with  strong  flavors  and  Lucullan  por-  \S 
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Chef  Reuben  Riffel  at 
Reuben's  Restaurant; 
The  Tasting  Room 
at  Le  Quartier  Francais; 
right,  chow  for 
now:  foie  gras  at  The 
Tasting  Room 


tions.  Its  most  sought-after  spot  is  the  whitewashed,  stone-floore<J 
courtyard,  where  Sunday  afternoon  visitors  fill  in  the  linen-clothec 
tables  and  take  their  time  with  a  menu  that  cleverly  combines  unlikeh 
textures  and  ingredients.  A  crispy  snapper  topped  with  succulen 
calamari  tubes  comes  on  a  bed  of  polenta  that's  all  kicked  up  with 
fragrant,  creamy  curry,  a  gastronomic  meeting  point  of  Cape  Mala1 
and  French  Huguenot. 

"I  cook  the  way  I  eat,"  says  chef  Reuben  Riffel,  a  local  amid  the  im 
ports.  "1  like  bold  flavors.  That's  how  I  grew  up.  I  don't  want  to  defin 
it.  When  you  do  that,  it's  limiting,  and  it's  easier  to  have  freedom  an« 
enjoy  if  we're  open  to  all  kinds  of  influences." 

Franschhoek  is  also,  famously,  a  wine  destination.  Among  th 
tasting  room  standouts  is  RUPERT  &  ROTHSCHILD  VIGNERONS,  a  joint 
venture  with  the  French  Rothschilds,  TOKARA,  which  also  produce 
sensational  olive  oils, LA  MOTTE,  VREDE  EN  LUST  and  GRAHAM  BECK  WINE 
FRANSCHHOEK. The  entrance  to  BOSCHENDAL,  another  acclaimed  win 
farm,  is  a  long  road  lined  by  massive  oak  trees  leading  to  whitewashe 
buildings  that  are  gabled  in  the  Cape 
Dutch  tradition.  In  a  clearing,  you  can  buy 
straw  picnic  baskets  with  baguettes,  pates 
and  roulades  to  accompany  a  bottle  of,  say, 
the  vineyard's  fine  Blanc  de  Noir  rose. 

How  you  experience  Franschhoek  de- 
pends on  when  you  visit.  On  a  weekend 
afternoon,  it's  a  crash  of  feeders  and  wine- 
drinkers.  When  the  festive  interlopers 
clear  out,  the  local  aspect  comes  through 
more  clearly. 

That's  what  Neil  Jewell,  a  33-year- 
old  British  transplant,  loved  about  the  place,  which  he  found  afte 
vagabonding  around  Africa  and  leaving  behind  the  sun-deprivec 
dreary  confines  of  England.  Jewell,  the  chef  at  BREAD  &  WINE, a  vineyar 
restaurant  at  a  wine  farm  called  MORESON,  is  also  the  local  charcutier.  H 
maturing  room  has  5,500  pounds  of  meat  hanging  on  hooks,  curec 
smoked  and  dried  with  myriad  different  ingredients  (the  kudu  bilton 
has  a  splash  of  port,  pimiento  and  juniper). 

On  a  recent  Sunday  afternoon  he  was  sampling  cuts  with  a  visitc 
when  a  woman  came  in  and  announced  herself  as  Penny  the  Pig.  Sh 
wanted  Jewell  to  make  sausage  for  her,  and  had  brought  her  ow 
porky  raw  materials.  "I  just  carved  half  or  him  this  morning,"  she  saic 
"You  killed  him  yourself?"  Jewell's  visitor  asked. 
"My  husband  killed  him.  I  carved  him." 
"Did  you  see  the  movie  Babe}" 
"My  pigs  live  happy  lives,"  she  said.  "Happy  pigs  give  happy  meat." 
Jewell  also  knows  that  happy  meat  makes  happy  charcuterie  buyers — though  it's  a  funds 
mental  ethic  to  Jewell  that  while  making  money  is  a  fact  of  life,  it's  not  what  the  place  is  abou 
"We  have  something  special  here,"  he  says.  "People  come  to  experience  it.  Joburge 
look  and  think  it's  another  gold  mine.  They'll  come  in  and  open  a  restaurant  that  someor 
will  declare  is  going  to  'set  a  new  standard'  and  put  the  rest  of  us  out  of  business.  They  dor 
understand  that  here  it's  only  about  the  food.  So,  let  them  come. They'll  be  gone  soon  enough 
Actually,  they  likely  will  come  back — as  diners  with  reservations.  —JEREMY  NATHAN 
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SWITZERLAND 

St.  MoHtZ:  It  is  said,  in 
some  circles,  that  one  doesn't 
go  to  St.  Moritz  to  ski.  One 
goes  to  watch  polo  on  the 
frozen  lake,  to  shoot  the  Cresta 
Run,  to  match  attitudes 

teatime  hauteur  with  minor 
Italian  nobility.  In  the  19th 
century,  larky  Oxbridge 
aristocrats  came  to  this  tidy 
Swiss  village  to  channel  their 
nner  schoolboy.  Today,  the 
scene  is  heavy  with  Russian 
ECU  win;  ^plutocrats  sporting  their  furs 
and  keeping  the  boutiques 
thriving  along  Via  Selas,  St. 
Moritz's  Rodeo  Drive. 

Yet  there's  no  way  to  ignore 
that  massive,  magnificent 
range  of  alpine  peaks  above 
the  town,  and  if  you're  so 
inclined,  as  I  was  on  a  recent 
>    I  visit,  to  skip  the  $50 
K    icocktails  at  the  discotheque, 
get  to  bed  early  and  ride  the 
ici     tram  up  first  thing,  you'll  be 
a.  richly  rewarded. 
MM  i    After  a  night's  snowfall, 
B  i  the  steeps  above  Corviglia  are 
We  rglorious,  uninterrupted  fields 
'•of  white,  and  unlike  the 

  Rockies,  there  aren't  any 

evergreens  here  to  trouble 
/ou  off-piste.  I  took  three  lifts 
.«F|o  the  top  of  Piz  Schlattain, 
strapped  into  my  snowboard, 
summoned  a  little  courage 
md  rode  off  beyond  the 
jarrier  markers. 

Talk  about  channeling  your 
nner  schoolboy.  Had 
.nowboarding  been  around 


INDIA 


Mahua  Kothi  Baghvan 


Madhya  Pradesh:  It's  early  morning, 

but  my  mahout,  Janu,  is  already  miffed  with  our 
elephant,  jabbing  Bandhani's  ears  with  his  bare 

feet  and  barking  obscure — to  me — commands  in  Hindi.  After  ten  minutes 
of  rocking  and  rolling  through  central  India's  Bandhavgarh  National  Park, 
I  look  down  from  Bandhani's  back  at  our  objective,  a  magnificent  450-pound 
Bengal  tiger,  ten  feet  of  orange-and-black  alpha  male  stretched  out  in  the  tall 
grass  below,  seemingly  unfazed  by  our  elephantine  presence,  but  staring  up 
at  me  intently.  I  double-check  the  safety  latch  on  my  howdah.  •  Although 
tiger  safaris  once  meant  shooting  parties  where  viceroys  and  maharajas 
gunned  down  hundreds  of  Bengals,  these  days  two  new  lodges  in  Madhya  )\ 
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in  the  19th  century,  the  Brits 
might  never  have  bothered 
with  the  Cresta.  Riding  powder 
doesn't  involve  much 
technique;  you  just  rock  your 
weight  back  and  surf  the  light, 
fluffy  stuff  all  the  way  to  the 
bottom.  Almost  100  miles  of 
skiable  terrain  above  St.  Moritz 
provided  an  entire  day's  worth 
of  this,  and  even  better: 
The  sky  was  cobalt  blue,  the 
lift  lines  were  negligible 
and  there  was  by-the-glass 
Champagne  for  pit  stop 
fortification  near  the  Gluna 
high-speed  lift.  Why  wouldn't 
one  come  to  St.  Moritz  to  ski? 

Back  at  the  Grand  Hall  of 
the  hotel — Badrutt's  Palace, 
St.  Moritz's  swishiest — one 
possible  answer  occurred  t°^>^ 


Crossroads  of  a 
world:  the 
rutt's 


Pradesh  state — MAHUA  KOTHI,  which  adjoins  Bandhavgarh,  and  B AGH VAN . 

s  just  outside  the  Pench  tiger  reserve — combine  the  ultimate  in  wildlife 
viewing  with  imperial  comfort.  Both  camps  are  owned  and  operated  byl 
Johannesburg-based  outfitter  CC  Africa,  which  runs  eco-luxe  game  camps 
in  Africa,  and  its  Indian  partner,  luxury  hotel  operator  Taj  Hotels  Resorts  andl 
Palaces.  Mahua  Kothi  and  Baghvan  are  the  first  of  a  four-camp  circuit  slateql 
for  completion  in  2008.  At  Mahua  Kothi,  the  main  lodge  is  a  sprawling  greai 
room  redolent  of  those  palmy  Victorian  years  when  schoolroom  maps  werel 
swathed  in  British  Empire  pink.  Ceiling  fans  lazily  churn  above  large  teall 
dining  tables,  colonial  chests  and  cozy  alcoves.  Next  to  the  massive  bar  ill 
a  vanity  wall  with  sepia  images  of  extravagant  shoots,  pudgy  maharajas  and 
other  faded  memories  of  the  colonial  past.  A  broad  veranda  looks  out  ovei 
a  grassland  where,  after  several  tots  of  gin  and  quinine  water  to  ward  on 
malaria,  pukka  sahibs  might  once  have  spotted  a  Bengal  or  two  burning 
bright — or  at  least  imagine  they  did. 

Your  digs  in  this  former  outpost  of  Empire  will  be  CC  Africa  designe 
Chris  Browne's  stylish,  contemporary  take  on  a  typical  mud  and  straw  villag< 
hut  of  the  region.  But  your  thatched-roof  kutiya,  with  its  slightly  cockeyed  windows  an<| 
raftered  ceilings,  is  100-percent  first-world  chic— 360  square  feet  of  inspired  design  accented 
by  the  textures  of  whitewashed  earthen  walls  and  local  fabrics  in  earth  tones  of  rust  and  brownl 
and  plenty  of  witty  grace  notes.  On  one  wall,  a  trio  of  life-sized,  hand-carved  Indian  puppetl 
marches  along  toward  a  picture  window, 
while  illuminated  wall  niches  display 
local  ceramics,  oil  paintings  and  clusters 
of  amber  doorknobs.  Your  private  terrace 
comes  with  a  traditional  tulsi,  a  basil 
plant  surrounded  by  tiny  oil  lamps  that 
attendants  light  every  night  to  keep  you 
safe  and  healthy.  And  over  your  imperial- 
sized  bed  you'll  find  a  model  of  a  garishly 
painted  truck,  the  kind  that  make  driving 
in  India  an  eventful  experience. 

In  fact,  if  you  travel  by  road  from 
Mahua  Kothi  to  Baghvan,  consider  tak- 
ing your  tulsi  along.  That  and  a  skilled 
driver.  The  journey  offers  vibrant,  up- 
close  views  of  the  pageant  of  Indian  rural 
life — free-ranging  cows,  oxcarts,  and 
open-air  shops  and  cafes.  And  in  many 
places  you'll  discover  that  India  has  per- 
fected the  one-lane  highway. 

At  Baghvan  you'll  spot  Browne's 
breezy  touch  in  the  camp's  high-ceilinged 
main  lodge,  his  raffish  riff  on  a  late- 
1940s' "dak  bungalow,"  the  tony  country 
rest  houses  once  enjoyed  by  well-heeled 
colonials.  At  Baghvan  this  means  a  spa- 
cious living  room  with  big,  comfortable 
sofas,  a  supremely  funky  turquoise-up- 
hostered  rattan  daybed,  teak  chests  bear- 
ing lamps  of  dense  blue  glass  and 
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me.  Skiing  means  missing 
hours  of  some  of  the  most 
entertaining  people-watching 
in  Europe.  Two  burly  Russian- 
looking  men  wearing  mock 
turtlenecks  and  ingots  of  gold 
jewelry  lounged  next  to  their 
rail-thin  girlfriends.  A  group 
of  fetching  young  Italians 
smoked  cigarettes  and  sipped 
aperitifs.  A  still-feuding 
English  couple  (I'd  heard  their 
argument  erupt  at  breakfast) 
watched  their  tea  go  cold. 
Badrutt's  Grand  Hall  itself 
is  a  sight,  a  cavernous  space 
furnished  with  a  jumble  of 
antique  chairs  and  sofas  in 
aristocratically  mismatched 
upholstery.  The  leaded,  Tudor- 
style  windows  frame  the 
lake,  the  walls  and  pillars  are 
decorated  with  odd  wooden 
reliquaries  and  in  a  side 
chamber  hangs  the  16th- 
century  Raphael-school 
Assumption  of  the  Madonna. 
For  a  hotel  lobby,  the  Grand 
Hall  is  reassuringly  nontrendy, 
even  homey,  giving  credence 
to  its  management-bestowed 
nickname:  "the  living-room 
of  St.  Moritz." 

Alas,  the  most  glamorous 
people-watching  days  are 
in  the  past.  After  staying  open 
through  WWII  (a  somewhat 
dubious  achievement;  Nazi 
big  shots  partied  here  as 
Stalingrad  was  besieged  in 
the  winter  of  1943),  the 
Palace  had  its  heyday  in  the 
postwar  era,  when  it  adopted 
a  flexible  pricing  policy  to  offer 
attractive  rates  to  the  best- 
looking  and  best-titled  guests. 
Life  magazine  reported  in 
1947  that  the  most  frequent 
occupation  given  on  the 
hotel  register  by  the  guests 
was  "none."  A  hotel- 
commissioned  history  book 
shows  pictures  of  some  of 
the  guests  who  actually  had 
jobs:  Alfred  Hitchcock, 
Marcello  Mastroianni,  Sophia 
Loren,  Elizabeth  Taylor,  Richard 
Burton  and  John  Lennon. 
Of  them  all,  only  Lennon  is 
dressed  for  the  slopes. 

Today  the  rooms  are 


stylishly  presented  artifacts  fronj 
local  flea  markets.  Pastel  Churchill 
era  refrigerators  hum  in  Baghvan' 
open  kitchen  under  a  picture  cJ 
Nehru  (with  jacket)  along  with 
vintage  shortwave  radio. 

Baghvan's  12  stand-alone  suite 
also  reprise  that  bungalow-chii 
Forties  feeling.  You'll  have  | 
choice  of  sleeping  in  an  airy,  teak 
filled  bedroom  or  outdoors  unde 
nets  on  your  suite's  machan,  a  cov 
ered  roof  terrace  modeled  on  loca 
game-viewing  platforms.  Th 
suite  will  also  have  a  private  out 
door  terrace  and  a  bathroom  fi 
for  a  maharaja. 

Despite  their  stylistic  differ 
ences,  both  lodges  follow  routine 
instantly  familiar  to  African  safai 
veterans.  You'll  leave  camp  even 
morning  at  dawn  with  your  per 
sonal  tracker-guide  (known  i 
India  as  "naturalists")  on  foun 
hour  drives,  with  breakfast  on  thil 
hood,  often  followed  by  qualitl 
time  with  folks  like  Janu  to  get  a:| 
elephant-back  look  at  the  tiger 
before  they  begin  their  midday  snooze.  After  lunch,  you  return  to  the  lodge  and  your  own  siesta 
A  late-afternoon  drive  will  take  you  to  view  the  cats  as  they  prepare  for  a  night  on  the  prow 
"Game  viewing  here  is  slightly  harder  but  even  more  exciting  than  in  Africa,"  says  Sarat: 
Champati,  the  head  naturalist  for  both  camps.  "After  all,  it  takes  a  lot  to  beat  seeing  a  tiger. 
But  on  my  visit  at  least  there  was  no  shortage  of  sightings,  and  while  we  cruised  for  tigers,  w 
found  both  Bandhavgarh  and  Pench  teeming  with  less-predatory  wildlife,  including  antelopi 
local  deer  called  chital,  sloth  bears  and  280  species  of  birds. 

Camp  dinners  are  served  in  a  number  of  outdoor  locales,  ranging  from  Mahua  Kothi's  ope: 
grassland  to  Baghvan's  dramatic  poolside  dining  room.  The  chefs  produce  delicate  chicken  cud 
ries,tandooris,  pistachio  fish  and  sumptuous  desserts  like  rasmali,  a  kind  of  Bengali  cheesecakt 
The  cocktail  hour  is  also  your  chance  to  swap  safari  yarns  with  other  guests,  some  of  whic 
seem  to  involve  telescoping  distant  glimpses  of  tigers  into  eyeball- to -eyeball  confrontation 
But  that's  not  you,  is  it?  After  all,  you've  already  earned  your  stripes.  — BILL  WHITMAN 


wonderfully  plush  and  spacious, 
and  the  retro-cool  Jacuzzi  grotto 
at  the  Acapulco  indoor  pool  is 
the  best  apres-ski  retreat  in 
town.  (Hurry  to  see  this;  there 
are  plans  to  update  the  entire 
pool  area  next  season.)  Perhaps 
the  only  disappointment  was 


the  food.  I  had  a  fairly  ordinary 
faux  filet  de  boeuf  at  Badrutt's 
bowling  alley-turned-bistro 
(much  better  was  pizza  the  next 
night  across  the  street  at  the 
hotel's  rustic  Chesa  Veglia). 
After  dinner,  I  returned  to  the 
Grand  Hall  to  find  that  the 


Italian  group  had  gotten  bigger 
and  more  voluble,  and  the 
Russians  had  started  in  on 
Champagne.  If  the  see-and- 
be-seen  crowd  doesn't  come  to 
St.  Moritz  to  ski,  neither, 
it  seems,  does  it  come  to  eat. 

—TAYLOR  ANTRI 
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County  Cork  ■  It  certainly  sounded  intriguing:  a  resort  on  a  220-acre  estate  that  was  once  home 
to  Sir  Walter  Raleigh,  set  in  the  verdant  hills  of  Ireland's  County  Cork  and  including  its  own  13th- 
century  castle  ruins.  The  service  at  CAPELLA  CASTLEMARTYR  RESORT  also  sounded  promising  when  a  cal 
came  in  several  days  before  arrival  from  the  melodious  Iona,  one  of  the  guest  "private  assistants,"  offer- 
ing carriage  rides,  fishing  expeditions,  archeology  tours,  etc.,  and  asking  what  she  might  set  up  for  our  stay 


Our  expectations  were,  therefore,  pretty  high  as  we  ap- 
proached Castlemartyr,  the  plain-featured  town  that  is 
home  to  the  place,  the  second  hotel  of  the  new,  luxe  hotel 
company  Capella.  But  where  was  it?  A  gated  but  locked  vestige 
of  a  historic  wall  seemed  promising,  but  there  were  no  signs  on 
it. .  .or  anywhere  else.  Finally,  after  several  runs  through  town,  we 
asked  a  local  woman  by  the  side  of  the  road  for  directions  and  re- 
ceived one  of  the  delightfully  animated,  expansive  and  lyrical 
monologues  for  which  the  Irish  are  justly  known.  Several  turns 
later,  we  found  it:  a  wall  announcing  CASTLEMARTYR  RESORT  be- 
tween two  prefab  houses,  giving  the  appearance  of  entering  a 
housing  estate.  (In  fairness,  this  was  several  weeks  after  opening, 
and  both  the  company  name  on  the  wall  and  shrubbery  intended 


to  beautify  the  entrance  were  to  be  installed  within  a  few  months 
After  a  loop  past  the  first  nine  holes  of  a  Ron  Kirby-designec 
golf  course  that  seemed  to  be  landscaped  for  mountain  goats  (th 
second,  perhaps  more  level,  nine  are  due  to  open  in  spring  2008) 
a  creek  lined  with  deck  chairs  and  tables  for  sunset  Champagn 
breaks  and  a  lovely  lake  (cue  the  wild  swans),  we  found  the  cas 
tie  ruins  and  then  the  hotel,  anchored  by  a  17th-century  mano 
house.  With  its  archways  and  rococo  plasterwork,  the  house  is 
beauty,  particularly  the  Knights  Bar,  a  room  worth  spending  tim 
in  just  to  admire  the  carved  plaster  ceiling,  but  made  even  mor 
appealing  by  its  collection  of  single-malt  whiskeys  (such  ai 
the  $50  a  shot  25-year-old  Bushmills  Millennium).  The  mana 
also  contains  11  suites  decorated  with  antiques  and  fabrics  ii 
the  spirit  of  the  house,  many  facing  th 
stately  formal  gardens  designed  in  th 
18th  century  by  famed  landscape  de 
signer  Capability  Brown. 

Unfortunately,  as  it  turned  out,  w 
weren't  staying  there.  Instead,  we  wer 
led  into  the  new  addition,  a  three-leve 
modern  structure  housing  98  addi 
tional  rooms  that  I  came  to  think  of  a 
the  office  park  (quite  obviously,  wit 
this  addition  and  a  large  glass  evenl 
building  under  construction,  confer 
ences  are  meant  to  be  a  big  part  of  th 
business).  Led  by  a  very  sweet  fror 
desk  assistant,  we  walked  down  corri 
dor  after  corridor,  past  black-and-whit 
photos  of  the  area  through  the  yeai 
(was  a  photo  of  the  Titanic,  which  le 
from  the  nearby  port  of  Cobh,  a  wis 
inclusion?)  to  the  last  room  at  the  enc 
Unlike  the  manor  house  rooms,  thes 
rooms  are  light,  sleek  and  contempc 
rary,  with  accessories  such  as  silver  ^ 


Cutting-edge  in 
Ireland:  Capella 
Castlemartyr's 
new  wing 
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sunburst  mirrors,  curved  clear-glass  lamps 
and  oversized  chairs  in  geometric  lines- 
equally  attractive  but  totally  different.  Th 
only  hitches  were  the  view — partial  gol 
course  and  dug-up  earth — and  saunaliki 
heat,  a  new-construction  glitch  that  techni 
cians  promised  to  fix  and  most  likely  even 
tually  did. 

Heat  and  distance  aside,  though,  on 
advantage  of  being  in  the  modern  sectioi 
was  the  ability  to  walk,  unobserved,  i 
bathrobes  to  the  spa,  a  24,400-square-fo 
showplace  with  a  65-foot-long  swimmin 
pool  and  glass  walls  that  allow  views  o 
the  castle  ruins  and  garden.  (Also,  thougl 
allowing  others  walking  by  to  have  views  d 
you  entering  the  locker  room's  whirlpoo 
at  least  in  the  ladies' section.)  It's  a  seriou 
spa  with  signature  treatments  geared  to  th 
lour  phases  of  the  moon  and  involving  dif 
ferent  techniques  and  herbs  (don't  eve 
think  of  asking  for  the  full  moon  treatmer 
when  the  moon  is  in  a  waning  phase;  they  won't  do  it).  For  those  who  aren't  interested  in  sync 
ing  with  moon  phases,  the  deep-tissue  massages  are  wonderful  anytime. 

Another  strong  point  is  the  restaurant,  the  30-seat  Bell  Tower,  open  only  for  dinner.  (Thei 
are  two  other  restaurants,  including  one  with  a  spa  menu,  for  lunch.)  Our  meal  was  exceptiona 
with  luscious  dishes  such  as  organic  Baherbeg  Pork  Four  Ways,  ravioli  of  West  Cork  lobste 
with  heirloom  tomatoes  and  anise  puree,  and  filet  oflrish  Hereford  beef  with  red  onion  man 
malade.  We  wanted  to  eat  there  every  evening,  but  on  the  second  night,  we  took  Iona's  sugge 
tion  and  went  over  to  the  nearby  BALLYMALOE  HOUSE,  an  esteemed  name  in  Irish  gastronom 
opened  in  1964.  The  two  hotels  are  working  on  a  cooperative  arrangement  for  their  gues 
(Castlemartyr's  get  reservations  at  Ballymaloe;  Ballymaloe's  get  to  use  Castlemarryr's  spa),b 
judging  from  our  visit,  the  Ballymaloe  guests  clearly  have  a  better  deal.  The  set  menu 
Ballymaloe  was  pure  ingredient  abuse — particularly  sad,  since  Cork  is  known  for  exception 
food  products  (in  this  case,  sweet  local  ham  cooked  like  leather,  and  tasteless,  dry  local  quail 
We  went  gratefully  back  to  the  Bell  Tower  the  following  night. 

By  day,  we  drove  around,  guided  by  a  rental  car  GPS  system  that  first  barked  orders  in  Poli 
(there  has  been  an  influx  of  Polish  immigrants  into  Ireland  in  recent  years)  and  then,  when  v< 
switched  it  to  English,  found  the  most  obscure — but  surpassingly  scenic — roads  imaginable 
Castlemartyr,  in  East  Cork,  isn't  in  the  most  popular  part  of  the  county;  the  action  is  most 
in  the  west,  where  Capella  plans  to  open  another  castle-related  hotel  in  2008.  It  is,  howeve 
a  ten-minute  drive  to  the  pretty  seaside  village  of  Ballycotton  and  an  hour  to  the  very  beai 
tiful  village  of  Kinsale  to  buy  crystal  (look  for  KINSALE  CRYSTAL,  Market  Street),  wander  tl 
medieval  streets  of  multicolored  houses  and  have  great  simple  seafood.  (Try  FISHY  FISh 
CAFE — the  original  attached  to  the  fish  shop,  across  from  St.  Multose  Church,  not  the  mol 
ambitious  restaurant  of  the  same  name.) 

It's  also  tempting,  though,  to  just  stay  on  the  grounds.  Iona  and  her  colleagues  are  extrao 
dinarily  accommodating  in  devising  activities.  Even  a  simple  walk  with  the  rambunctious  Iri: 
setter  puppies  Earl  and  Countess  can  be  an  adventure,  particularly  if  you  go  hill  walkir 
followed  by  a  lunar  spa  treatment,  and  then  check  in  on  what  the  chef  is  cooking  up. 

—  LAURIE  WERtlE 


YOU  OWE  IT  TO  YOURSELF 
TO  COAST  FOR  A  WHILE 


1950s-1960s  Nothing  distinguished 

a  man  socially  more  than  his  hat.  From  fedoras  to 
porkpies,  bowlers  to  derbies,  a  man  wasn't  fully 
attired  without  this  crowning  touch. 


1970s  The  polyester  leisure  suit  experienci  M 
the  height  of  its  popularity  with  the  disco  craze. 


1980s  The  days  of  leisure  ended  here.  Men  of 
the  1980s  were  all  about  business,  and  so  were  their 
suits,  which  appeared  with  narrower  lapels,  skinny  ties 

and  straighter  trousers. 

.  -  -  ^ 

2000s  The  suit  becomes  the  ultimate  versatile 
wardrobe  staple.  Whether  worn  with  a  French-cuffed 
custom-made  shirt  and  wingtips  or  a  broken-in  T-shirt 
and  tennis  sneakers,  nothing  defines  a  man  like  his  suit. 
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Golf  by  Todd  Pitock 


Pumping  Irons 


Gary  Player  claims  pro  golfers  are  dopin: 
The  PGA  insists  the  sport  is  clean.  Who's  right? 


ary  Player  doesn't  need  controversy, 
but  for  months  now  he  has  hardly 
been  able  to  get  a  break  from  it. 
manageable  one  appears  to  be  brewing  at 
e  present  moment. 

"Okay,  my  darling,"  he  says,  indicating  that 
11  just  be  a  few  moments  longer  on  the  call, 
ere  is  what  I  suggest:  Listen  to  your  mother, 
es,  yes. .  .1  love  you,  too.  Just  remember  what  I 
:11  you:  Listen  to  your  mother." 

He  smiles  when  he  hangs  up.  "I  have  six 
lildren  and  19  grandchildren,"  he  says."Num- 
sr  20  is  on  the  way.  It's  a  great  blessing." 

The  72-year-old  South  African  has  indeed 
ad  a  blessed  existence.  Golf  Digest,  Golf  and 
sian  Golf  all  rate  him  as  one  of  the  top-ten 
layers  ever,  a  legacy  etched  in  the  trophies  of 
S3  championships,  including  nine  majors  and 
alf's  grand  slam.  Known  as  the  Black  Knight 
>r  the  dark  clothes  he  preferred  in  competi- 
on,  he  parlayed  renown  into  riches  with  golf- 
jlated  licensing  arrangements  and  businesses. 

I  visited  him  at  a  house  he  and  a  small  staff 
pe  as  an  office  in  a  real  estate  development 
has  created  called  Blair  Atholl,  40  minutes 
rth  of  Johannesburg.  Floor- to-ceiling  win- 
ws  look  out  on  a  landscape  of  bushveld 
d  horse  paddocks,  with  an  inconspicuous 
If  course  threading  through  pitched-roofed, 
rth-colored  homes  that  start  around  $2  mil- 
n.The  sun  is  sinking  below  a  ridge  on  a  mild  winter 
ening  in  August.  The  seasons  are  reversed  in  the 
uthern  hemisphere,  and  Player  is  hoping  to  get  his 
3rld  right-side-up  again  with  a  brief  holiday  at  home. 
It  all  started  back  in  July  at  the  British  Open  when 
ayer  told  reporters  that  he  knew  of  "at  least  one"  pro 
lfer  taking  steroids,  and  that  he  had  heard  of  other 
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players  using  a  range  of  performance- 
enhancing  drugs. 

How  did  he  know  this?  In  confidence, 
Player  said,  two  golfers  had  spoken  to 
him  about  using  drugs,  telling  him  that 
they  knew  other  players  were  using  as 
well.  Player  refused  to  name  names,  but 
he  speculated  that  the  number  of  golfers 
using  substances  such  as  creatine,  human 
growth  hormone  and  steroids  could  be  as 


many  as  ten  or  even  "a  hell  of  a  lot  more.' 

The  golfing  community  bunkered  down 
in  denials,  with  many  deriding  Player. 

"Just  how  Gary  has  this  particular  piece 
of  information  that  nobody  else  seems 
to  have  is  a  bit  of  a  mystery  to  me,"  said 
Peter  Dawson,  secretary  of  the  R&A, 
golf's  ruling  body  in  Scotland.  "It  goes 
down  as  another  one  of  the  smallest  of 
unsubstantiated  rumors  about  perform- 
ance-enhancing substances  in  golf" 

Tiger  Woods,  who  has  supported  test- 
ing and  subsequently  added  that  he'd 
support  harsh  penalties  for  offenders,  said, 
"If  anything,  probably  out  here  it  would 
be  testing  positive  for  maybe  being  hun- 
gover  a  little  bit.  But  that's  about  it... I 
really  don't  see  anybody  doing  anything,  or 
have  heard  of  anybody  doing  anything." 
Paul  Azinger  said,  "Gary  may  have  put 
his  foot  in  his  mouth  a  little  bit."  Others, 
among  them  Phil  Mickelson  and  Colin 
Montgomerie,  piled  on. 

Player,  an  apostle  of  fitness  and  nutri- 
tion back  when  a  "six  pack"  described  what 
golfers  drank,  not  sculpted  abs,  withstood 
the  fallout. 

Sitting  with  me  in  his  home  office  in 
Blair  Atholl,  he  seems  at  once  piqued  and 
hurt,  and  maybe  even  a  little  naive.  He 
says  simply,  "I  have  to  tell  the  truth." 

For  golfers,  from  duffers  to  profes- 
sionals, honor  is  a  matter  of  pride. 
This  is,  after  all,  the  only  major 
sport  where  players  keep  their 
own  score  and  are  expected  to  own  up 
if  they  do  something  wrong.  Except  for 
blatant  violations,  the  umpire's  role  is 


only  to  clarify,  not  enforce,  rules. The  idea 
that  golfers  are  cheating  with  drugs  goes 
against  everything  the  game  stands  for. 

Even  so,  the  World  Golf  Foundation, 
an  association  of  the  sport's  major  organi- 
zations, including  the  R&A,  America's 
PGA,  the  LPGA,  the  European  Tour 
and  others,  had  been  working  on  an  anti- 
doping  policy  even  before  Player's  com- 
ments caused  so  much  controversy. 


This  past  fall,  the  Foundation  an- 
nounced the  first  phase  of  a  program, 
including  a  list  of  banned  substances  sim- 
ilar to  those  outlawed  by  the  World  Anti- 
Doping  Agency  (a  group  founded  in  1999 
by  the  International  Olympic  Commit- 
tee), and  a  period  of  education  for  players. 
The  second  phase  would  establish  testing 
protocols,  penalties  and  appeals  proce- 
dures for  violators. 

But  golf's  position  is  that  it  is  now  and 
always  has  been  clean.  Golf,  said  PGA 
Commissioner  Tim  Finchem  at  a  telecon- 
ference announcing  the  anti-doping  pol- 
icy, had  arrived  at  "a  day  where  we  are 
going  to  be  proactive  in  light  of  the  reali- 
ties of  what's  happening. . .But  for  the 
problems  in  other  sports,  I  doubt  we 
would  be  at  this  point." 

In  an  interview,  Ty  Votaw,  a  PGA 
spokesman,  told  me,  "There  has  never 
been  any  cheating  in  golf.  Until  [now] 
there  was  no  policy.  Therefore  there 
couldn't  have  been  any  cheating." 

This  might  seem  like  a  technic- 
ality-based defense.  Common 
sense  says  that  juicing  is  cheat- 
ing, even  without  a  stated  policy 
prohibiting  it.  The  real  question  is  how 
steroids  and  other  drugs  that  build  muscle 
would  help  golfers  at  all. 

Anabolic  steroids  add  strength  and 
speed.  There  are  hundreds  of  varieties  on 
the  market,  according  to  Michael  Bahrke, 
coeditor  of  Performance  Enhancing  Sub- 
stances in  Sport  and  Exercise,  all  outlawed 
by  professional  sports  and  the  Internation- 
al Olympic  Committee.  But  golf,  even  as 


courses  have  stretched  out  like  taffy,  isn 
really  a  game  of  muscle.  The  adage  that  yo 
drive  for  show  and  putt  for  dough  is  backec 
by  the  fact  that  only  2  of  the  20  best  disi 
tance  drivers,  Woods  and  Adam  Scott,  ar 
also  ranked  in  the  top-20  money  list. 

But  the  tee  shot  sets  up  the  approach 
and  strength  matters.  Moreover,  therl 
.ire  other  performance-enhancing  drugs 
Beta-blockers,  which  slow  down  the  heaji 
rate  (and  appear  on  the  Worl< 
Golf  Foundation's  list  of  banne* 
substances),  are  popular  amonj 
athletes  who  have  to  deal  witl 
focused,  high-pressure  situation! 
The  drug  of  choice  among  goll 
ers,  some  insiders  say,  is  huma 
growth  hormone,  a  naturally  occurrini 
chemical  in  the  body.  A  synthetic  versioi 
of  HGH  is  touted  for  regenerating  tissu< 
increasing  lean  muscle  and  reducing  fai 
Critics  who  oppose  the  use  of  syn 
thetic  HGH,  which  is  banned  by  both  tb 
International  Olympic  Committee  art 
the  World  Anti-Doping  Agency,  sa 
side  effects  could  include  chronic  fatigu 
carpal  tunnel  syndrome  and  liver  darr] 
age.  Other  doctors  swear  by  it.  "It's  tn 
fountain  of  youth,"  says  Daniel  Cosgrovi 
M.D.,  the  medical  director  of  the  WellM: 
Center  for  Preventative  Medicine,  a  resa 
wellness  clinic  at  La  Quinta  Resort  &  Sj 
in  California. 

Unlike  anabolic  steroids,  HGH  hasi 
been  proven  to  add  bulk  or  speed.  It 
stead,  proponents  say,  it  helps  the  bo<t: 
recover  faster. 

Every  athlete  gets  injured,  and  tho 
injuries  interfere  with  training,  which  h 
to  be  progressive  if  you're  going  to  ir 
prove.  The  fewer  injuries  you  have,  fJ 
more  continuity  you  have  in  training, 
other  words,  HGH's  benefit  is  durabili 
which  in  turn  enables  you  to  benefit  frc 
training.  It  may  not  help  you  drive  t 
ball  or  sink  a  putt,  but  it  can  take  care  oi 
back  strain  that  would  have  kept  you 
the  sideline. 

Former  Los  Angeles  Dodgers  gene 
manager  and  vice  president  Kevin  Malo 
says  you  can't  underestimate  the  allure 
athletes  of  anything  that  would  prevent  i 
juries  or  boost  energy.  He  puts  it  in  ba: 
ball  terms:  "It's  not  about  how  you  sh< 
up  on  Opening  Day.  It's  what  happens 
game  138.  The  balls  that  you  were  hitti 


"Very  few  [golfers]  come  straight  out 

and  ask.  They  say,  'Hey  doc,  what's  all 
this  talk  about  this  HGH  stuff?'" 
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out  are  only  getting  to  the  warning  track." 

By  the  end  of  the  2008  season,  the  golf 
establishment  may  well  be  able  to  an- 
nounce that  no  golfers  tested  positive  for 
any  banned  drug.  Those  who  criticized 
Gary  Player  this  summer  will  tout  this  as 
a  testament  to  the  sport's  purity. 

In  fact,  critics  say,  test  results  may  not 
prove  anything  at  all.  That's  because  a  lot 
of  performance-enhancing  drugs  are  all 
but  impossible  to  detect. 

There  is  no  reliable  test  for  HGH;  its 
alleged  popularity  among  golfers  is  due  to 
its  benefits  and  its  undetectability.  Indeed, 
even  with  anabolic  steroids,  the  masking 
agents  are  difficult  to  identify  and  de- 
tectable only  with  a  blood  test,  which 
athletes  in  other  sports  have  successfully 
opposed  as  too  invasive.  Urine  tests  are 
expedient — and  unreliable. 

"The  new  policy  is  a  joke,"  says  Vic 
Naumov,  a  chiropractor  specializing  in 
sports  medicine  who  founded  the  New 
Milford,  N.J. -based  National  Coalition  for 
the  Advancement  of  Drug- Free  Athletics. 
"These  designer  drugs  are  so  sophisticated 
and  are  designed  to  supersede  any  test. 
Only  a  very  sloppy  person  would  get 
caught."  He's  been  trying  to  rally  pro  ath- 
letes to  speak  up — with  limited  success. 

Former  professional  wrestler  Marc 
Mero  appeared  as  Johnny  B.  Badd  during 
a  career  that  lasted  from  1991  to  1995. The 
double-murder-suicide  by  his  colleague 
Chris  Benoit  earlier  this  year  was  a  turning 
point  for  Mero,  who  began  Champion 
of  Choices  and  speaks  to  schoolchildren 
about  the  dangers  of  steroids  and  drugs. 

"There's  a  code  of  silence  that  goes 
along  with  [drug  use],"  Mero  says.  "Who 
is  going  to  be  the  first  golfer  to  say  it?  The 
guy  will  be  ostracized.  I'm  the  most  hated 
guy  in  wrestling  right  now.  No  one's  going 
to  snitch." 

Gary  Player,  well-liked  throughout  his 
five-decade-  long  career,  may  have  that 
label  now — though  some  PGA  Tour  play- 
ers and  sportswriters  in  the  media  have 
criticized  him  for  not  going  further  and 
outing  his  sources.  The  physicians  writing 
prescriptions  cannot  give  information  on 
patients  and  would  in  any  case  be  incrim- 
inating themselves  if  they  did. 

But  doctors  I  interviewed  who  had 
turned  away  athletes,  including  Tour 
golfers,  suggest  that  Player's  estimate  of 


"at  least  ten"  rogue  Tour  players  could  be 
conservative  indeed. 

"I  see  golfers  on  a  weekly  basis,"  says 
Dr.  Johnny  Benjamin,  chairman  of  the  or- 
thopedics department  at  the  Indian  River 
Medical  Center  in  Vero  Beach,  Florida. 
"Very  few  come  straight  out  and  ask. 
They  take  your  temperature.  They  say, 
'Hey,  doc,  what's  all  this  talk  about  this 
HGH  stuff?'  If  you're  responsive,  they 
say,  'What  do  you  think  of  me  using  it?'" 

How  often  does  that  happen? 

"Seventy-five  percent  of  the  time.  I  can 
tell  you  that  9  of  the  last  12  golfers  I've 
seen  queried  me." 

"If  a  person  has  a  medical  condition, 
it's  ethical  [to  use  the  drug],"  he  adds.  "If 
it's  for  enhancement,  that's  unethical.  But 
you  get  a  gray  zone.  They  come  up  with 
a  bogus  diagnosis,  and  you're  'treating' it." 

And  why  would  any  doctor  go  along? 

"It's  really  good  for  your  practice  to  say 
you  have  a  professional  athlete  as  a  pa- 
tient. If  you  go  along  with  it,  you  get  a  call 
that  this  guy  is  sending  one  of  his  buddies 
in.  The  next  thing  you  know,  you're  one  of 
the  guys.  You  have  the  pictures  on  the  of- 
fice walls,  you  get  tickets  to  the  events.  It's 
a  huge  drug  for  the  physicians,  just  to  be 
able  to  say  they're  friends  v/ith  this  one  or 
that  one." 

Cosgrove,  the  California  wellness  ex- 
pert, is  a  big  believer  in  HGH  where  use 
is  legitimately  indicated — in  people  mid- 
dle-aged and  older.  "But  there's  no  way  a 
young,  healthy  guy  has  a  reason  to  be 
using  it,"  he  says. 

As  for  steroids  and  golf,  he  has  some 
direct  experience  to  relate.  The  same  week 
that  the  World  Golf  Foundation  an- 
nounced its  new  policy,  Cosgrove  was  ap- 
proached bv  an  internationally  known  golf 
figure  who  had  consulted  with  him  before. 

"He  wanted  me  to  write  a  prescription 
for  Winstrol  for  his  son,"  Cosgrove  re- 
counts. (Winstrol  is  an  anabolic  steroid 
that  promotes  leanness.)  "He's  like, 'Look, 
it's  safe,  everybody's  using  it.  Every  player 
on  his  college  team  is  using  it.' He's  send- 
ing me  material  from  websites  and  giving 
me  phone  numbers  of  other  coaches  to 
call  whose  kids  are  on  it.  I  said,  'Look, 
man,  you  need  to  be  reining  your  kid  in, 
not  giving  him  the  green  light  with  this 
stuff/He's  still  trying  to  convince  me,  and 
I  tell  him,  'Listen,  there's  no  way  you're 


going  to  convince  me.  Your  son  should  nt 
be  injecting  himself!'" 

Gary  Player  is  old-school.  You  li\ 
ten  to  your  mother.  But  whdl 
about  parents,  blinded  by  vjl 
carious  ambition  for  their  kid  \ 
giving  evil  counsel? 

The  broader  trends  here  are  troubling 
Studies  by  the  Centers  for  Disease  Contn 
show  steroid  use  among  American  9thl 
to  12th-graders  has  increased  in  the  paJ 
decade,  with  the  sharpest  spike  amonl 
girls.  Related  studies  also  say  steroids  anl 
other  performance-related  drugs  are  ncl 
only  being  used  for  sports  but  even  jui 
to  improve  looks. 

Malone,  the  former  Dodgers  executiv 
blames  professional  athletes  for  what 
calls  locker  room  ethics.  "You  see  it  in  I 
kinds  of  ways,"  he  says.  "They're  'not  ma:l 
ried'  when  they're  on  the  road.  Or  you  gel 
'I  know  it's  not  right,  but  I  have  to  feed  n| 
family'  It's  a  debate  on  ethics,  but  whel 
money's  a  motivating  factor,  it's  easier  I 
justify  what  you're  doing.  I  think  the  merl 
tality  runs  through  the  entire  society,  anl 
you  see  cheating  in  business  and  collegl 
There's  a  view  that  it  doesn't  matter  ho| 
you  get  there  as  long  as  you  get  there.' 

"I  don't  see  how  you  can  eliminal 
doping  in  sport,"  says  Bahrke.  "It's  like  te| 
rorism — you  just  want  to  keep  it  at  a  mill 
imal  level  that  people  can  live  with." 

He  shrugs  at  golfdom's  who,  us?  pol 
ture,  wondering  why  golfers  would  be  ail 
less  susceptible  than  other  athletes, 
even  society  in  general. 

Despite  his  irritation  at  those  wll 
derided  him,  Gary  Player  sal 
he  has  received  far  more  suppcl 
than  criticism. 
"You  can't  please  everybody,"  he  sajl 
"But  we've  had  our  heads  in  the  saip 
on  this  issue.  And  what  I  want  to  do 
maintain  this  beautiful,  clean  sport.  I' 
got  nothing  to  lose.  I'm  not  a  competitl 
against  them  anymore.  Nobody  can  sal 
'Well,  Gary's  worried  because  they'l 
beating  him.'" 

The  ethics  are  unambiguous  and  fu  I 
damental  to  the  sport  that  made  him. 

"I  have  no  regrets  about  speaking  ou  I 
he  says.  "Golf  has  been  good  to  me.  Ill 
can  help  the  game,  I  owe  it  to  the  game. 'I 
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Boats  by  Bernadette  Bernon 


Unobstruc 


■  lear  Blue  Hawaii  s  portable,  inflatable 

%  two  -person  ;     has  a  rugged 

nylon  skin,  four  inflatable  chambers  and 
large  dual  viewing  panels — the  better  to  see  coral 
beds,  marsh  ecosystems  or  the  sea  life  gliding  beneath 
you.  The  Hanauma  collapses  into  a  mesh  storage  bag 
that  can  fit  in  a  car  trunk  or  be  taken  on  a  plane. 
$660.  www.clearbluehawaii.com. 


Clear  Biue's 
see-through 
panels  give 
kayakers  the 
best  seat 
in  the  house. 
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Dual-Purpose  Craft 

The  Bruckmann  42  incorporates  elements  of  both  a  day-sailer  and  a  performance  yacht: 
An  aggressive  sail  plan  and  lightweight  construction  make  her  speedy,  while  the  shoal-draft 
keel  allows  her  into  shallow  hideaways.  Her  semicustom  construction  affords  design  flexib- 
ility in  detail  work  and  interior  layout.  $565,000.  (905)  855-1117,  wimv.bruckmannyachts.com. 


The  ins  and 
outs  of  the 
Bruckmann  42 


CRIB  NOTES 

If  you've  wondered  at  night 
whether  the  lights  ahead  are 
from  a  tugboat  or  an  ocean 
liner  heading  straight  for  you, 
the  Weems  &  Plath 
LIGHTrule  might  be  a  wise 
investment.  The  LIGHTrule,  a 
rugged,  two-sided  PVC 
sliding  tool,  immediately 
identifies  60  light 
configurations  and  provides  a 
magnifying  lens  to  make 
vessel  descriptions  easy  to 
read.  Weems  &  Plath  also 
offers  ROADrule,  below, 
which  is  a  guide  to  common 
U.S.  navigation  aids,  buoys, 
bridge  lights,  maneuvering 
and  warning  signals,  ICW 
markings  and  general  rules  of 
the  road.  (Versions  are 
available  for  international 
and  European  waters.)  $25. 
www.  weems-plath.com 
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He's  relaxed.  He's  insured  by  Chubb. 


1  Worth  magazine  called  Chubb  "the  gold  standard  for  property-casualty 
t  Insurance....  Chubb's  best  feature  is  a  three-decade  history  of  swiftly 
paying  claims  that  other  companies  might  balk  at." 

nwou  refers  to  the  Insurers  i>l  the  Chubb  Group  ol  Insurance  Companies.  , 
Ac i imi  coverage  is  subject  [.,  thM.in.iiii.Kje  of  lite  policies  as  Istuetf.  C|wbb.  BoxlblS,  Wdrien.  NJ  07061-1615. 
2003  Chubb  k  Son,  a  division  nl  Federal  Inswaiite  Company.  All  rights  reserved. 


<  CHUBB  COMMERCIAL  INSURANCE 

<  CHUBB  SPECIALTY  INSURANCE 


CHUBB 

For  more  information,  consult  your  independent 
agent,  or  visit  us  at  www.chubb.com  and  click  on 
"Find  an  agent." 


Good  Sailing,Vietnam 

Sunsail  has  become  the  first  company  to  receive  permission  from  the  Vietnamese  gov- 
ernment to  offer  pleasure  boats  for  charter.  The  Sunsail  Nha  Trang  base,  opened 
earlier  this  year,  provides  modern  38-  to  45-foot  sailboats  to  explore  the  spectacular 
coastline,  which  is  filled  with  dramatic  karst  peaks  rising  200  feet  up  from  the  sea.  For 
the  2008  season,  Sunsail  will  add  a  commodious  Leopard  40  catamaran  to  its  fleet.  The 
Leopard  costs  $715  per  day,  May  through  September.  (888)  350-3568,  www.sunsail.com. 


A  CUT  ABOVE 


Wenger,  a  maker  of  the  Swiss 
Army  knife,  has  teamed 
with  the  Swiss  sailing  team 
of  Alinghi,  the  winner  of  the 
2007  America's  Cup,  to 
design  and  manufacture  the 
Alinghi  Yachtsman's  Tool. 
The  Alinghi  has  ergonomic 
handles  with  a  knurled- 
texture  grip  for  greater 
control,  a  four-inch  locking 


blade  that  can  be  released  by 
depressing  the  cross  on 
the  grip,  needle- 
nose  pliers,  a 
reamer/awl  and  two  flat-head 
screwdrivers.  Its  shape 
resembles  that  of  the 
sharklike  hull  of  the  Alinghi, 
the  first  European  winner  of 
the  Cup  in  152  years.  $135. 
www.  alinghi  knife,  com. 
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First  Read  by  Eric  Felten 
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The  Perfect  Couple 
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Martini  passions  run  high.  Consider  the 
copy  I  found  of  a  1930  cocktail  book  called 
Shake  Em  Up.  In  an  elegant  but  excited 
hand,  the  first  owner  of  the  volume  pen- 
ciled a  simple  editorial  comment  over  the  book's  Martini 
recipe:  "NO,  NO,  NO!!!" 

The  Shake  Em  Up  Martini  recipe—  two  parts  gin 
to  one  part  French  vermouth  and  a  couple  of  dashes  of 
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A  brief  history  of  the 

Martini,  the  world's 
tastiest  pas  de  deux. 
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"Accuracy  is  everything 
when  the  nearest  hospital 
is  three  days  away." 

Dr.  Christopher  Hillman 

Nomadic  Doctor  in  the  Himalayan  Mountains 


At  14,000  feet,  Dr.  Hillman  travels  by  motorbike 
in  the  Himalayas  to  deliver  healthcare.  Equipment 
must  be  able  to  withstand  the  long,  harsh  winter  at 
"The  Top  of  the  World".  Which  is  why  a  dependable 
timepiece  like  a  Ball  watch  is  so  important  in  an 
environment  that  features  truly  adverse  conditions. 

The  watch  that  once  ran  America's  railroads  now 
helps  the  world's  explorers  keep  time.  There  is  no 
timepiece  that  is  as  rugged  and  dependable. 


gle  button  chronograph 
one-finger  start,  stop 
reset  functions 


ation  scale  graduated 
15  pulses 


0  Gs 

ck  resistance 


er  resistance 

-reflective 
phire  crystal 


>phire  crystal 
I  ibtion  case  back 


*  -'IE  ' 


.    Id  . 


Self-powered  micro  gas  lights 
that  glow  100  times  brighter 
than  luminous  paint  for  more 
than  25  years. 
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bitters — was  a  bit  archaic  even  in  1930. 
In  the  11th  year  of  the  Volstead  Act,  a 
Martini  would  still  generally  have  been 
made  with  a  few  drops  of  orange  bitters, 
but  the  fashionable  ratio  of  gin  to  ver- 
mouth was  already  four  to  one.  In  decades 
to  come,  that  ratio  would  be  doubled,  and 
then  doubled  again. 

The  Martini  started  life  in  the  1880s 


the  manly  arts.  Papa  favored  his  Martini 
ratio  at  15  to  1,  and  called  them  "Mont- 
gomerys"to  mock  Old  Monty,  the  WWII 
British  commander  who,  Hemingway 
sneered,  wouldn't  attack  the  Germans  un- 
less he  had  a  15  to  1  advantage  in  the  field. 

M.F.K.  Fisher  didn't  call  her  cocktails 
Montgomerys,  but  her  ratio  was  not  un- 
like Hemingway's — she  used  an  eyedrop- 


around  with  15-to-l  Martinis,  DeVot 
warned,  and  you  will  have  obliterated  th 
delicate  charm  of  "the  violet  hour,  th 
hour  of  hush  and  wonder,  when  the  affec 
tions  glow  again  and  valor  is  reborn." 

As  DeVoto's  prose  suggests,  he  con 
sidered  the  correct  composition  of  th 
Martini  to  be  one  of  the  great  spiritua 
questions  of  the  day.  Great  spiritual  ques 
tions  are  always  fiercely  con 


Ernest  Hemingway  ranked  "dry" 
Martini-drinking  somewhere  between 

bull  fighting  and  big-game  huntin; 
in  his  hierarchy  of  manly  arts. 


as  the  Martinez  cocktail.  The  drink  was 
derived  from  the  Manhattan — whiskey, 
sweet  vermouth  and  bitters — by  substitut- 
ing gin  for  the  whiskey.  The  gin  in  question 
was  originally  a  syrupy-sweet  (and  now 
obscure)  variety  called  Old  Tom  gin. 
But  sweetened  gin  mixed  with  sweet  ver- 
mouth still  wasn't  quite  sugary  enough  for 
that  carious-stumped  age — most  Martinez 
recipes  called  for  a  few  dashes  of  sweet 
"gum  syrup"  to  get  it  just  right.  By  the 
aught  years,  Old  Tom  was  tossed  in  favor  of 
dry  gin,  the  sweet  (red)  vermouth  gave  way 
to  dry  (white)  vermouth  and  the  Martinez 
came  to  be  the  dry  Martini. 

A  Martini  made  with  dry  gin  and  dry 
vermouth  proved  to  be  a  far  more  sophis- 
ticated cocktail  than  its  sweet  predeces- 
sor. "The  ultimate  class  bifurcation  based 
on  drink,"  Paul  Fussell  wrote,  is  "the  dif- 
ference between  dry  and  sweet."  But 
somewhere  along  the  way,  "dry"  stopped 
meaning  the  opposite  of  "sweet"  and 
came  to  mean  the  relative  absence  of  ver- 
mouth. Even  so,  the  social  cachet  at- 
tached to  "dryness"  persisted,  and  decades 
of  striving  have  produced  today's  dry 
Martini  standard:  in  effect,  a  straight 
shot  of  gin  or  vodka.  Which  is  odd,  be- 
cause there's  nothing  particularly  swanky 
about  a  glass  of  plain  gin — in  George 
Orwell's  1984  everyone  gulps  his  syn- 
thetic gin  straight. 

Ladder-climbing  hasn't  been  the  only 
imperative  driving  Martini  desiccation. 
Ernest  Hemingway  ranked  "dry"  Martini- 
drinking  somewhere  between  bull  fighting 
and  big-game  hunting  in  his  hierarchy  of 
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per  to  dispense  the  vermouth.  "It  seems 
improbable  that  my  hint  of  herby  wine, 
the  tonic  quality  of  a  drop  of  vermouth, 
could  possibly  turn  straight  dry  gin  into  a 
quick-working  aperitif,"  she  wrote  in  the 
Atlantic  Monthly  in  January  1949,  "but  it 
does:  Chilled  gin  has  nothing  in  common 
with  this  ridiculously  delicious  cocktail." 

I  wonder.  Vermouth  avoidance  may 
connote  social  status  or  tough-guy  pan- 
ache, but  it  doesn't  make  much  sense  as 
far  as  the  taste  of  the  drink  is  concerned. 
Plenty  of  cocktails  call  for  a  dash  of  this  or 
a  drop  of  that,  and  in  those  recipes,  the  this- 
and-that  are  almost  always  intensely  fla- 
vored ingredients,  such  as  pastis  or  bitters. 
It's  not  unlike  using  vanilla  extract  in  bak- 
ing— a  few  drops  go  a  long  way.  But  ver- 
mouth is  not  only  mild;  it  takes  what  flavor 
it  has  from  some  of  the  same  botanicals 
that  contribute  to  the  taste  of  gin,  includ- 
ing coriander,  orange  peel  and  orrisroot. 

Bernard  DeVoto  may  have  been  a  bit 
monomaniacal  when  it  came  to  Martinis — 
declaring  it  to  be  just  about  the  only  mixed 
drink  worthy  of  the  honorific  "cocktail" — 
but  he  clearly  knew  something  about 
the  drink  and  its  proper  construction.  In 
his  book  The  Hour,  DeVoto  disdains  the 
overly  dry  sort  of  Martini.  He  identified 
the  "point  where  the  marriage  of  gin  and 
vermouth  is  consummated"  at  3.7  to  1. 
Much  less  vermouth  than  that  and  you  will 
miss  "art's  sunburst  of  imagined  delight 
becoming  real."  A  ratio  of  4  to  1  was  also 
acceptable,  and  even  "a  little  more  than 
that,  which  is  a  comfort  if  you  cannot  do 
fractions  in  your  head."  But  start  messing 


tested,  particularly  when  no  on 
can  agree  on  just  how  much  ven 
mouth  goes  into  the  Martini 
being  drunk  by  angels  dancin 
on  the  head  of  a  pin.  Charges  c 
apostasy  fly.  In  the  1961  editio 
of  his  Fine  Art  of  Mixing  Drink. 
David  Embury  derides  DeVoto 

I 
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idealized  Martini:  "I  have  found  many  c 
his  comments  on  drinks  and  drink  mixin 
thoroughly  sound,"  Embury  wrote.  "Bui 
when  it  comes  to  the  Martini,  phooey! 
Embury  objected  not  only  to  DeVoto 
preferred  ratio  of  gin  to  vermouth,  but  als. 
to  the  very  notion  that  there  was  only  on 
correct  specification  for  the  cocktail 
suppose  that  his  absolutely  perfect  ratil 
would  be  something  like  3.690412  to  1!* 


THE  BERNARD  DEVOTO  MARTINI 

1.845206  oz.  gin 
1/2  oz.  dry  vermouth 

*  Fill  a  pitcher  with  "five  hundred 
pounds  of  ice. "Add  gin  and 
vermouth  and  stir.  "You  must  be 
unhurried  but  you  must  work  fast, 
for  a  diluted  Martini  would  be  a 
contradiction  in  terms."  Pour  into 
chilled  Martini  glasses.  Twist  a 
lemon  peel  over  the  top  of  the  glass 
and  then  discard  the  piece  of  rind. 


Embury  preferred  an  Aristotelian  mea 
between  extremes,  a  ratio  of  7: 1 .  (How 
ever,  it's  important  to  note  in  this  case  thi 
the  extreme  opposite  of  the  Montgomei 
is  the  Shake  'Em  Up  2:1,  not  DeVoto  : 
rather  mainstream,  if  punctilious,  3.7:1 
Embury's  recipe  is  a  pretty  good  referent 
point  for  Martini-making,  and  it  als 
serves  as  a  timely  reminder  that  extremt  ^ 
in  drink  are  to  be  avoided. 

One  of  the  worst  extremes  afflictir 
modern  Martinis  is  size.  I  he  three-Marti 
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GO  FOOD  SHOPPING 
WITH  ONE  OF 
LONDON'S  STAR  CHEFS. 

NOT  BAD  FOR  STARTERS. 


Coming  to  London?  Stay  at  the  Intercontinental  London  Park  Lane  and 
renowned  chef  Theo  Randall  could  take  you  on  a  taxi  tour  of  London's 
food  shops  followed  by  lunch  specially  prepared  by  him  in  his  kitchen. 
It's  one  of  the  'Insider  Experiences'  that  ensure  our  guests  always  get  the 
chance  to  enjoy  the  authentic  and  the  unexpected  at  all  our  destinations. 


Do  you  live  an  Intercontinental  life? 

For  more  details  or  to  make 
a  reservation,  please 
call  1  800  424  6835  or  visit 
intercontinental.com/experiences 
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unch  isn't  quite  the  debilitating  excess 
hat  it  sounds  like  if  you  realize  that  the 
'  •'•  ■'■!  Vlartinis  of  the  Lunch's  1950s  heyday  were 
lalf,  or  a  third,  as  big  as  today's  stemmed 
Tibs  of  gin.  The  next  time  you  catch  a  bit 
>f  North  By  Northwest  on  television,  look 
or  the  scene  in  which  Cary  Grant  and 
£va  Marie  Saint  trade  sexy  banter  in  the 
->ullman  dining  car.  Grant  starts  his  meal 
>y  ordering  a  Gibson  (a  Martini  garnished 
or  vith  a  cocktail  onion).  The  drink  arrives 
n  a  glass  so  small  that  bowl  and  stem 
Martin  both  disappear  in  his  hand.  It  was  almost 
ertainly  a  better  drink  than  today's  gigan- 
ic  Martinis,  which  are  guaranteed  to  be 
itio  varm  as  dishwater  (and  about  as  savory) 
halfway  through. 

The  durable  American  fetish  for  gar- 
antuan  portions  has  been  deleterious 
nough  for  food,  but  when  it  comes  to 
rink,  the  results  have  been  positively 
isastrous.  In  the  late  '90s,  the  Denver 
oranch  of  The  Palm  steakhouse  chain 
n>at.:i  vas  serving  up  what  its  bartender  proudly 
laimed  was  the  ultimate  Martini — an 
1-ounce  glass  of  straight  vodka.  Putting 
rfectrai  side  the  point  that  such  a  drink  is  no 
Martini,  who  knows  how  many  poor  souls 
elt  compelled  to  guzzle  their  way  to  the 
ottom  of  that  enormity  and  woozily  swore 
ff  any  further  congress  with  cocktails? 
his  is  hazing,  not  hospitality. 

For  all  the  ritual  and  mythology,  a 
/lartini  is  a  perfectly  easy  drink  to  make, 
tart  with  good  gin  and  good  vermouth, 
nd  the  drink  nearly  makes  itself.  Happily, 
lat's  not  at  all  hard  to  do.  Liquor  store 
helves  are  crowded  with  an  embarrass- 
lent  of  excellent  gins  these  days.  You  can 
link  of  gin  as  basically  a  flavored  vodka, 
"he  smell  and  taste  of  juniper  berries  is  al- 
iost  always  front  and  center,  but  since  a 
ecent  gin  is  infused  with  a  dozen  or  more 
jices  and  botanicals — often  including 
ennel,  licorice,  angelica  root  and  cassia 
ark — distillers  have  plenty  of  room  to 
lefine  their  gin  by  the  choice  of  which  fla- 
brs  to  emphasize.  Just  be  sure  that  the  gin 
es  indeed  have  flavor — some  recently 
vented  gin  brands  attempt  to  woo  the 
dka  drinker  by  passing  off  as  gin  a  spirit 
faintly  flavored  as  to  be  nearly  indistin- 
ishable  from  vodka. 
There's  no  such  thing  as  the  perfect 
artini,  so,  as  the  bartender  in  a  New 
orker  cartoon  once  said,  a  near-perfect 


Martini  will  have  to  do.  Eyedrops  of  ver- 
mouth aren't  enough,  so  the  recipe  falls 
into  the  range  Embury  suggested — seven 
to  one — recognizing  that  one  can  use  a  lit- 
tle more  or  a  little  less,  to  taste. 

NEAR-PERFECT  MARTINI 

2  oz.  gin 

1/4  -  1/3  oz.  dry  vermouth 

•  Shake  and/or  stir  with  ice,  and 
strain  into  a  Martini  glass. 
Garnish  with  olive. 

If  you  have  a  retro  sensibility  and  strive 
to  enjoy  the  classic  in  its  classic  1930s 
proportions — four  parts  gin  to  one  part 
vermouth — be  true  to  the  era  by  adding 
a  couple  of  dashes  of  orange  bitters  as 
well.  It's  what  I  call  the  "Original  Intent 
Martini." 

ORIGINAL  INTENT  MARTINI 

2  oz.  gin 

1/2  oz.  dry  vermouth 


2  dashes  orange  bitters 

•  Shake  and/or  stir  with  ice  and 
strain  into  a  Martini  glass. 
Garnish  with  olive. 

Shake  your  Martinis  and  they'll  come 
out  with  a  nice  icy  bite;  stir  them  if  you 
want  a  silkier  consistency.  Either  way,  use 
ice  untainted  by  municipal  chlorine  and 
free  from  memories  of  trout  caught  last 
summer.  All  that's  left  is  to  decide  whether 
to  garnish  your  drink  with  an  olive  or  a 
twist  of  lemon.  The  purest  of  the  purists 
are  militant  about  the  slice  of  lemon  peel, 
twisted  ever  so  gently  over  the  glass,  that 
imparts  a  delicate  mist  of  citrus  oil  to  the 
Martini's  surface.  I  prefer  an  olive  or  three 
(two  being  both  bad  luck  and  bad  form)  in 
my  drink.  I  like  the  savory  hint  of  brine 
that  comes  with  the  garnish  in  the  glass, 
and  I  like  eating  the  olives  as  a  coda  to  the 
cocktail — who  can  snack  on  lemon  peel?  • 

Excerpted  from  How's  Your  Drink?: 
Cocktails,  Culture,  and  the  Art  of  Drinking 
Well,  by  Eric  Felten;  Agate  Surrey;  $20. 


ForbesLife  !  81 


"Flight"  director 
Kermit  Weeks 


I set  this  up  so  that  you  have  to  jump  out  of  an  air- 
plane to  enter  the  attraction,"  Kermit  Weeks  says 
as  we  make  our  way  along  the  dimly  lit,  noisy  and 
spartan  interior  of  a  military  cargo  plane.  Is  he  serious? 
Weeks,  who  at  54  still  sports  a  thick  mustache  and  a 
below-the-shoulder  ponytail,  is  gesturing  toward  a  draf  tv, 
open  door  at  the  front  ot  the  fuselage.  The  door  has  a  green 
JUMP  sign  flashing  above  it,  but  an  impenetrable  layer 
of  pitch-black  darkness  obscures  whatever  lies  beyond. 
I'm  not  sure  I  wore  the  right  shoes  for  this  experience. 

I  gather  my  courage  and  step  through  the  door. .  .onto 
a  completely  flat  surface.  I  can  see  Weeks  grinning  faintly 
in  the  dim  glow  of  the  imitation  starlit  night  surround- 
ing us.  "Eventually,  I'm  going  to  incorporate  a  real  jump 
line,  with  harnesses,"  he  says,  already  moving  toward  the 
next  attraction.  "But  even  now,  people  think  they're  about 
to  jump.  And  that's  the  point.  To  knock  them  off  center, 
have  them  connect  emotionally  to  the  experience." 

Weeks' walking  pace  matches  his  rapid-fire  barrage 
of  words  and  ideas,  and  I'm  struggling  to  keep  up — on 
a  lot  of  levels.  He's  guiding  me  through  the  ongoing 


Sky's 
The  Limit 

Kermit  Weeks  has  a  vision:  I 
to  build  a  flight-themed 
wonderland  rivaling  that 
tourist  attraction  down  the  roa 
called  Walt  Disney  World. 
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G  Super  Blu™  -  Dual  format  high-definition  player  from  LC. 

jijoy  every  high-definition  movie  available  without  worrying  about  which  format  to  choose.  Engineered  with 
n  innovative  Multi  Laser  Optical  system,  the  latest  generation  Super  Blu  Player  is  fully  compatible  with  both 
iu-ray  Disc™  and  HD  DVD™.  Combine  it  with  a  1080p  display,  such  as  one  of  LC's  plasma  or  LCD  models, 
i}d  your  senses  will  be  attacked  by  the  ultimate  entertainment  experience. 


'.007  LC  Electronics  U.S.A..  Inc..  Englewood  Cliffs.  N).  LC  Design  and  Life's  Good  are  trademarks  of  LC  Electronics,  Inc. 
other  trademarks  are  the  property  of  their  respective  owners.  Design  and  specifications  subject  to  change  without  notice. 


redesign  and  reinvention  of  his  museum 
and  tourist  destination,  Fantasy  of  Flight, 
located  just  a  few  miles  down  the  road 
from  Disney  World  in  central  Florida. 
When  Weeks  bought  the  property  20  years 
ago,  his  goal  was  simply  to  build  a  better 
home  for  his  collection  of  vintage  air- 
planes— no  small  feat,  considering  Weeks 
has  the  largest  private  historic  aircraft 
collection  in  the  world. 

All  told,  Weeks  owns  more 
than  140  civilian  and  military 
planes  from  various  eras,  ranging  IOF 
from  the  dawn  of  powered  flight 


that  not  everyone  is  interested  in  air- 
planes, but  we  all  have  a  fascination  with 
flight.  "Flight  is  the  most  profound  meta- 
phor for  what  goes  on  inside  us,"  he  says. 
"I'm  not  here  to  teach  history  or  avia- 
tion," he  continues,  loudly,  over  the  re- 
corded noise  of  artillery  explosions  and 
machine-gun  fire  as  we  make  dur  way 
through  a  full-scale  set  of  World  War  I 


I  want  to  [present  these  stories]  in  an  en 
tertaining  and  rewarding  way  that  spark 
people  to  learn  and  grow."  Over  the  no) 
five  years,  he  plans  to  incorporate  mom 
audiovisual  aviation  narratives  into  thfl 
museum.  He's  also  bought  almost  2,001 
acres  of  adjoining  land  so  that  he  ca| 
eventually  expand  Fantasy  of  Flight  into 
far  larger,  "inspirational"  theme  park  wit 


"Flight  is  the  most  profound  metaphoi 
what  goes  on  inside  us,"  says  Weeks. 


to  intercontinental  airline  travel.  The  col- 
lection includes  distinctive  World  War  I 
and  World  War  II  warbirds  such  as  a 
Fokker  D-VIII  fighter  and  a  Consolidated 
B-24  Liberator  bomber,  as  well  as  rarities 
like  a  Short  Sunderland  flying  boat,  a  1929 
Lockheed  Vega  and  a  1911  Curtiss  Pusher. 

Fantasy  of  Flight  has  exhibited  Weeks' 
planes  to  visitors  since  1995.  Now  he 
wants  to  evolve  his  airplane  wonderland 
into  a  grander,  more  experiential  theme 
park  on  an  order  of  magnitude  set  by  Walt 
Disney  a  half  century  ago. 

At  the  core  of  Weeks' vision  is  the  idea 


trenches,  biplane  fighters  suspended  in  the 
smoke-filled  night  sky  above  us.  "This  is 
about  pushing  our  boundaries,  reaching 
beyond  ourselves,  and,  in  the  end,  [it's] 
about  freedom." 

Weeks  hopes  to  convey  that  sense  of 
freedom  to  his  visitors  through  "immer- 
sion experiences"  like  the  jump  plane  sce- 
nario and  this  World  War  I  trench  exhibit, 
in  addition  to  flight  simulators  and  audio- 
tape dramatizations  related  to  specific  air- 
planes in  the  museum.  "I  don't  care  where 
the  story  comes  from,  as  long  as  it  relates 
to  and  teaches  the  human  experience.  And 


rides  and  exhibits  he's  calling  "Orlamp: 
(logical,  since  his  land  is  situated  halfw: 
between  Orlando  and  Tampa). 

For  Orlampa,  Weeks  wants  to  incluc 
a  resource  center  bringing  together  ma} 
sage  therapists,  meditation  gurus,  eva 
Outward  Bound  instructors — specialise 
in  the  field  of  self-discovery — as  well  as  en 
ate 'a  conference  center  for  the  exchange 
ideas  on  the  subject  of  human  potential, 
can  be  dizzying  to  hear  him  sketch  out  til 
scale  of  his  ambitions,  but  Weeks  has 
track  record  that  makes  even  the  wildes 
sounding  goals  and  dreams  hard  to  di 
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miss.  By  the  age  of  24,  he'd  not  only  de- 
signed and  built  his  own  competitive  aer- 
obatic  biplane  but  had  also  flown  it  to  a 
spot  on  the  U.S.  Aerobatic  Team. The  fol- 
lowing year,  he  took  second  place  in  the 
World  Aerobatic  Championship  against  a 
powerful,  state-sponsored  Soviet  team  of 
crack  pilots — an  unheard-of  accomplish- 
ment for  a  U.S.  pilot  of  any  age  or  experi- 
ence level.  Weeks  then  went  on  to  win  two 


dollars  a  year.  His  collection  of  airplanes 
has  increased  substantially  in  value  over 
the  years,  and  Weeks  has  made  smart 
real  estate  investments — but  it's  the  orig- 
inal oil  money  that  has  funded  the  on- 
going development  of  Fantasy  of  Flight 
and  Orlampa. 

The  money  has  also  allowed  Weeks  to 
indulge  in  some  luxurious  re-creations  of 
art  deco  design,  or  "art  deco-dence,"  as  he 


Some  might  find  Weeks'  dreams 

and  philosophies  far-fetched. 


the  potential  they  all  have  inside  them 
selves  before  hopping  in  a  World  War  I 
airplane  for  a  demonstration  flight,  con] 
veying  the  ingenuity  of  a  nation  at  war  ill 
a  visceral  and  tangible  way. 

Some  might  find  Weeks'  dreams  an<i 
philosophies  far-fetched.  And  no  ques 
tion — Weeks  marches  to  his  own  rhythm; 
without  regard  to  what  others  might  thinh 
He  holds  back  nothing,  discussing  alter) 
nate  realities  with  the  same  open 
ness  with  which  he  describes  th 
challenges  of  landing  a  World  War 
biplane  in  a  crosswind.  His  sincer 
ity  and  investment  in  wanting  t< 


The  man  with  the 
most  toys  wins. 


national  championships  and  20  national 
and  international  medals,  and  was  ranked 
among  the  top  three  aerobatic  pilots  in  the 
world  five  times. 

Weeks' various  passions — for  airplanes, 
flying,  music,  self-discovery  and  now  in- 
spirational theme  park  development — 
were  made  possible  by  his  grandfather's 
fortuitous  discovery  of  oil  off  the  coast 
of  Australia  in  1959.  His  grandfather  div- 
ided the  royalties  among  all  the  family 
members,  eventually  giving  voung  Kermit 
an  automatic  income  of  several  million 


wryly  terms  it.  His  two-story  office  has 
a  24-karat  gold  leaf  ceiling,  velvet  walls, 
ebony  paneling  imported  from  Uganda 
and  authentic  animal  skin  accents,  in 
keeping  with  the  opulent  "safari"  themes 
popular  among  the  1920s-era  elites. 

And  yet,  one  gets  the  sense  that  while 
Weeks  certainly  enjoys  the  comforts  of 
wealth,  he  remains,  at  the  core,  an  eclectic 
mix  of  aviation  enthusiast,  focused  engi- 
neer and  1960s  free  spirit.  He  bounces 
around  the  museum  in  jeans  and  sneakers, 
giving  a  passionate  talk  to  visitors  about 


help  others,  however,  couldn't  be  clearel 
TOTO,  I  THINK  THIS  MAN  CAN  HELP  II 
reads  a  sign  outside  Weeks' inlaid-woc 
office  doors  (patterned  after  those  in  tl 
Chrysler  building  in  New  York).  It's  d 
homage  to  one  of  his  favorite  movies  of  s 
time,  The  Wizard  of  Oz.  "The  Wizard  w 
just  a  guy  bumbling  through  life,"  Wee 
says,  "with  a  fascination  for  flight,  wrl 
was  trying  to  help  people  realize  the 
dreams  and  find  their  way  home."  H 
pauses.  "And  that's  really  what  I'm  tryii 
to  do  here  too."  • 
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turbQchef 


Cooks  up  to  15  times  faster. 
Roast,  bake,  broil,  toast  or  even  dehydrate 
to  perfection  in  a  fraction  of  the  time 
The  TurboChef  Speedcook  Oven's  patented 
Airspeed  Technology  "  makes  it  possible 


More  flavor. 

Faster.  And  better.  Meats  come  out 
caramelized,  moist  and  tender.  Baked 
goods,  golden  and  flaky.  And  roasted 
vegetables,  crisp  and  flavorful. 


Designed  for  only  one  kitchen.  Yours. 
Whether  it's  the  intuitive  interface  with 
nearly  500  cooking  profiles  or  the  ability 
to  save  your  favorite  recipes,  no  other  ■ 
oven  offers  you  the  control  of  a  TurboChef. 
Choose  from  7  color  options,  including 
stainless.  For  more,  call  866-54-ENJOY 
orvisitTHE0VENREINVENTED.COM. 

THE  OVEN.  REINVENTED, 


Sport  by  Dick  Teresi 


You  Don't 
Know  Tiddly 

In  the  bare-knuckle  world 

of  competitive  tiddlywinks, 
squops,  gromps  and  Bristols  are  all  fair  play. 


hen  Dave  Lockwood  sidled  up  to  the  pad  to 
face  Larry  "King"  Kahn  in  the  penultimate 
round  of  the  championship  series,  the  ten- 
n  in  the  room  was  so  palpable  one  could  cut  it  with 
ull  squidger — not  that  anyone  in  this  crowd,  which 
luded  four  former  world  champions,  would  be  in  pos- 
sion  of  a  dull  squidger. 

Lockwood,  trailing  Kahn  in  the  overall  competition 
three  points  and  needing  a  decisive  win  to  pull  ahead, 
nched  an  all-out  attack.  We're  not  talking  about  a 
ncy-boy,  Indianapolis  Colts,  Peyton  Manning  attack, 
t  rather  a  1985  Chicago  Bears  attack,  both  safeties  and 
:ry  linebacker  on  a  blitz,  to  hell  with  the  consequences. 
It  started  to  work,  too.  Lockwood  commandeered 
luge  pile  of  winks,  but  then  Kahn,  a  former  world 
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champion,  executed  a  masterly  Bristol, 
and  the  2007  North  American  Singles 
Tiddlywinks  title  was  his.  It  is  here  that 
the  responsible  journalist  should  explain 
what  a  Bristol  is,  but  let  us  put  such  tech- 
nicalities aside  for  the  moment  in  favor  of 
a  revelation: 

Tiddlywinks  is  a  sport,  or  so  the  winkers, 
playing  here  at  the  local  high  school  in 
Ithaca,  New  York,  kept  telling  me.  It 
requires  the  foresight  and  strategy  of 
chess,  but,  as  one  must  shoot  the  winks  to 
the  desired  location,  the  game  takes  a 
good  bit  of  physical  prowess  as  well. 
Former  world  champion  Severin  Drix 
called  tiddlywinks  a  cross  between  chess 
and  pool,  an  ideal  mix  of  skill,  strategy  and 
luck.  I  would  add  "obsession." 

Created  in  1888  by  an  English  pub 
owner  to  amuse  his  patrons  between  brawls, 
tiddlywinks  was  a  simple  game  in  which  a 
player  pressed  one  disk,  a  squidger,  down 
on  the  edge  of  another  to  force  it  to  fly 
through  the  air  and  into  a  cup,  a  move  called 
"potting."  For  decades  it  remained  a  pas- 
time primarily  for  children. 

The  game  was  transformed  in  1955  at 
Cambridge  University,  where  students 
instituted  a  set  of  rules  more  prolix  than 
the  Salt  II  accord. Tiddlywinks  now  takes 
place  on  a  six-foot-long  table  covered  with 


a  mat,  these  days  made  of  orthopedic 
foam,  which  provides  lift  and  predictabil- 
ity when  squidging  a  wink. 

Tiddlywinks  is  normally  a  pairs  game, 
with  four  colors  of  winks:  blue,  green,  red 
and  yellow.  Each  player  gets  six  winks  of 
the  same  color:  four  small  winks  of  16- 
millimeter  diameter  and  two  larger  22mm 
winks.  Blue  and  red  are  partners,  as  are 
green  and  yellow  (in  singles,  players  take 
two  colors).  Play  proceeds  alphabetically 
(blue,  green,  red,  yellow),  with  each  player 
starting  at  a  corner  of  the  table.  A  small 


pot,  38mm  high,  with  a  48mm  opening  at 
the  top,  sits  in  the  center. 

Scoring  is  what  primarily  separates  the 
adult  game  from  the  child's  version.  A 
player  earns  three  points  for  each  wink  he 
has  shot  into  the  pot  and  one  point  for 
each  wink  that  remains  uncovered  by  an 
opponent's  wink.  This  means  that  tiddly- 
winks  is  mainly  a  defensive  game. 


At  the  Ithaca  tournament,  I  tried  m 
hand  at  potting.  I  barely  missed  my  first  al 
tempt,  then  potted  six  straight  winks  fron 
various  distances  and  angles.  I  though! 
aha,  I  finally  have  found  my  sport.  Thi 
would  be  true  if  we  were  playing  the  oil 
pub  brand  of  tiddly.  But  in  the  Cambridge 
improved  version,  potting  isn't  everythini 
In  fact,  I  witnessed  many  matches  in  whic 
nary  a  wink  ended  up  in  the  pot.  As  in  gol 
you  pot  for  show,  and  "squop"  for  dough, 
only  there  were  some  dough. 

Covering,  or  squopping,  your  oppc 
nent's  wink,  which  takes  it  out  of  pla; 
turns  out  generally  to  be  a  better  stratejj 
than  going  for  the  pot.  The  odds  favor  tri 
player  who  controls  the  field  of  winks  an 
plays  for  a  low  score  over  he  who  guns  fo 
three-pointers.  Players  vie  to  control  eve; 
growing  piles  of  winks  by  landing  or 
ol  their  colors  on  top.  A  single  wink  ca 
theoretically  squop  any  number  of  wink 
Picture  here  not  a  neat  stack,  like  a  co| 
umn  of  poker  chips,  but  a  "shingled"  pil 
a  cascade  of  winks,  each  covering  the  oi) 
beneath  like  a  fanned-out  deck  of  cardsj 

At  the  national  championships,, 
watched  Ferd  "the  Bull"  Wulkan  tal 
on  Joe  Sarnelle  in  an  early  round.  Sever1 
Drix  served  as  my  game-day  comment: 
tor.  Drix,  a  high  school  math  teacher,  art 
Wulkan,  a  labor  organizer,  both  attendt 
the  Bronx  High  School  of  Science,  grat 
uating  in  1964. 

Drix  explained  that  there  are  tv 
American  capitals  of  winking:  Ithaca  ai) 
Cambridge,  Massachusetts.  Wulkan  we: 


on  to  MIT,  where  he  helped  spark  t. 
Cambridge  effort,  while  Drix  attend' 
Cornell  and  spearheaded  the  Ithaca  win 
ing  machine.  Since  1965,  the  bulk  of  Ar 
erican  winkers  have  come  from  Cornei 
MIT  and  Harvard. 

Alas  the  game  has  never  moved  in 
the  mainstream,  as  Drix  was  remindec 
few  years  ago  when  he  attempted  to  cr<j| 


Severin  Drix  called  tiddlywinks  a 
cross  between  chess  and  pool,  an 

ideal  mix  of  skill,  strategy  anj 
luck.  I  would  add  "obsession." 
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MY  TASS  IMOMENT: 

THE  THRILL  OF  CHOOSING 
WHICH  WAY  TO  GO. 


Nothing  lets  you^discover  a  world  of  coffees,  real  milk  cappuccinos  and  lattes, 
teas,- espressos,  cremas  and  hot  chocolate  like  TASSIMO.  With  36  varieties 
of  premium  brands  and  flavors  to  choose  from,  you  can  satisfy  your  every 
desire  at  the  touch  of  a  button.  One  fresh-brewed  cup  at  a  time.  And  make 
any  moment  a  TASSIMQMENT.  For  more  information,  visit  tassimo.com 


brI 


ASSIIS/IO 

A  CUP  FOR  YOUR  EVERY  DESlI 


AN  EXCITING 
NEW  WAY  TO  GO: 

STARBUCKS  COFFEE 
AT  THE  TOUCH  OF 
A  BUTTON. 


Now  TASSIMO  lets  you  enjoy  the 
rich,  full  taste  of  Starbucks  -  coffee, 
one  perfectly  brewed  cup  at  a  time 

The  secret  is  the  Starbucks"  coffee  T  DISC 
which  was  developed  to  provide  just  the  right 
proportion  of  coffee  to  water  -  an  essentia 
part  of  the  Starbucks  brewing  philosophy. 

Try  Starbucks'  Breakfast  Blend, 
House  Blend,  Caffe  Verona*- 
and  Africa  Kitamul"  Each  one 
a  TASSI MOMENT  in  the  making. 


ASSIIVIO 

A  CUP  FOR  YOUR  EVERY  DESIRE 


SaAjrie  4$  ft*  latt-m  «ao  are-  1 
ysewi  uaoewte  olSatwcte  'A 


he  Canadian  border.  Border  guards  asked 
hat  business  Drix  and  his  party  had  in 
oronto.  Drix  replied,  "We're  going  to  a 
iddlywinks  tournament."The  guards  tore 
heir  cars  apart. 

Drix  provided  analysis  as  Wulkan  and 
arnelle  went  at  it.  Early  on  Wulkan  "nur- 
led"  a  wink.  A  nurdle  is  a  wink  that  lands 
oo  close  to  the  pot  so  it  can't  be  potted 
n  a  subsequent  shot.  It  is  an  embarrass- 
ng  but  not  fatal  error.  The  game  moved 
wiftly  under  a  20-minute  clock,  the  play- 
rs  spending  fewer  than  30  seconds  on 
ach  move.  Wulkan  took  control  quickly, 
quopping  Sarnelle's  winks.  At  one  point, 
ne  of  Wulkan's  piles  was  threatened,  so 
e  executed  a  "gromp."That  is,  he  was  able 

squidge  the  entire  pile  so  it  moved  to 
more  advantageous  position  en  masse, 
oon,  Wulkan  was  taking  three  turns  to 


neuvers  included  the  feeb,  piddle,  boon- 
dock, kumquat,  megacrud,  xylophone 
and  the  lunch.  About  which,  the  less 
known  the  better. 

The  big  talk  at  the  tournament,  how- 
ever, was  about  the  impending  "squidger 
shortage."  Winkers  carry  little  tins  full  of 
different  squidgers  just  as  golfers  carry  a 
bag  of  clubs.  Drix  showed  me  his.  He  uses 
at  least  six,  all  within  the  allowable  size  of 
1  to  2  inches  in  diameter:  a  medium-size 
potting  squidger,  a  very  thick  one  for  long 
distance,  a  grainy  disk  for  more  friction,  a 
large  squidger  that  allows  him  to  squidge 
more  than  one  wink  at  a  time,  a  special 
squopping  squidger  and  a  thin  squidger 
for  getting  into  dense  piles.  Drix  said  there 
is  not  much  financial  impetus  driving 
manufacturers  to  devote  a  factory  or  two 
to  squidger  fabrication  given  that  there  are 


In  the  Cambridge-improved 
ersion  of  tiddlywinks,  potting  isn't 

everything.  As  in  golf,  you  pot  for 
show,  and  "squop"for  dough. 

If  only  there  were  some  dough. 


arnelle's  one.  When  one  player  squops 
1  his  opponent's  winks  of  one  color, 
e  opponent  cannot  move  those  winks 
d  loses  that  color's  turn.  Start  losing 
is  kind  of  defensive  battle,  and  you  are 
apped  in  an  inexorable  downward  spiral, 
ffense  cannot  save  you.  The  denoue- 
ent  came  when  Sarnelle  potted  one  of 
s  few  un-squopped  winks  from  a  pro- 
gious  distance.  It  traced  a  long,  lovely 
rabola  in  the  air  and  clinked  beautifully 
the  center  of  the  pot.  I  thought,  "Wow, 
ree  points." 

Drix  said,  "That's  Joe's  way  of  resign- 
g."  What  winks  were  not  squopped 
re  virtually  unusable.  His  situation  was 
nstipated,"in  the  parlance.  Sarnelle  had 
en  up  with  a  dramatic  potting  gesture, 
"ulkan  won  6-1  under  a  scoring  system 
at  converts  total  points  to  "ordinals"  in 
e  color  scheme  and. .  .well,  let's  just  say 
at  the  crowd  went  wild. 
Most  of  the  matches  I  watched  during 
e  tournament  were  defensive  struggles 
e  this  one,  games  that  came  down  to 
uops,  gromps  and  Bristols.  Other  ma- 


approximately  70  major-league  winkers  in 
North  America.  Many  winkers  make  their 
own  squidgers  using  a  drill  press  or  some- 
times reshaping  a  poker  chip  on  a  lathe. 

But,  to  paraphrase  Lance  Armstrong, 
it's  not  about  the  squidger.  I  keep  thinking 
about  Larry  Kahn's  Bristol  against  Dave 
Lockwood  in  the  pivotal  match.  Let's 
allow  Lockwood  to  explain:  "A  Bristol, 
named  for  its  invention  at  the  University 
of  Bristol  in  the  UK,  is  a  subset  of  gromps, 
which  moves  a  pile  of  winks  together  to 
try  to  capture  additional  enemy  winks. 
The  two-wink  Bristol  shot  in  my  game 
with  Larry  came  after  he  blew  up  a  pile,  a 
few  preliminary  squops  occurred,  and  then 
I  squopped  onto  a  pile  with  several  of  my 
winks. This  is  the  one  shot  I  regret,  be- 
cause I  didn't  take  the  pile  sufficiently 
far  from  Larry's  single  squop.  He  was  able 
to  Bristol  over  and  squop  my  wink.  This 
pile  eventually  swallowed  most  of  my 
winks,  and  what  was  a  close  game  after  the 
blowup  turned  into  a  solid  win  for  Larry." 

The  important  thing  is,  nobody  got 
hurt.  • 


Auctions  by  Stephanie  Cooperman 


1 

ast  May,  Sotheby  s  and  Christie  s  auctioned  off 
-  more  than  $639  million  worth  of  modern  and. 
contemporary  art  in  two  New  York  auctions 
less  than  a  day  apart.  Collectors  from  the  East  made  their 
presence  felt.  For  the  first  time,  Russian  rubles  appeared 
on  the  currency  board.  The  anonymous  caller  who  snagged 
Warhol's  Green  Car  Crash  (Green  Burning  Car  I)  for  a 
cool  $71.7  million  was  from  Asia.  And  Francis  Bacon's 
Study  from  Innocent  X — one  of 
his  signature  distorted  figures — 
sold  for  $52.6  million,  $20  mil- 
lion more  than  its  estimate. 

Yet  the  art  market  is  not  im- 
mune to  global  financial  turmoil.  In  mid-October,  at 
a  Christie's  auction  in  London,  Bacon's  Study  from  the 
Human  Body,  Man  Turning  on  the  Light  sold  tor  $16.4 
million,  $1.9  million  less  than  some  estimates.  A  Warhol 
failed  to  move  at  all.  If  the  auction  world  is  a  roller 
coaster,  we  may  have  hit  a  bump  in  the  track. 

Sales  in  Paris,  then,  typically  overshadowed  by  big 
brothers  in  New  York  and  London,  demand  a  closer 
look.  Sotheby's  contemporary  and  modern  art  auctions 
right  before  the  holidays  will  feature  local  French  heroes 
alongside  international  heavyweights  Francis  Picabia 
{Ergo)  and  Man  Ray  (Juliet  and  Portrait  of  Patti  Cadby 
Birch,  both  from  Cadby  Birch's  private  collection).  Bacon 
will  also  be  back  on  the  block.  His  1961  Seated  Woman 
(Portrait  of  Muriel  Brecher),  another  nightmarish  figure, 
is  estimated  to  fetch  between  $10.7  and  $14.3  million. 

Picasso's  Un  Matin  au  Harem  will  probably  get  a 
few  paddles  waving.  The  colored-crayon-on-paper  work 
from  1954  may  represent  two  women  Picasso  had  an  in- 
terest in  at  the  time:  Jacqueline,  the  woman  who  would 
become  his  second  wife,  on  the  left  and  an  unidentified 
woman  on  the  right.  "Picasso  often  put  women  in  com- 
petition," says  Andrew  Strauss,  who  runs  Sotheby's  im- 
pressionist and  modern  art  department  in  Paris.  "Still, 
you  can  see  the  joyfulness  he  put  in  his  work." 

Though  Strauss  says  price  fluctuation  is  not  surpris- 
ing, he  believes  modern  and  contemporary  art  still  has 
upward  potential  regardless  of  market  pressures. 

"Art  is  not  a  luxury.  For  a  few,  it  is  a  necessity,"  Strauss 
says.  "We  call  it  the  collecting  disease.  These  people 
would  give  up  their  last  meal  to  get  a  work  of  art." 

The  fast  begins  in  December.  • 

Sotheby's  contemporary  and  modern  art  auctions,  December 
12  and  13,  Paris.  See  www.sothebys.com  for  full  catalog. 


State  of  the  Art 


After  a  year  of  record 

high — but  inconsistent- 
sales,  all  eyes  turn  to  Paris 
for  Sotheby's  modern  and 
contemporary  art  auctions 


Picasso's  Un 
Matin  au  Harem 
may  fetch  more 
than  $1  million. 
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DELLIS 

CAY 


PRIVATE  ISLAND  RESIDENCES  AND  VILLAS  IN  THE  TURKS  AND  CAICOS 

3f)t"  )n  a  private  island  in  the  Caribbean,  there  exists  one  of  the  world's  rarest  living  experiences.  With  the  talent  of  seven  internationally 
|enowned  architects  and  the  award-winning  hospitality  services  of  Mandarin  Oriental,  Dellis  Cay  will  grace  you  with  the  privacy 

and  luxury  you  deserve  in  the  most  idyllic  location  ever  imaginable. 


ion 


he  first  of  this  exclusive  collection  designed  by  Piero  Lissoni  are  the  Hotel  Residences  and  a  collection  of  Ocean  and  Beach 

Villas.  Ownership  opportunities  are  limited  and  begin  at  $2  million. 

For  inquiries,  call  or  visit  us  online  +1  800  644  0533 
www.delliscay.com 


THE  RESIDENCES  

MANDARIN  ORIENTAL 
DELLIS  CAY 


v  Obtain  the  Property  Report  required  by  Federal  Law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  This  is  not  an  offering  in  any  jurisdic- 
•J  tion  where  prior  qualification  is  required  and  no  marketing  or  sales  literature  will  be  forwarded  to  or  disseminated  in  such  jurisdictions  unless  we  have  met  sue h  qualifications.  AH  images  are  conceptual 
renderings  and  we  expressly  reserve  ilie  right  to  make  modifications.  All  prices  are  estimates  only  and  are  subject  to  change  without  notice.  We  are  pledged  to  the  letter  and  spirit  of  L'S  policy  for  the 
itevcment  of  equal  housing  opportunity  throughout  the  nation.  We  encourage  and  support  an  affirmative  advertising  and  marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because 
face,  color,  religion,  sex.  handicap,  familial  status,  or  national  origin.  The  O  Property  Collection  and  its  affiliates  are  Hie  developers  and  offerors  of  the  real  property  being  ottered  for  sale  as  the  Residences 
Mandarin  Oriental  Dellis  Cay.  Turks  and  Caicos  ("Residences").  Neither  Mandarin  Oriental  Hotel  Group  nor  any  affiliate  thereof  ("Mandarin  Oriental"),  nor  thetr  respective  officers,  directors,  agents  or 
ployees  are  in  any  way  Offerors,  issuers  or  underwriters  of  any  offering  for  sale  of  the  Residences.  Mandarin  Oriental  has  not  assumed  and  shall  not  have  any  liability  arising  out  of  the  sale  of  the 
sidences.  including,  without  limitation,  any  liability  or  any  responsibility  for  any  financial  statements,  projections  or  other  financial  information  contained  in  any  sales  anif  marketing  materials,  prospectus 
similar  written  or  oral  materials  Mandarin  Oriental  does  not  guarantee  or  represent  that  all  or  any  of  the  Residences  will  remain  branded  as  "Mandarin  Oriental"  for  any  set  term,  since  tfie  rel*  ■  ant  license 
y  be  terminated  by  the  parties  thereto  at  any  time  in  accordance  with  its  terms  or  at  law. 
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j  Uj  1 


Collecting  by  Finn-Olaf  Jones 


) wight  Cleveland,  a  48-year-old  Chicago  real  es- 
tate developer,  stares  intently  as  a  dry-cleaning 
squeegee  steams  the  outermost  poster  from  an 
Ad  movie  theater  display  board  he  picked  up  from  an 
intiques  dealer  in  Duluth,  Minnesota.  At  least  a  dozen 
)ther  vintage  1930s  movie  posters  are  pasted  under- 
leath.  Not  even  Hitchcock  can  rival  the  suspense  in  the 
[teamy  air  as  Cleveland  waits  to  see  what  will  be  re- 
pealed. "The  '30s  produced  some  of  the  most  sought- 
Lfter  posters,"  Cleveland  says.  "Some  of  the  posters  here 
lould  be  junk  or  could  be  worth  tens  or  even  hundreds 
)f  thousands  of  dollars.  I  probably  wouldn't  have  gone 
Ihrough  such  lengths  a  few  years  ago,  but  this  is  kind  of 
i  crazy  market." 

Movie  posters,  once  considered  throwaway  by-pro- 
lucts  of  the  film  industry,  are  big  business.  With  deep- 
locketed  collectors  bringing  a  nostalgia  for  classic 
hovies  and  a  renewed  appreciation  for  20th-century 
[raphic  art,  posters  are  fetching  blockbuster  prices. 
Lst  two  years  ago  a  poster  for  the  1927  sci-fi  classic 
Metropolis  sold  for  $690,000,  burying  the  half-million- 
lollar  price  record  paid  for  the  poster  from  the  1932 
lorror  flick  The  Mummy. 

"There's  always  been  a  small  group  of  movie  buffs 
pterested  in  this  market,  but  it  took  a  big  step  forward 
h  the  '90s,  when  eBay  and  then  the  big  auction  houses 
prew  in]  a  larger  audience,"  says  Grey  Smith,  director 
If  vintage  movie  poster  auctions  at  Heritage  Auction 
lalleries  in  Dallas.  "This  could  well  be  the  golden  age  of 
loster  collecting.  We've  sold  $25-million  worth  in  the  six 
:ars  we've  been  in  this  business,  and  we're  probably  not 
Ir  off  from  the  first  million-dollar  poster." 

Morris  Everettjr.,  of  Kirtland,  Ohio, who  started  col- 
Icting  in  1961,  agrees.  "When  I  first  started,  I'd  buy  sets 
:lobby  cards  [small  posters  printed  on  card  stock  for  in- 
Ide  displays]  for  50  cents  out  of  dusty  boxes  in  used 
okstores  and  everyone  thought  I  was 
ts.  Now  a  single  Humphrey  Bogart 
d  fetches  as  much  as  $6,000."  Everett, 
o  has  170,000  posters  in  his  private 
llection  alone  and  another  three  mil- 
m  movie  stills,  has  turned  his  horde  into  a  major 
lage-library  business  and  runs  annual  poster  auctions 
id  conventions.  "Until  the  '80s,  I  did  this  for  fun,  never 
inking  I'd  be  able  to  make  a  living  off  of  it,"  says 
yerett,  who  estimates  his  collection  of  posters  alone 
auld  fetch  over  $10  million.  "In  the  years  I've  been  coi- 
ning, movie  posters  have  probably  outperformed  gold, 
imps,  coins,  comic  books  and  even  the  stock  market." 


Dwight  Cievelani 
and  a  few  of  hi: 
25,000  poster: 


Poster  Boy 


Blockbuster  prices 
for  movie  posters  bring 

out  the  Indiana  Jones  in 
collector  Dwight  Cleveland. 
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It  took  Cleveland  years  of  cajoling  before  an 
Italian  collector  sold  him  Casablanca  for 
$4,000.  Now  it  may  be  worth  ten  times  that. 

each  one  with  a  chase  story  worthy  o 
The  Maltese  Falcon.  There  was  the  time  hi 
heard  of  a  house  in  rural  Michigan  wherJ 
remodeling  had  turned  up  insulatior 
made  of  old  movie  posters;  he  appearecj 
with  a  sledgehammer  to  join  the  job,  re 
suiting  in  one  of  only  three  known  copiel 
of  Foot  light  Parade,  an  art  deco  gem,  nov| 
gracing  his  back  hallway.  Value?  Cleveland 
estimates  it  as  at  least  $10,000.  Not  bad 
for  insulation. 

Two  vivid  Japanese  posters  of  Th\ 
Outlaw  and  The  Quiet  Man  elicit  a  detec 
tive  tale  of  tracking  down  an  elusive  collec- 
tor on  the  streets  of  Tokyo.  "I  knew  hin 
as  a  male  collector  here  in  the  U.S.,  but  h 
was  almost  impossible  to  find  over  there— 
because,  as  it  turns  out,  he  was  living  a  ver 
prominent  life  in  Japan  as  a  woman." 

But  the  pride  of  the  collection  is  I 
poster  of  Casablanca,  looking  at  you,  kit 
from  the  front  hall.  Although  Casablants 
posters  are  among  the  most  sought  aftei 
this  one's  a  star:  It's  Italian  and  looks  s, 
vibrant  you  practically  want  to  bum 
smoke  off  Bogie.  "I  took  planes,  trairj 
and  automobiles  to  the  owner's  house  in 
remote  town  on  Italy's  heel.  He  didn't  war 
to  sell,  so  I  called  him  every  six  month 
begging.  Finally,  after  ten  years  of  speak 
ing  on  the  transatlantic  phone  using 
the  Chicago  Italian  waiters  and  barbel 
I  could  get  to  translate  for  me,  he  relente 
and  sold  it  to  me  for  $4,000."  Clevelan 
estimates  the  current  value  of  the  post« 


If  the  size  and  breadth  of 
Everett's  collection  makes  him 
the  Spielberg  of  poster  collect- 
ing, Cleveland,  with  his  per- 
fectionist focus  on  scarcity  and 
quality,  is  its  Kubrick — many 
of  his  25,000  posters  are  one- 
of-a-kind.  Having  been  intro- 
duced to  the  hobby  by  a  high  school  art 
teacher,  Cleveland  has  traveled  to  every 
continent  except  Antarctica  to  build  his 
collection,  placing  ads  in  magazines  and 
newspapers  around  the  world  in  a  search 
for  leads.  "I've  collected  poster  art  from 
all  the  Academy  Award  winners,  the 
American  Film  Institute's  top  100  movies 
list  and  posters  with  outstanding  g  aphics 
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"In  the  years  I've  been  collecting,  movie 

posters  have  probably  outperforme 
[old,  stamps,  coins,  comic  books  and  even 
the  stock  market,"  says  Everett. 


from  lesser-known  films.  If  I  can  find  four 
or  five  more  specific  items,  I  think  my  col- 
lection will  be  complete."  Would  he  stop 
hunting  lor  posters  then?  "Probably  not." 

Walking  through  his  immaculately  re- 
stored Victorian  home  in  Chicago  is  like 
being  sucked  into  a  Technicolor  vortex 
of  cinematic  historv.  Some  of  his  walls 
are  literally  papered  over  with  posters, 


is  $30,000  to  $40,000. 

But  his  quests  have  never  really  beel 
about  the  money.  "The  artist  who  designel 
this,  Luigi  Martinati,  later  became  one 
Italy's  great  portrait  painters,"  Clevelar 
says,  gazing  at  the  Italian  Casablanck 
"Look  at  the  color  saturation  in  these  sk| 
tones.  Bogart  never  looked  so  good. " 

Cleveland's  wife,  Gabriela,  a  lawyer  wil 


j> E RETTA  GALLERY:    NEW  YORK  DALLAS   BUENOS  AIRES   PARIS  MILANO  LONDON 

I^WW.BERETTA.COM 


BERETTA 

500  YEARS.  ONE  PASSION 


the  Illinois  Department  of  Transporta- 
tion, seems  bemused  by  her  husband's 
obsession:  "I  learned  from  his  sister  at 
our  rehearsal  dinner  that  he  postponed 
a  planned  marriage  proposal  so  he  could 
disappear  to  Iowa  to  bid  on  an  early 
Mickey  Mouse  poster  he'd  heard  about  in 
a  farm  auction."  The  white  and  red  poster 


gave  $100,000  to  a  seller  who  then  dis- 
appeared into  the  night  without  handing 
Over  the  goods.  "That  was  a  very  long  drive 
home,"  Cleveland  adds. 

What  movie  posters  should  invest- 
ment-minded collectors  acquire?  "I  always 
choose  what  I  personally  like,  and  that's 
worked  well  for  me,"  notes  Cleveland. 


resents 


BARN  DANCE 


of  the  1929  short  Bam  Dance  now  graces 
the  playroom.  Gabriela  has  also  resigned 
herself  to  certain  noirish  aspects  of  the 
poster  hunt.  "On  trips  we've  sometimes 
had  to  wait  in  the  middle  of  the  night  at 
some  intersection  to  meet  one  of  his  con- 
tacts tor  a  movie  poster."  At  one  such  noc- 
turnal stop  in  rural  Missouri,  Cleveland 


"Recorded by  Powers  Cinephone 


"There's  a  so-called  '30-year  rule'  in  this 
hobby  that  means  that  movies  someone 
likes  when  they're  young  and  penniless 
are  what  they're  going  to  collect  when 
they're  old  and  rich.  Right  now  James 
Bond  posters  are  doing  well." 

"Some  of  the  bulletproof  genres  for  in- 
vesting are  1950s  sci-fi  and  horror  movies 


Together  for 
the  first  time/ 

C  L^RK  CLAUDETTE 

OABLE^COLBERT 

$1  Jfcppened 'Onelfytff 

WALTER  CONNOLLY  •  ROSC0E  KARNS 

-FRANK  CAPRA 


Left:  Cleveland  postponed  his  marriage 
proposal  to  bid  on  this  1929  Mickey  Mouse 
poster.  Above:  Uncovered  treasure, 
found  beneath  an  old  movie-poster  display 

because  of  their  kitschy  graphics,"  sav 
Heritage  Auction's  Grey  Smith.  "An 
imation  one-sheets  [posters  made  frori 
a  single  sheet  of  paper  rather  than  th| 
larger  multisheets]  have  real  lasting 
value — Disney  and  Warner  Bros,  issue! 
lots  of  those  with  great,  fun  graphics 
also  have  great  belief  in  early  silent  matt 
rial.  Pickford,  Keaton  and  Chaplin  ai 
probably  going  to  continue  to  increase 
value.  But  other  than  that,  you  have 
trust  your  instinct.  There  are  people  on 
there  who  would  trade  their  grandmoth 
for  the  right  poster." 

The  steam  has  loosened  the  outermo 
poster  on  Cleveland's  board,  allowir 
the  squeegee  operator  to  gingerly  peel 
back  with  a  piece  of  rice  paper.  Claudet 
Colbert's  blond  bangs  and  big-as-th< 
moon  eyes  come  into  view.  Once  tl| 
whole  layer  is  removed,  Clark  Gab 
returns  the  stare.  We  are  looking  at  £ 
immaculate  poster  of  //  Happened  0 
Night,  Frank  Capra's  classic  that  swe 
the  Academy  Awards  in  1934.  Clevelanc 
smile  is  broader  than  Gable's.  "Bingo.'T 
estimates  that  his  find  is  worth  $20,00 
"But  I  think  I  have  a  place  for  it  on  tl 
stairwell  wall."* 


For  more  information,  visit  www. lea 
aboutmovieposters.com  or  Heritage  Aucti 
Galleries  at  www.ha.com. 
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Make  a  reservation  to  drive  off  in  style. 

The  Hertz  Prestige  Collection  allows  you  to  reserve  the  exact  make  and 
model  you  want,  like  the  Infinit;  G35.  It's  the  perfect  marriage  of  style  and 
performance,  with  an  interior  that  leaves  a  good  impression  and  an  engine  that 
leaves  others  in  the  dust.  And  since  it  comes  equipped  with  NeverLostf  Hertz' 
in-car  satellite  navigation  system,  powered  by  Magellan  GPS,  it's  easy  to  find  your 
way  to  excitement.  To  reserve  this  or  any  of  the  luxury  vehicles  included  in  the  Hertz 
Prestige  Collection,  call  your  travel  agent  or  the  Hertz  Prestige  Collection  reservation 
line  at  1-800-654-2250,  or  visit  hertz.com.  Spend  your  vacation  driving  in 
elegance  It's  another  reason  why  We're  Hertz.  They're  Not. 


Prestige  Collection 


rtZ.COm  ®  Reg.  U  S  Pat.  Off.  ©  2007  Hertz  System,  Inc 

bstige  Collection  vehicles  available  at  select  major  market  locations  in  the  U.S.  and  Canada.  Not  all  vehicles  available  in  all  locations. 


Quintessentials  by  Mark  Grischke 


Pearl 
Jam 

Formal  clothes  hit 
a  higher  note  when 
you  add  the 
right  accessories. 


\\  T 

\  /%  /  hen  it  comes  to  formal  wear,  discretion  is 
usually  the  better  part  of  valor.  However, 
a  classic  turnout  in  black  or  white  tie  (with 
its  accompanying  expanse  of  fresh  white  shirtfront 
and  deep  French  cuffs)  offers  even  conservative  types 
the  opportunity  to  show  a  little 
pizzazz.  Cuff  links  and  studs 
in  silver,  gold  or  platinum,  per- 
haps with  a  bit  ot  enamel,  are 
the  fallback  solution.  But  to  really 
make  a  statement,  there's  nothing  I 
like  the  boldness  of  pearls. 

Just  consider  the  precedents: 
Kings  and  emperors  had  them  set 
in  crowns;  Victorians  used  them  on 
stick  pins  in  their  cravats;  and  any  ma 
haraja  worth  his  elephants  wore  strand  upon 
strand.  In  the  1920s  and  '30s,  pearl  studs  were  all  the  rage 
in  nightclub-crazy  New  York  and  Hollywood;  more  re- 
cently, we've  seen  them  worn  by  a  certain  famous  fashion 
designer  with  Fred  Astaire  flair.  Granted,  it  takes  a  big 
man — or  at  least  a  big  presence — to  get  away  with  wear- 
ing pearls.  But  there's  no  better  way  to  show  that  the 
world  is  your  oyster.  Tahitian  black  pearl  cufflinks,  $21,000, 
and  studs,  $14,000,  set  in  white  gold  with  pave'  diamonds, 
from  Harry  Winston  Men  by  Thorn  Browne,  at  Harry 
Winston,  (800)  988-4110,  www.harrywinston.com.  • 
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Real  Escapes  by  Michael  McRae 


Colonial  glamour: 
the  Residence 
on  the  Rocks 


When  Prince  Will  and  her  royal  shyness, 
Kate  Middleton,  patched  things  up  last 
summer,  they  jetted  off  on  separate  flights 
for  a  lovers'  rendezvous  in  the  Seychelles, 
the  honeymoon  and  holiday  hot  spot  of  royals,  rockers 
and  other  paparazzi  prey.  Known  as  Africa's  answer  to 
Hawaii,  the  remote  Indian  Ocean  archipelago  north  of 
Madagascar  is  a  playground  for  publicity-averse  high 
rollers,  not  least  because  they  can  hole  up  in  the  kind  of 
posh  digs  that  former  hotelier  and  longtime  Seychelles 
habitue  Karl  Ammann  recently  completed  on  Mahe 
Island,  the  largest  in  the  Seychelles  group. 

Perched  in  the  lush  tropical  forest  above  the  Banyan 
Tree  Resort  (where  Paul  and  Heather  stayed  in  happier 
days),  Ammann's  retreat  overooks  the  palm-fringed 
coral  beach  and  glittering  turq'  i  ;e  waters  of  Intendance 
Bay.  The  walled  compound  fea     .  - an  airy  Creole-style 
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Offshore 
Holding 

Wildlife  activist 
Karl  Ammann's  new 

Seychelles  retreat 
is  a  villa  fit  for  royalty. 


Unmatched  resources. 
Impeccable  client  service, 
a  track  record  of  distinction. 


Honolulu,  HI  -  $1 1.9  million    MLS#  2712933 


To  view  this  and  thousands  of  other  exceptional  homes, 
visit  coldwellbankerpreviews.com 


m 

CO  LOWELL  BANKER 

PREVIEWS 

INTERNATIONAL 

We  handle  an  average  of  $131  million  dollars  in  luxury  home  sales  every  day*  For  the  experience,  the  knowledge  and  the  resources 
that  make  a  difference,  take  advantage  of  the  Coldwell  Banker  Previews  International®  program. 


'Data  based  on  closed  and  recorded  transaction  sides  of  homes  sold  for  one  million  dollars  or  more  as  reported  by  independently  owned  and  operated  affiliates  in  the  Coldwell  Banker®  franchise  system 
for  the  calendar  year  2006.  It  should  be  used  for  comparison  purposes  only.  Although  Coldwell  Banker  Real  Estate  LLC  deems  this  information  to  be  reliable,  it  is  not  guaranteed. 

©2007  Coldwell  Banker  Real  Estate  LLC.  All  Rights  Reserved.  Coldwell  Banker®,  Previews®  and  Coldwell  Banker  Previews  International®  Are  Registered  Trademarks  Licensed  To 
Coldwell  Banker  Real  Estate  LLC.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity  (Si.  Each  Office  Is  Independently  Owned  And  Operated. 


two-bedroom  main  house  with  verandas 
upstairs  and  down,  a  one-bedroom  guest- 
house and  a  tiled  infinity  pool  with  a  ver- 
tiginous ocean  view. 

The  Swiss-born,  Kenya-based  wildlife 
photographer  and  conservation  activist, 
recently  named  one  of  Time  magazine's 


The  design  and  interior  decor  evoke  a 
sumptuous  plantation  house  from  the  is- 
lands' French  and  British  colonial  eras. 
Each  room  is  stuffed  with  antiques  and 
tribal  pieces  that  Ammann  and  his  wife 
have  collected  over  30  years  of  traveling  in 
Africa  and  Asia.  "The  shopping  was  the 


Ammann's  two-bedroom  house  is  furnished  with  antiques  from  his  travels  in  Africa  and  Asia. 


"Heroes  of  the  Environment"  for  his  cru- 
sade against  the  bush  meat  trade,  named 
his  retreat  "Residence  on  the  Rocks"  after 
the  massive  granite  boulders  that  pop  up 
here  and  there  around  the  property — be- 
neath the  poolside  gazebo,  flanking  the 
Jacuzzi  and  somewhat  incongruously  in 
the  living  room,  where  one  wall  resembles 
a  fossilized  brontosaurus  haunch.  Each 
building  was  carefully  situated  so  as  not  to 
disturb  the  landscape,  and  built  to  exact- 
ing green  standards,  right  down  to  sal- 
vaged Burmese  teak  flooring,  recycled 
French  doors  and  filigreed  cast-iron  rail- 
ings. The  lights  are  LED,  the  drinking 
water  is  purified  with  infrared  light  and 
the  double-insulated  roof  is  fitted  with 
solar  panels.  At  night,  hot  water  is  pro- 
duced by  heat  exchangers  powered  by  the 
air  conditioners. 


fun  part,"  says  Ammann,  who  joined 
Intercontinental  Hotels  in  Africa  after 
graduating  from  Cornell's  hotel  school 
in  1974.  "My  wife  and  I  bought  a  lot  of 
the  furniture  and  architectural  salvage  on 
trips  to  India,  Myanmar  and  Thailand. 
All  of  the  timber  we  used  was  recovered 
from  old  buildings  in  India.  We  had  the 
rugs  made  by  a  women's  collective  in 
Rajasthan.  I  had  everything  shipped  in  by 
container,  which  made  it  quite  easy." 

Not  so  finding  Seychellois  tradesmen 
to  assemble  it  all.  In  the  end,  Ammann 
threw  up  his  hands,  hired  a  resident 
German  architect  as  construction  man- 
ager and  imported  laborers  from  India. 
The  project  came  in  about  eight  months 
behind  schedule,  but  Ammann  says, 
"I'm  now  getting... very  close  to  what  I  set 
out  to  achieve." 


AMMANN  BUILT  A  VACATION  RETREA" 
on  the  north  side  of  the  island  in  th 
1970s,  but  he  acquired  this  particulai 
piece  of  paradise  free,  as  a  kind  of  gratuity 
after  a  long  and  winding  road  that  begaa 
25  years  ago  in  Kenya's  Masai  Mara  Gam* 
Reserve.  At  the  time,  Ammann  was  i 
^^^^^^^    partner  in  a  tented  camp  ii 
the  Mara  called  Intrepids 
Before  it  was  sold,  Ammani 
organized  a  safari  for  ex 
Beatle  George  Harrison" 
business  manager.  Ammani 
learned  that  Harrison  and  th 
actor  Peter  Sellers  had  joind: 
owned  about  700  acres  d 
beachfront  property  in  th 
Seychelles  in  the  '70s,  be 
fore  the  newly  independen 
government  nationalize 
the  land  for  development 
Ammann  tipped  Harrison 
manager  about  the  possibilit 
of  recovering  the  Intendanc 
Bay  property  and  became 
point  man  in  a  complicate 
transfer  to  a  private  investc 
group,  which  brought  i 
Singapore-based  Banya 
Tree  Holdings  Limited.  Fc 
his  matchmaking  effort: 
Ammann  received  his  pic 
of  residential  plots,  and  by  th 
time  Banyan  Tree  Seychelk 
opened  in  2000,  he'd  alreac 
selected  a  prime  lot  am 
called  in  the  architect  who  designe 
Intrepids  Camp. 

Having  a  resort  as  a  next-door  neigr 
bor  is  a  boon.  Villa  guests  check  in  at  th 
Banyan  Tree  and  shuttle  up  to  their  aer 
via  electromobile.  Need  a  Balinese  ma: 
sage  and  spiced  honey  splash  after  th: 
long  flight?  Dial  the  spa.  Feeling  peckisl 
Call  room  service.  The  resort  staff  wi 
stock  the  villa's  kitchen,  send  a  chef 
cook  for  you  or  throw  a  cocktail  party  f<i 
50  if  you're  in  the  mood  for  companj 
They'll  also  clean  up  afterward  whi 
you're  shopping  in  nearby  Victoria,  tit 
capital,  or  shuttling  by  helicopter  to  tin 
privately  owned  Cousine  Island — all  of  t 
acres  and  a  sanctuary  for  critically  endai 
gered  hawksbill  turtles  and  the  Seychell 
magpie  robin — for  a  day  of  snorkeling 
bird-watching.  There's  world-class  bon 
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fishing  and  sport- diving  at  islands  farther 
afield,  and  the  Vallee  de  Mai  on  Praslin 
Island  remains  much  as  it  was  when 
British  explorers  declared  it  to  be  the  orig- 
inal Garden  of  Eden. 

During  Ammann's  final  white-glove 
inspection,  a  stranger  mysteriously  ap- 
peared and  wandered  from  room  to  room. 


"I  finally  asked  him,  'Can  I  help  you?'" 
Ammann  says.  "He  was  a  Russian  staying 
at  the  Banyan  Tree,  and  I  think  the  only 
three  words  in  English  he  knew  were 
'Will  you  sell?"'  The  answer:  "Nyet." 

"I'm  never  going  to  build  another  place 
like  this  in  my  lifetime,"  says  Ammann, 
who  is  59.  He  and  his  wife  plan  to  hang 


out  there  occasionally,  but  the  rest  of  thel 
time,  it's  up  for  grabs — unless,  of  course  | 
Will  and  Kate  have  first  dibs. 


Rates from  approximately  $2,500  to  $5,00l\ 
a  day,  depending  on  season  and  numbe\\ 
of  bedrooms  occupied,  www. residenceonth\ 
rocks.com. 


YOUR  MEN  IN  PATAGONIA 


> There's  getting  away 
from  it  all,  and  then 
there's  getting  to  Bahia 
Mala,  a  1,729-acre  coastal 
property  in  remote  Chilean 
Patagonia.  From  the  U.S., 
you  fly  commercially  to 
Puerto  Montt,  Chile,  then  hop 
a  helicopter  trip  direct  or 
charter  a  plane  to  a  small 
airstrip  30  minutes  from  the 
property — by  boat.  Bahia 
Mala  has  a  furnished  1,300- 
square-foot  lodge,  four 
smaller  cabins  with  beds, 
plenty  of  well  water  and  a 
generator.  What  it  doesn't 
have  is  a  road  connecting  to 
civilization.  This  is  off-the- 
grid  living,  a  wildlife  and 


fishing  paradise,  and  yours 
for  $3.5  million. 

"Southern  Chile's  a 
frontier  area,"  says  Trent 
Jones  of  Hall  and  Hall,  a 
50-year-old  Montana-based 
ranch  management  and  realty 
firm  that  represents  Bahia 
Mala,  along  with  a  selection 
of  other  properties  for  sale 
in  Patagonia.  "You  have  to 
have  a  spirit  of  adventure.  It's 
not  for  every  buyer,  clearly." 

Hall  and  Hall's  service  is 
to  take  a  risky  enterprise — 
buying  remote  land 
in  countries  where  titled 
ownership  can  be  difficult  to 
verify — and  making  it  as 
transparent  and  streamlined 


a  process  as  possible. 
They've  been  in  this  business 
as  long  as  anyone,  first 
venturing  to  the  southern 
hemisphere  in  1992  when 
Ted  Turner  sent  them  to  find 
him  an  Argentinean  fishing 
ranch.  After  completing 
that  sale  in  '95  and  letting 
another  decade  of  economic 
and  market  uncertainty 
pass,  they  began  forging 
contacts  in  Chile  and 
Argentina  (and  more  recently 
Brazil),  amassing  a  portfolio 
of  varied  properties  on 
both  sides  of  the  Andes  with 
excellent  fishing,  dramatic 
scenery  and  wildlife. 
"Hall  and  Hall  brings  a 


credibility  factor  to  the 
table,"  says  Spencer  Moore 
of  Silver  Spring,  MD,  who 
has  just  listed  his  3,500- 
square-foot  Chilean  fishing 
lodge,  Rio  Palena,  with 
the  firm  for  $925,000. 
When  he  bought  the  18-acre 
riverfront  parcel  in  1995 
he  lacked  the  help  of  an 
agent,  "which  was  a  little 
tricky,"  he  says.  "Chileans 
are  a  very  friendly  and 
hospitable  people,  but 
they'll  never  tell  you  how 
many  acres  they  have — or 
how  many  cows  they 
have.  It  was  a  challenge." 
www.  hallhall.  com. 

—TAYLOR  ANTRIM 
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ANTENE 


15,01 
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eautifuM  leng 


share  your  shining  S-^ 


/ 


3IVE  THE  GIFT 
OF  BEAUTIFUL  HAIR 
TO  WOMEN  WHO 
NEED  IT  MOST 


bu  have  the  power  to  help  another  woman  during  the  greatest  fight  of  her  life,  turning 
time  of  traumatic  hair  loss  into  a  show  of  caring  and  support.  Join  Hilary  Swank, 
5antene,  the  Entertainment  Industry  Foundation  and  its  Women's  Cancer  Research  Fund 
helping  to  create  healthy-hair  wigs  for  women  in  need.  To  support  the  cause,  simply 
se  Pantene  to  get  beautiful  hair,  then  donate  it.  Learn  more  at  BeautifulLengths.com 


CP 


EIF 


Women's  Cancer  Research  Fund 

An  Entertainment  Industry  Foundation  Program 


W  Advertisement 


That  Was  Then  ...This  Is  Now 


RtheTrends 


By  Jim  Gorzelany 


the  shape  of  cars  as  we  know  them  today. 


1948 


Tail  fins,  inspired  by  WWII 
aircraft  designs,  beean  annearine  on  autos. 


bcrj 


Ml 


1999  Gas/electric  hybrid  models  debuted 
as  high-tech  solutions  to  rising  energy  costs 
and  mounting  ecological  concerns. 

2007  Zero-emission  hydrogen-powered 
cars  point  the  way  toward  innovative  alternatives 
to  fossil  fuel  for  future  fleets. 


Ann  iversaf 


ENJOY  OUR  GOOD  TASTE  WITH  YOUR  GOOD  JUDGMENT  ®. 

www.bandbliqueur.com 
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Style  &  Design  by  Colin  Mort 


ike  Flanigan  of  Alternative  Needs  Trans- 
portation in  Holliston,  Massachusetts,  hand- 
builds  custom  commuter  bicycles  that  resonate 
ith  proportion  and  balance.  They're  not  flashy — no 
anium  or  carbon  fiber,  no  idiosyncratic  lines.  His  top- 
d  model,  the  Light  Roadster,  a  single-speed  with  a 
stinctive  D-shaped  flatbed  rack,  was  inspired  by  a 
otograph  of  a  1940s-era  Rene  Herse  newspaper  deliv- 
bike,  a  classic  from  the  golden  age  of  French  bicycles, 
anigan  builds  each  Light  Roadster  to  fit  the  customer's 
dy  measurements  and  riding  preferences,  cutting  and 
ing  the  True  Temper  steel  frame  into  a  unique 
ometry.  He  then  selects  components  from  small  man- 
acturers  around  the  world,  such  as  (on  the  bike  below) 
Phil  Wood  rear  hub  in  hand-polished  aluminum 
alifornia);  a  Schmidt  Dynamo  front  hub  that  powers 
e  headlights  as  you  roll  (Germany);  Honjo  fenders 
1i  apan);  and  a  Brooks  B17  leather  saddle  (England). 
The  moderately  long  wheelbase  creates  a  ride  that  is 
.looth  but  still  responsive. The  backswept  handlebars  in- 
:  ease  steering  leverage,  and  the  steel  tubes  absorb  vibra- 
n.  Perfect  for  city  or  country  roads,  practical  but  with 
od  toward  the  sublime,  the  Light  Roadster  is  a  work 
art  that  happens  to  be  an 
tful  way  to  get  to  work.  • 


Alternative  Needs 
Transportation  s  Light  Roadster 

pays  homage  to  the 
1940s  French  delivery  bicycle. 


bout  $5,000,  depending  on 
nponent  selections,  www.  antbikem  ike.  com. 
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Buick.con 


A  23-point  QuietTuning  process.  A  5.1  Bose  Surround 
Sound  Audio  System.  Yin,  we'd  like  you  to  meet  Yang. 
Yang,  this  is  Yin.  And  there  they  stand,  at  opposite 
ends  of  the  acoustical  spectrum.  To  the  left,  the 
peace  and  tranquility  of  QuietTuningf  To  the  right, 
the  concert  hall  clarity  of  an  available  Bose®  audio 
system.  Diametrically  opposed  yet  in  absolute 
harmony,  they  form  a  precisely  balanced  universe 
that  keeps  you  at  its  center.  On  one  end,  a  cabin 
that's  quieter  than  even  a  Lexus  RX  350*  On  the  other, 
the  perfectly  pitched  resonance  of  ten  surrounding 
speakers.  Sit  back,  relax  and  let  opposites  attract.  Your 
harmonious  drive  begins  at  $32,790.t  Drive  Beautiful.™ 


Buick  Enclave.  The  finest  luxury  crossover  ever. 


cely  equipped,  534,7] 


Wine&Spiri 


by  Richard  Nalley 


WireGifts 


[ere  s  what's  under 

the  tree  this  year. 


uying  a  holiday  bottle  for  wine-loving 
friends  can  be  a  minefield:  Who  knows 
for  certain  whether  Uncle  Fred  loathes 
le  Domaine  Muddauber  Chardonnay?  How  much 
do  you  have  to  spend  when  Cousin  Betty  she 
lit  big  bucks  for  bottles  all  the  time?  What  if  your  b 
tows,  and  you  don't,  that  some  wine  guru  has  just 
the  reputation  of  that  Gorgon's  Head  Grenache 
)ble?  Here  are  some  more  original — and  surefire 
kys  to  celebrate  your  friends  and  relations. 


T  IT  POUR 


Decanters  provide  a  practical  way  to  aerate  a  wi 
and  pour  it  off  the  sediment,  sure — but  style  poir 
unt,  too.  What  you  want  is  a  tabletop  showpiece  li 
J  z  2400  Uitra  from  wine-glassware  titan  Riedi 
I  ulpted  from  mouth-blown  lead  crystal,  it  comes 
|  a  sizes:  Small  ($202,  from  Rosehill  Wine  Cellars)  ai 
ignum  ($230).  If  you  are  short  on  shotgun  pelle 
sehill  will  also  sell  you  Riedel's  stainless-steel  Gk 
:aner  Balls  ($14.95)  to  scour  the  jug  when  you 
e.  (888)  253-6807 7,  www.rosehiIlivinecellars.com. 


STAGE  VIEWS 

nWuBcjc  Boston's  ona!  Poster  Gallery  has 

^Hlfa  dazzling  collection  of  original, 
^^■fage  posters  advertising  the 
^Hj|c  and  spirits  entice 


Lett:  Riedel's 
2400  Ultra 
decanter;  above: 
beverage  art 
from  International 
Poster  Gallery 


ROLL  YOUR  OWN 

Home  winemaking  is  all  well  and  good;  better  is 
^  Sonoma  Grapemasters,  a  winemaking  club  with 
wine  writer-turned-winemaker  Stephen  Yafa  (Segue 
Cellars)  coordinating  a  program  for  hobbyists  and 
novices  to  work  alongside  the  pros  in  Sonoma's  top- 
flight Russian  River  Valley  region.  You  can  harvest  and 
vinify  your  own  wine  (the  time  commitment  and  level 


ature  zone.  (800)  527-4072,  www.iwawine.com. 

IT'S  A  WRAP 

>If  it  is  the  thought  that  counts,  add  this  into  the 
equation:  lovely  gift  boxes  from  Lang  ($9)  that 
dress  up  a  bottle  in  proper  holiday  finery.  (800)  967- 
3399,  www.lang.com. 

HAPPY  HUNTING  GROUNDS 

>The  best  way  to  track  down  wines  year-round  and 
compare  loads  of  prices  (which  can  be  astonish- 
ing) is  to  sign  up  at  Wine-searcher.com,  which  claims 
to  search  more  than  8,500  wine  store  lists. The  $29.95 
annual  fee  for  the  "Pro  Version"  can  pay  for  itself  from 
the  first  case  you  order. 

For  the  dedicated  collector,  ArtFact.COm  provides 
updates  of  auctions  offered  across  the  spectrum  of  art, 
antiques  and,  not  least,  wine.  Say  you  crave  the  1961 
Margaux  (and  who  doesn't?):  The  site's  Auction 
Advisor  (from  S250  per  year)  will  send  you  an  alert! 
when  a  bottle  is  coming  up  for  sale  at  any  of  more  than| 
1,000  auction  houses. 

Though  they  can't  deliver  to  every  state,  Brix26.coml 
brings  some  serious  game:  high-quality,  small-pro- 
ducer California  wines  your  recipient  won't  find  inj 
every  holiday  gift  basket — and  maybe  not  in  his  own 
neighborhood  wine  shop.  The  company  will  put  toi 
gether  expertly  chosen  mixed  cases  or  advise  on  indivil 
idual  bottles  ($33  for  "ThdJ 
Prisoner"  Zinfandel,  for  ini 
stance)  in  a  variety  of  pricol 
ranges.  (866)  427-4926. 


HUGH  JOHNSON       JANCIS  ROBINSON 

THE  WORLD  ATLAS  OF 


of  involvement  can  be  tailored  to  the  individual  or 
group).  From  $5,000,  which  nets  you  a  barrel  (24 
cases)  of  wine  made  in  your  own,  possibly  inimitable, 
style,  www.sonomagrapemasters.com. 

BIG  WINE  NITRO 

> Forget  hammering  the  cork  back  in.  Once  you've 
opened  a  bottle,  the  best  way  to  keep  the  air  out 
and  the  nuances  in  is  to  employ  the  kind  of  nitrogen- 
replacement  cabinets  restaurants  use  to  keep  "wine  by 
the  glass"  bottles  fresh.  With  a  multibottle  system 
there  is  the  added  advantage  of  having  a  selection  of 
different  wines  on  tap.  IWA  can  design  custom  con- 
figurations with  multiple  bottles  and  temperature  zones, 
or  you  can  choose  from  stock  models  like  the  four- 
shown  here,  with  a  steel  exterior 
ai  d  solid  wooden  face.  From  $1,395,  with  one  temper- 


SHOULDERTHE  LOAD 

>The  Vineyard  Wine  Toti 
from  Rhino  Wine  Geall 
protects  and  insulates  youl 
bottle  (and  includes  a  handll 
corkscrew)  while  connect] 
ing  you  to  the  original  process:  Its  wicker  wrappinil 
and  shoulder  strap  are  reminiscent  of  the  old-timl 
grape  harvest  baskets  still  folklorically  in  use  in  man! 
places.  Even  better,  a  portion  of  the  proceeds  go  tl 
the  conservation  group  Save  the  Rhino.  $35.  (8711 
RHINO- 10,  www. rhinowinegear.com. 

READ  ALL  ABOUT  IT 

^  The  British  wine-writing  Dream  Team  of  Hud 
^  Johnson  and  Jancis  Robinson  have  updated  the  I 
splendid — and  encyclopedic — reference  book,  7 

Id  Atlas  of.Wine.This  first  new  edition  since  20(| 
includes,  among  much  else,  beefed-up  coverage 
the  exploding  wine  scenes  in  Spain  and  Italy,  and  mcl 
than  200  maps  to  help  you  put  your  finger  on  fhj 
sweet  white  Cadillac  you  tasted  last  night.  (Hirl 
It's  from  France.)  $50,  published  by  Mitchell  BeazleyX 


PRIME  STEAKHOUSE  6-  WINE  BAR 


For  locations  visit  flemingssteakhouse.com 
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WINTER  DESTINATION 

BY  LAND  &  SEA: 


^  


Zoom,  Zoom,  Zoom,  the  161  -foot 
Trinity  yacht,  cruising  the  waters 
of  The  Bahamas 


BY 

GEORGIA  R.  BYRD 


"S 
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Photo  courtesy  of  Cavendish  White 


The  pleasures  of  winter  getaways  begin  in  The  Bahamas  i 
fabulous  marinas  embraced  by  lush  palms,  hundreds  of  hidden  o 
and  miles  of  uninhabited  turquoise  waters.  Cavendish  White  a 
a  sample  itinerary  for  yachting  charter  enthusiasts  to  explore  some  ol 
more  than  700  islands  in  the  region.  Then,  for  land  lovers,  we  have  a 
of  one  of  the  world's  most  anticipated  luxury  resorts  at  Grand  Bah 
Island:  Ginn  sur  Mer. 


Ginn  Sur 


Chart  Your  Course  By  Sea 

Your  winter  escape  begins  with  a  call  to  Cavendish 
White,  one  of  the  busiest  charter  brokers  in  the 
world.  Orchestrating  more  than  2,000  successful 
charters  from  offices  in  the  U.K.,  Dubai,  Athens  and 
the  U.S.  (Ft.  Lauderdale,  Fla.)  for  nearly  20  years,  the 
professional  staff  at  Cavendish  White  will  guide  you 
to  the  perfect  yacht  for  your  Bahamas  getaway. 

You'll  board  in  Nassau  at  Paradise  Island's  famous 
Atlantis  marina,  where  your  captain  and  crew  welcome 
you  with  cool  libations  and  tend  to  your  every  whim. 
At  sunset,  you'll  set  sail  for  the  Allan's  Cay  Islands, 
where  a  tender  whisks  you  off  to  a  preview  of  exotic 
marine  life,  followed  by  dinner  and  dancing  in  the 
cool  breezes  of  the  yacht's  upper  deck. 

Morning  coffee  sipped  in  the  tranquil  setting  of 
Highborne  Cay  sets  the  scene  for  a  day  of  water 
norts.  At  lunchtime,  enjoy  fresh  fruit  and  cold 


shrimp  salad  served  beachside  by  your  crew 
shimmering  sand  of  nearby  Bell  Island. 

The  adventure  continues  with  a  sail  arou 
stunning  island  of  Snariel  Cay,  a  collage  of 
esque  marinas  and  villages  surrounded  by  clear 
and  bright  beaches.  Your  captain  will  guide  yc 
gentle  sail  to  Great  Guana  Cay,  where,  after  a  r 
shower  in  your  lavish  master  suite,  you'll  dine 
chef's  five-course  gourmet  meal. 

Wardrick  Wells  is  the  setting  for  an  afterr 
hiking  that  leads  satisfied  adventurers  to  3 
evening's  dinner,  alfresco  style.  The  next  day 
challenging  hikes  on  the  trails  at  Shround  Cay 
sible  only  by  tender  or  dinghy.  You'll  climb 
to  view  the  island  from  the  top  of  Camp  Dril| 

As  your  dream  charter  comes  to  an  end,  E 
beckons!  Situated  about  30  miles  north 
Nassau,  there  are  120  miles  of  uninhibited 


We  crossed 
an  ocean  for  you. 
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CAVENDISH 
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awaiting  your  personal  exploration.  A 
champagne  toast  brings  you  back  into 
Nassau  harbor,  where,  as  your  crew  bids  you 
farewell,  your  mind  drifts  to  another 
Cavendish  White-chartered  voyage  to  the 
destination  of  your  dreams. 


Ginn  sur  Mer,  a  luxury  community 
that  will  soon  become  one  of  the 
world's  most  desirable  resorts. 


To  book  your  charter  vacation,  contact 
Cavendish  White  U.S.A.,  Suite  201,  1845 
Cordova  Road,  Fort  Lauderdale,  Fla.  33316;  (954) 
522-1510;  e-mail  usa@cavendishwhite.com  or 
visit  www.cavendishwhite.com. 

Ginn  sur  Mer:  One  of  the  World's 
Premier  Resort  Developments 

A  magical  palace  is  rising  on  Grand  Bahama 
Island,  bringing  with  it  one  of  the  world's  most 
stunning  resort  developments,  Ginn  sur  Mer. 
The  resort  incorporates  a  lifestyle  that  brings 
together  the  sea,  setting,  architecture  and 
amenities  to  create  an  elevated  level  of  luxury 
and  grandeur.  Ginn  sur  Mer  is  situated  within 
a  mecca  of  natural  tropical  beauty.  Myriad 
bird  species,  pristine  beaches  and  shimmering 
turquoise  surf  will  be  right  at  your  doorstep. 


A  towering  architectural  masterpiece  (curreri 
under  construction)  will  soon  become 
worldwide  icon. 

Inside,  elegance  will  abound.  Interiors  wil 
adorned  with  stunning  design  elements, 
guests  will  indulge  in  a  variety  of  dining  exp 
ences,  world-class  shopping,  inviting  s< 
nightclubs,  activity  centers  for  children  an 
Monte  Carlo-inspired  casino.  This  2,000 
island  playground  will  embrace  the  spirit 
The  Bahamas,  accented  with  a  world-q 
marina  and  private  airport,  both 
Customs  and  Immigration  for  easy  ac<j 
an  island  golf  experience  that  will  rede 
tropical  courses;  a  Grand  Canal  that 
wind  throughout  the  entire  property;  ar 
series  of  gardens,  fountains  and  pools. 

With  diverse  ownership  opportuni 
tailored  to  each  purchaser,  the  architect 
style  will  reflect  European  influences  to  pi 
antly  complement  the  tropical  setting  of 
island.  Inviting  balconies  will  flow  into  a 
rooms  with  high  ceilings,  allowing  the  sou 
of  the  surf  to  linger. 

Along  the  miles  of  white  sand,  a  numbfl 
beach  clubs  will  dot  the  coast  and  service 
be  no  further  away  than  a  wave  of  the  hi 
Club  activities  will  mesh  seamlessly  with| 
natural  setting  to  create  an  experience  un 
to  its  members  and  guests. 

Golfers  will  enjoy  two  unique  coi 
designed  by  Jack  Nicklaus  and  Arnold  Pal 
Ginn  sur  Mer's  mega-yacht  marina  will  welc 
travelers  from  around  the  world,  and  a 
service  marina  will  offer  fuel  and  securin 
visiting  dignitaries.  With  construction  ongc 
reservations  for  property  are  under  way. 
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Cavendish  White 

George  Shull  or  Marcelle  Kump 
(954) 522-1510 
E-mail:  usa@cavendish.com 
www.  cavendishwhite.  com 


Ginn  sur  Mer 

(877) 820-0500 
www.ginnsnrmer.com 
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DME  HOME  TO  THE  SEA  AT  GINN  SI  R  MERSM  ON  GRAND  BAHAMA 

gated  just  three  hours  by  sea  from  South  Florida,  Ginn  sur  Mer  is  destined  to  be  the  premier  private 
:;ort  community  in  the  islands  and  you  have  the  unique  opportunity  to  be  apart  of  it  from  the 
ginning.  Ihe  following  features  and  amenities  are  proposed  at  the  community: 


Mega-yacht  Marina 

Access  to  Private  Airport  with  Customs  and  Immigration 
A  Grand  Canal  Winding  throughout  the  Entire  Property 
Jack  Nicklaus  &  Arnold  Palmer  Signature  Golf 
Monte  Carlo-style  Casino 


A  Variety  of  Restaurants 
World-class  Shopping 
Invigorating  Spas 
Private  Beach  Club 
Kids  Crew""  &  Adventures 


tact  us  today  to  discover  the  complete  vision  and  to  claim  your  deepwater  dock 
homesite  at  Ginn  sur  Mer. 


GINN 
SUR  MER 


A  GINN   CLUB  &  RESORT 
GRAND  BAHAMA 


877-820-0500 
GINNSURMAEIl.COM/FBL 

Deepwater  Homesites 
from  the  $800,000s 


TITLE  SPONSOR  OF  THE  18 TH  ANNUAL  FORI   LAUDERDALE  INTERNATIONAL  BOAT  SHOW 

|  •>  « Jhtdin  the  Property  Report  mqurecj  by  Federal  Law  and  read  it  before  signing  anything.  No  federal  agency  has  ludyetl  thejuents  or  value,  if  any.  of  this  property.  Pries,  plans,  artists  renderings,  photos  land  uses. 

■■LI  dimensions,  specilioatlons,  improvements,  materials,  amenities  and  availability  are  conceptual  and  arc  subject  to  change  wlthcaji  notice.  This  is  not  an  offering  of  real  property,  and  offers  may  only  bo  made  at  the 
W  Discover/ Qjnter  for  the  Development.  Void  where  prohibited'  by  la//  or  where  'her'-;  are  other  qualifications  to  advertising  reel  ptopeffy  Ownership  of  a  residence  in  Ihe  development  dees  not  guarantee  the  useotor. 
••  -  any golf  c;our:,e  or  other  lecroational  facility  to  be  located  a!  the  development.  Use  Of  the  amenities  is  subject  to  membership  reviuirwTienis  Developer  does  no'  gu.ir3ni.ee  Ihe  obligations  of  unaffiliated  builders  who 

■     iid.ind  ,iu*\>-  ' ./ !  vJopw  does  not  guarantee  ihe  continuation;  mairilenanrxi  or  opei  atioi  •  •  .1  ir  e  nrr/ate  airport,  which  is  owned  and-operatex)  by  an  unaffiliated  entiv  and  subject  toqbwrirnent 

HBstions.  'ij|//nghi  ©2007  Ginn  Real  Estato  Company,  LLC.  Licensed  Real  Estate  Broker.  All  Flights  Reserved  Ginn  sur  Mer  and  the  Ginn  jur  Mer  logo  arc  trademarks  of  Ciinn-LA  West  End,  Ltd  LLLP.  All  other  trademarks 
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Spas  by  Lorraine  Cademartori 
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The  center 
atrium,  intended  to 
appeal  to  both 
male  and  female 
visitors  of  the  spa 


mm 


few  years  back,  the  owners  of  The  Cloister 
at  Sea  Island  Resort,  the  premiere  resort 
property  in  coastal  Georgia,  decided  to  knock 
n  the  old  Spanish  Revival  hotel,  which  had  stood 
ce  1928  and  was  originally  conceived  by  architect 
dison  Mizner  as  a  temporary  structure.  The  new 
lding,  opened  last  year,  retains  many  original  details 
p  Spanish  Lounge,  for  instance,  which  was  dismantled 
pel  by  panel  and  reinstalled  in  the  new  facility,  and  the 
lings  supported  by  gnarled  beams  of  ethereal  pecky 
|ress).The  new  location  offers  dramatic  sunset  views 
r  the  marshlands  and  the  Black  Banks  River;  across 
street  stands  the  enormous  Beach  Club,  open  to  re- 
p  guests  and  Sea  Island  Club  residents,  which  features 
fee  large  pools,  plentiful  activities  for  kids  and  a  lovely 
tch  of  private  beach.  (Condominium  units  at  the 
eh  Club  have  long  since  sold  out.)  But  some  old-line 
ons  of  The  Cloister  plotzed  at  the  idea  of  change,  and 
eed  have  never  returned  to  the  resort.  That  doesn't 
to  have  hurt  its  popularity,  ultimately;  it  now  at- 
ts  a  different  (younger,  even  more  affluent)  clientele. 
I)ne  of  the  high-end  amenities  The  Cloister  now 
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The  Old  South  rises 

again  at  the  Spa  at 
Sea  Island, Georgia. 
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offers  is  a  sumptuous  spa.  Measuring  a 
zaftig  65,000  square  feet,  it's  a  multilevel 
facility  with  26  treatment  rooms,  locally 
made  stained-glass  windows,  intricately 
carved  mesquite  desks,  tables  and  benches, 
and  gentle  Paul  Ferrante  lighting.  The 
fact  that  the  spa  was  designed  by  Peter 
Capone,  who  also  spearheaded  the  con- 
struction of  the  new  hotel  but  had  no  pre- 
vious spa  experience,  is  both  a  blessing 
and  a  curse.  Its  three  principal  areas  (spa, 
fitness  and  pool)  form  a  U-shape  sur- 
rounding an  interior  courtyard  atrium. 
Though  it's  pleasantly  bisected  by  a  faux 
running  stream,  with  comfortable  seating 
and  towering  embalmed  trees  (black  olive, 
bamboo  and  Washingtonian  palm)  to 
gaze  at,  I  saw  no  clients  using  it  during  my 
recent  visit  to  the  spa,  perhaps  because  its 
location  is  a  bit  too  public  (all  spa  clients 
needing  access  to  the  changing  rooms 
must  walk  around  the  atrium). 

"Here  golf  is  still  king,"  explains  spa 
general  manager  Jim  Root.  (Sea  Island 
offers  four  golf  courses  on  its  various 
properties.)  The  current  chairman  of  the 
International  Spa  Association  (ISPA), 
Root  joined  Sea  Island  in  2005  from 
Tucson's  innovative  Miraval,  and  he 


admits  that  the  move  from  a  progressive 
spa  environment  to  a  conservative  one  has 
not  been  without  its  challenges.  For  one 
thing,  many  of  Sea  Island's  resort  guests 
and  residents  simply  weren't  familiar  with 
spa  culture.  'They've  always  had  the  expe- 
riences [at  Sea  Island],  but  not  the  vocab- 
ulary. The  spa  is  now  one  of  the  resources 
of  that  lifestyle  [that  Sea  Island  offers]," 
says  Root.  Upon  taking  his  position,  Root 
stepped  in  and  altered  some  of  the  new 
design,  getting  rid  of  such  fixtures  as 
Vichy  showers,  which  can  be  expensive  to 
operate  and  difficult  to  explain  to  spa 
novices,  and  severely  limit  a  room's  flexi- 
bility. He  also  cut  down  the  number  of 
services  offered.  "I  wanted  the  spa  to  be 
high-touch  and  low-tech,"  Root  says. 

There  are  certain  Miraval-esque  nu- 
ances, such  as  the  seven-circuit  labyrinth, 
which  Root  says  was  inspired  by  the 
cathedral  at  Chartres,  in  an  area  originally 
slated  to  be  a  walled  outdoor  garden.  The 
lap  pool  has  no  lane  lines  painted  at  the 
bottom  (Root  wanted  the  area  to  look  like 
fun  and  not  work),  and  the  water  atrium, 
which  features  a  warm  whirlpool  on  the 
top  level  and  a  waterfall  with  a  cool  plunge 
pool  beneath,  was  also  his  brainchild. 


What  the  spa  already  offers  servic 
wise  is  impressive.  The  Turkish  hamma 
is  a  two-hour  lather-exfoliate-rinse-soal 
moisturize  for  the  body.  A  thermal  inn) 
sion  facial  using  the  hard-to-find  (in  tfl 
U.S.,  at  least)  natural  product  line  Sodas) 
more  than  lived  up  to  expectations.  Arj 
there  are  intriguing  offerings  such  as  tl 
Sound  Chair:  I  sat  back  in  what  felt  like 
dentist's  recliner  and  put  on  earphones  a 
tached  to  an  iPod  on  the  arm  of  the  chal 
An  eye  pillow  was  applied,  and  awau 
went. .  .or  at  least  I  hoped  to. To  be  hone 
the  first  ten  minutes  of  Bach's  Goldbej 
Variations  were  pleasant  enough,  but  fj 
notion  that  music  can  equal  relaxation  i: 
bit  of  a  no-brainer.  No  sooner  did  I  hai 
this  thought,  however,  than  I  began  to  dij 
off  into  pleasant  semiconsciousness.  It  m 
have  been  the  adagio  from  Variation  2 
it  may  have  been  the  aftereffects  of  t|i 
Turkish  hammam.  Regardless  of  the  cam; 
I'd  gone  over  to  the  other  side  and  did 
return  until  the  massage  therapist  gem 
removed  my  eye  pillow.  For  folks  w; 
don't  like  the  touchy-feelyness  of  m? 
sage — you  know  who  you  are — this  vi 
the  equivalent  of  an  hourlong  shiat 
pounding,  without  the  pain. 

Outside  of  actual  treatments,  the  s 
excels  in  its  other  offerings,  particular 
the  cooking  and  nutritional  counseli 
provided  by  the  refreshingly  down-' 
earth  Laurie  Erickson  (late  of  Cany 
Ranch  in  the  Berkshires,  she's  triedl 
wean  the  resort's  kitchens  off  bacon 
with  some  success).  There  are  chang: 
rooms  that  stress  privacy  and  forgiv: 
lighting,  relaxation  areas  that  feel  mi 
like  dens  (though  the  occupants  wl 
robes  instead  of  smoking  jackets),  ste 
rooms,  sauna,  private  outdoor  Jacuzz 
cavernous  workout  area,  a  private  p 
sonal-training  room,  yoga  studio. .  .ano 
course  no  spa  is  complete  without  a  c 
pie  of  squash  courts — with  a  pro  like  I 
Gould,  the  world's  top-ranked  doul 
player,  to  provide  instruction.  Sea  Isl; 
may  not  have  had  much  of  a  spa  cultur 
the  past,  but  it's  clearly  cultivating  a 
gular  one  for  the  future.  • 

The  Spa  at  Sea  Is/and  offers  services  to  gi 
of  its  properties,  The  Cloister,  The  Lodge 
The  Cottages,  as  well  as  to  club  memt 
(888)  732-4752,  www.seaisland.com. 
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Choices.  With  over  20,000  wines  from  the  finest  cellars,  choice  is  just  one  of  the  reasons  Travel  +  Leisure 
-eaders  have  voted  us  World's  Best  Large-Ship  Cruise  Line  for  an  unprecedented  12  consecutive  years. 


•'or  more  information  visit  crystalcruises.com.  To  book,  contact  your  travel  agent  or  call  888-688-6799. 


u.  Ships  Registry  Tht?  Bahamas 
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The  difference  is  Crystal  clear. 
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by  Curtis  Rist 
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^^^recent  years,  a  revolution  in  technological  advances  has  created 
a  home  theater  experience  that  rivals  what  can  be  found  in  a  movie 
theater.  Crystal-clear  pictures  are  to  be  expected  with  today's  flat- 
screen  TVs,  but  the  experience  falls  flat  if  the  audio  doesn't  measure 
up  to  the  picture.  The  challenge  in  creating  a  superior  home  theater 
system  lies  in  careful  selection  of  the  audio  components. 


Conventional  home  theater  systems  achieve  surround 
sound  by  arranging  speakers  behind,  in  front  of,  and  to 
the  left  and  the  right  of  the  listener.  These  surround 
sound  speakers  deliver  higher-frequency  sound,  and 
lower  notes  are  delivered  by  a  bass  module.  Working 
together,  these  speakers  can  add  a  sense  of  motion  to  the 
sound  they  deliver  —  it  emanates  from  the  front  and 
moves  behind  the  listener. 


Bose's  Lifestyle*  V30  system  brings  life  to  your  home  theater. 


THE  BOSE* ADVANTAGE 

Lifestyle*  home  theater  systems  from  Bose  leverage 
proprietary  innovations  to  bring  more  of  the  cinema 
experience  to  your  home  theater.  The  Lifestyle®  48 


DVD  home  entertainment  system  and  the  Lifestyle* 
V30  home  theater  system  feature  Jewel  Cube*  speaker 
arrays,  which  utilize  more  than  40  different  design 
innovations  to  deliver  open  and  spacious  surround 
sound  from  enclosures  only  4.5  inches  high,  and  are 
designed  for  a  sleek  silhouette  that  blends  unobtrusively 
into  the  decor  of  the  room.  Deep,  low  notes  and  sound 
effects  are  produced  by  the  Acoustimass*  module, 
which  can  be  easily  hidden  out  of  sight.  Unlike  con- 
ventional home  theater  systems,  the  Lifestyle®  systems 
adjust  their  sound  to  the  acoustics  of  the  room,  using 
the  proprietary  ADAPTiQ*  audio  calibration  system. 
This  is  an  important  facet  of  maintaining  sound  quality, 
since  the  shape  of  a  room,  as  well  as  its  furniture  and 
window  treatments,  can  drastically  affect  a  home 
theater  system's  sound. 

The  Lifestyle®  48  system  plays  DVDs,  CDs  and 
AM/FM  radio.  It  features  five  tiny  Jewel  Cube 
speaker  arrays  and  a  hideaway  Acoustimass  module.  Its 
powerful  radio  frequency  remote  works  through  most 
walls,  ceilings  and  floors.  The  Lifestyle®  V30  system 
provides  the  same  high-quality  sound  and  is  designed 
for  those  who  want  to  select  their  own  DVD  player 
and  other  entertainment  components.  Both  of  the 
Lifestyle*  systems  feature  HDMI  connectivity,  allowing 
simple  connection  to  the  latest  high-definition 
sources  and  TVs,. 

For  more  information,  call  1-800-434-2073, 
ext.  5059,  or  visit  the  company's  Web  site  at 
Bose.com/lifestyle. 


Better  sound  through  research® 


The  picture  is 
only  half  the  story. 
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Get  the  full  home  theater  experience  with  Bose'  sound. 

;The  creak  of  a  floorboard  behind  you.  The  roar  of  a  crowd  around  you.  It's  sound  that  brings  movies,  sports  and  music 
to  life.  Bose  Lifestyle'  home  theater  systems  are  engineered  with  unique  technologies  to  reproduce  sound  with  vivid 
!  detail.  Because  room  size,  shape  and  furnishings  can  make  even  the  most  expensive  system  sound  like  one  worth  half 
ithe  price,  Lifestyle*  systems  customize  the  sound  to  fit  your  room.  So  you  hear  rich,  accurate  surround  sound.  Plus,  they 
can  be  expanded  to  deliver  music  throughout  your  home,  even  outdoors.  Hear  one  of  our  premium  home  theater 
[systems  for  yourself,  and  you  may  be  surprised  by  what  you've  been  missing. 
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NEW 


Lifestyle*  48  Series  IV 

DVD  home  entertainment  system 


434-201 
eb  s"e 


.Designed  for  those  who  want  a  complete  entertainment 
.system.  Includes  built-in  DVD/CD  player,  up  to  340 
hours  of  music  storage  and  patented  uMusic"  intelligent 
playback  system. 


NEW 


Lifestyle'  V30  home  theater  system 


Designed  for  those  who  want  to  select  their  own 
DVD  player  and  other  entertainment  sources. 
Makes  it  easy  to  connect  multiple  audio  and  video 
components,  and  then  hide  them  from  sight. 


-800-434-2073,  ext. 5059  Bose.com/lifestyle 

I  ai  1 1  or  visit  us  online.  And  discover  why  Bose  is  the  most  respected  name  in  sound. 

32007  Bose  Corporation.  Patent  rights  issued  and/or  pending.  The  distinctive  design  of  the  Lifestyle-  media  center  is  also  a  registered  trademark  of  Bose  Corporation.  C_000337 
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by  Curtis  Rist 


The  BlackBerry®  8830  World  Edition  Smartphone 
—  supported  by  Verizon  Wireless  —  is  the  ideal 
traveling  companion. 


Whats  the  busy  traveler's  dream?  A  BlackBerry  device  that  worll 
around  the  world  and  around  the  block. 


Verizon  Wireless  makes  this  dream  a  reality  with 
the  BlackBerry  8830  World  Edition  Smartphone. 
It  is  the  first  global  CDMA/GSM  BlackBerry  with 
an  "always-on,  always  connected"  wireless  service 
for  quick  and  easy  access  to  e-mail,  contacts,  calen- 
dar, organizer  and  the  Web  while  on-the-go.  In 
addition,  the  BlackBerry  8830  World  Edition 
Smartphone  and  Global  BlackBerry  service  allow 
customers  to  place  and  receive  voice  calls  in  more 
than  160  destinations  and  send  and  receive  e-mail 
in  more  than  90  destinations  worldwide,  including 
the  U.S.,  Canada  and  Mexico  —  all  with  the 
convenience  of  one  local  number  for  domestic 
and  international  use. 

STANDOUT  CAPABILITIES 

Customers  have  come  to  expect  the  world 
from  Verizon  Wireless,  and  once  again  it  delivers. 
Additional  features  of  the  Global  BlackBerry 
Service  include: 


Exceptional  Service.  Verizon  Wireless 
stands  behind  every  customer  with 
an  army  of  wireless  experts  and  its 
Worry-Free  Guarantee*,  making  it 
"America's  most  reliable  wireless 
network"  for  calls  and  downloads. 

Global  Capabilities.  Travelers  can 
make  calls,  access  e-mail  or  browse  the 
Internet  in  the  U.S.  or  abroad,  all  with 
just  one  phone  number. 

Bluetooth  Capable.  Users  can  make 
and  receive  calls  hands-free  using  the 
Bluetooth  wireless  headset.  They  can 
also  transfer  data  to  and  from  the 


BlackBerry  device  and  call  up  a  calendar  or  cord 
list  without  the  need  of  a  cable. 

Multimedia  Player.  Those  on  the  go  can  I 

music,  view  videos  and  open  rich  media  files  in  popj 
formats  right  on  the  device,  via  the  built-in  ma 

media  player. 

Trackball  Navigator.  This  makes  it  possibld 
scroll  and  click  through  functions  with  ease,  wu 
handy  navigation  control  and  intuitive  support 

UNPARALLELED  SUPPORT 

Verizon  Wireless  has  developed  a  comprehen 
support  and  services  system  to  make  traveling 
and  allow  travelers  to  focus  on  their  business 
leisure  plans.  This  includes: 

•  A  dedicated  24/7  global  help  desk 

•  A  complimentary  global  support  pack  that 
includes  a  SIM  card  and  a  global  support  gui 
with  paid  Global  E-mail  monthly  service 

•  An  on-device  help  icon  that  accesses 
troubleshooting  lists,  instructions  on  using 
various  device  features  and  more 

•  Always-on  connectivity  for  business  and 
personal  e-mail  in  the  U.S.  and  abroad 


With  Global  BlackBerry  service,  Verizon  Wirt 
customers  also  receive  a  Global  Support  Card  for 
support  calls  while  traveling  outside  of  the  U.S.  a 
any  landline  phone  to  technical  support  if! 
BlackBerry  .8830  is  lost,  broken  or  stolen. 

For  more  information  call  1-800-VZW-4BIZ 
(899-4249)  or  visit  the  Web  site  at 
verizonwireless.com/blackberry. 
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Email  from  Paris,  France  to  Paris, Texas. 

Works  around  the  world.  And  around  the  block  on  America's  most  reliable  wireless  networ 
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Broad  band  Access  Connect  Capable    |  w»  2-yr.  p*e  less  $100  advanced  device 

credit,  less  $100  mail-in  rebate  =  I199.  "  with  new 
Trackball  Navigation         America's  Choice  Email  plan  79.  •'■or  higher. 


'  go  to  verizonwireless.com/blackberfy  |  visit  a  Verizon  Wireless  Commuhications  Store  |  call  1.800.VZW.4BIZ  (899.4249) 
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That  Was  Then  ...  This  Is  Now 

tingtheLin 


By  Don  Wade 


1971 

The  first  solid-core,  SurIyn®-covered 
ball  was  welcomed  by  the  mass  market.  It  was  far 
more  durable  than  most  existing  balls  and 
revolutionized  the  golf  ball  industry. 

1979  The  first  commercially  viable  metal 
I      woods  entered  the  golf  market.  Today  clubs  made  fro:i 
wood  are  collectors'  items  but  are  scarcely  ever  played! 


1981  The  60-degree  wedge  appeared  for  the  first 
time  in  professional  golf.  It  immediately  became 
popular  among  both  professionals  and  amateurs 
and  today  is  a  fixture  in  most  players'  bags. 

1999  Hybrid  clubs,  a  cross  between  fairway 
woods  and  long  irons,  were  introduced  to  the 
market,  helping-players  of  all  skill  levels 
improve  their  distance,  control  and  accuracy. 


INJOY  OUR  GOOD  TASTE  WITH  YOUR  GOOD  JUDGMENT®. 

www.bandbliqueur.coip 
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Wheels 


The  Callaway  C16 
Speedster  comes  with 
no  convertible 
top  and  no  windshield. 
Hey,  what  do  you 
want  for  $305,000? 


%  heoretically,  you  can  hit  a  top  speed  of  210 
mph  in  the  new  700  hp,  supercharged  6.2-liter 
Callaway  C16  Speedster.  Be  advised,  how- 


ever, that  the  car  has  no  windshield 
zt  se.  Instead,  there  are  a  couple  of  small 
MW  motorcycle-style  windscreens,  which 
leans  that  the  wind  rush  at  anything  over,  say, 

mph  will  tousle  your  hair.  Over  100  it  will  # 

rform  that  face-lift  you've  been  longing  for,  and 

ove  200,  well,  Callaway  has  you  covered.  There  are 

o  color-matching  Ivos  helmets  from  France's  Stand 

that  will  protect  you  from  the  blast.  The  lids  are  built 
to  the  flowing  head  restraints  in  the  rear  deck. 

This  is  only  the  third  Speedster  to  be  offered  by 
allaway  Cars  of  Old  Lyme,  Connecticut,  and  to  own 

e  is  to  elevate  your  friends'  auto  envy  to  new  heights. 

The  Speedster's  gorgeous  body  was  designed  by  Paul 
eutschman,  noted  for  his  sleek,  futuristic  stylings. 

hen  approaching  the  car,  you  need  only  touch  the 
)-Spot"  behind  the  door  and  it  opens — if  you  have 


Callawav 
Cab 

Top  speed  210  miles 

per  hour?  Not  to  worry. 
Helmets  included. 


ForhpsLife 


the  key  somewhere  on  you. Then  you  sim- 
ply press  a  START/STOP  button  and  the 
car  rumbles  to  life. 

The  interior  features  leather  and  suede 
beautifully  stitched  together  in  Germany. 
The  running  gear  is  Corvette  C6  but  with 
many  race-bred  modifications — including 
carbon  ceramic  brakes  and  carbon  fiber 
wheels.  (The  weight  savings  with  these 
brakes  and  wheels  accounts  for  about  80 


pounds.)  The  transmission  is  a  six-speed 
manual,  and  a  paddle-shifted  manu-matic 
is  available. 

I  drove  the  C16  (only  the  second  non- 
employee  to  do  so,  I'm  told)  around  Laguna 
Beach,  California,  with  its  creator,  Reeves 
Callaway  (of  the  golf  club  Callaways)  as 
my  passenger,  and  remarked  that  this 
is  the  only  place  in  the  world  where  such 
a  car  doesn't  turn  heads.  Our  ultrablase 


citizens  must  have  swiveled  their  eyeball 
pretty  hard,  though,  watching  two  blue 
helmeted  gents  tooling  along  PCH  in 
light-blue  cruise  missile. 

The  experience  is  unique,  and  gre; 
fun.  Keeping  an  eye  on  the  weather  wi 
enhance  the  experience:  There  is  no  top. 

Callaway  has  sold  the  prototype  bu 
will  build  you  a  Speedster  for  $305,00C 
www.  callawaycars.  com. 


RACING  THRILLS,  NO  SPILLS 


Explore  your 
inner  Schumacher: 
The  Motion-Pro  II 
allows  you  to 
experience  the 
g-force  sensations 
of  any  race  track 
inside  any  hot 
car  you  choose. 


> Pilots  and  astronauts 
spend  many  hours 
in  flight  simulators 
before  ever  setting  off 
for  Singapore  or  the  space 
shuttle.  The  visual  displays 
and  motion  transducers 
in  a  modern  simulator 
are  highly  realistic,  but  such 
machines  cost  millions. 

Up  till  now,  driving 
enthusiasts  have  had  some 
fairly  exciting  games  to 
choose  from,  but  just  in  time 
for  Christmas  comes  the 
CXC  Simulations  Motion-Pro 
II  full-motion  simulator 
that  gives  you  the  feel  of  the 


million-dollar  sims  for  the 
price  of  a  used  Porsche.  This 
is  no  game,  though  it  is 
a  lot  of  fun. 

Buckle  into  the  four-point 
racing  harness,  fire  up  the 
engine  in  whatever  race  car 
you  want — even  a  Formula 
1 — then  set  off  around  Spa, 
or  Nurburgring,  or  the  track 
of  your  choice.  The  road 
ahead  can  be  displayed  on 
as  many  as  three  high- 
definition  monitors.  Noise 
pounds  at  you  through  a  5.1 
surround  sound  system 
whose  subwoofer  will  make 
your  teeth  rattle. 


The  seat  is  a  padded 
fiberglass  shell  that  is 
mounted  on  an  electro- 
mechanical cradle  replicating 
the  dynamic  forces  you 
would  experience  when 
accelerating,  braking 
and  cornering.  Select  either 
a  manual  short-throw 
gearbox  or  paddle  shifters. 

Skill  levels  and  settings 
can  be  tailored  for  specific 
cars  and  tracks.  If  you  screw 
up,  the  sensation  will  be 
dramatic  but,  thankfully,  not 
fatal.  Realism  has  its  limits. 

Base  price  is  $19,995. 
www.  cxcsimulations.  com. 
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When  Was  The  Last  Time 


You  Slept  Li 


>ssing.  Turning.  Haven't  you  had  enough?  Lunesta  can  help  give  you  the  full  satisfying  7-8  hours  of  sleep 
m're  missing.  The  kind  of  sleep  that  leaves  you  refreshed,  rested,  and  ready  to  start  your  day.  And  Lunesta  has 
always  been  non-narcotic.  Find  out  how  to  improve  your  sleep  habits  at  lunesta.com.  >*"ul 

Or  call  1-800-Lunesta.  Lunesta  is  by  prescription  only.    J^l^LL^^  c!>  L<^L 

'(eszopicloneje 


1,2  AND  3  MG  TABLETS 


PORTANT  SAFETY  INFORMATION:  Lunesta  helps  you  fall  asleep  quickly,  so  take  it  right  before  bed-Be  sure  you  have  at  least  eight  hours  to 
'ore  to  sleep  before  becoming  active.  Until  you  know  how  you'll  react  to  Lunesta,  you  should  npt  drive  or  operate  machinery.  Do  not  take  Lunesta 
h  alcohol.  Call  your  doctor  right  away  if  after  taking  Lunesta  you  walk,  drive,  eat  or  engage  in  other  activities  while  asleep.  In  rare  cases  severe 
irgjc  reactions  can  occur.  Most  sleep  medicines  carry  some  risk  of  dependency.  Side  effects  may  include  unpleasant  taste,  headache,  drowsiness  and 
ziness.  See  important  patient  information  on  the  next  page.  „>  ©200/Sepracorinc<*ltiN2i5-07_ 


nesta 


1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  In  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 
LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA. 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unusual  o 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  potentia 
effects  in  the  unborn  baby  when  used  during  the  last  week 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pregnant 
if  you  are  planning  to  become  pregnant,  or  if  you  becom 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  presen 
in  breast  milk  after  use  of  the  medication  The  effects  of  ver 
small  amounts  of  LUNESTA  on  an  infant  are  not  knowr 
therefore,  as  with  all  other  prescription  sleep  medicines,  it  i 
recommended  that  you  not  take  LUNESTA  if  you  are  breasl 
feeding  a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  othf 
sleep  medicine,  you  should  observe  the  following  caution! 

1.  LUNESTA  is  a  prescription  medicine  and  should  0 
used  ONLY  as  directed  by  your  doctor.  Follow  yoij 
doctor's  instructions  about  how  to  take,  when  to  taM 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine  fq 
longer  than  directed  by  your  doctor. 

3.  If  you  notice  any  unusual  and/or  disturbing  though) 
or  behavior  during  treatment  with  LUNESTA  or  an 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  may  rj 
taking,  including  medicines  you  may  buy  without 
prescription  and  herbal  preparations.  You  should  alg 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  alcohi 
while  taking  LUNESTA  or  any  other  sleep  medicine. 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get  8 
more  hours  of  sleep,  before  you  must  be  active  agai 

6.  Do  not  increase  the  prescribed  dose  of  LUNESTA  ( 
any  other  sleep  medicine  unless  instructed  by  yoi 
doctor. 

7.  When  you  first  start  taking  LUNESTA  or  any  othl 
sleep  medicine,  until  you  know  whether  the  mediciil 
will  still  have  some  effect  on  you  the  next  day,  ui 
extreme  care  while  doing  anything  that  requirl 
complete  alertness,  such  as  driving  a  car,  operatiij 
machinery,  or  piloting  an  aircraft 

8.  Be  aware  that  you  may  have  more  sleeping  problem 
the  first  night  or  two  after  stopping  any  sleep  medicin 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnant, 
you  are  planning  to  become  pregnant,  if  you  becon 
pregnant,  or  if  you  are  breastfeeding  a  baby  whi 
taking  LUNESTA. 

10.  As  with  all  prescription  medicines,  never  sha 
LUNESTA  or  any  other  sleep  medicine  with  anyoi 
else.  Always  store  LUNESTA  or  any  other  sleep  medicij 
in  the  original  container  and  out  of  reach  of  childrei 

1 1 .  Be  sure  to  tell  your  doctor  if  you  suffer  from  depressifl 

12.  LUNESTA  works  very  quickly.  You  should  only  ta 
LUNESTA  immediately  before  going  to  bed. 

1 3.  For  LUNESTA  to  work  best,  you  should  not  take  it  wi 
or  immediately  after  a  high-fat,  heavy  meal. 

14.  Some  people,  such  as  older  adults  (i.e.,  ages  65  ai 
over)  and  people  with  liver  disease,  should  start  wii 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctor  rr 
choose  to  start  therapy  at  2  mg.  In  general,  adu 
under  age  65  should  be  treated  with  2  or  3  mg 

15.  Each  tablet  is  a  single  dose:  do  not  crush  or  bre 
the  tablet. 

Note:  This  summary  provides  important  information  abi 
LUNESTA.  If  you  would  like  more  information,  ask  yt 
doctor  or  pharmacist  to  let  you  read  the  Prescribi 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 


<£)  SEPRACOR 

©  2005  SEPRACOR  INC.  All  Rights  Reserved. 


Now  that  we've  completed  our  $100  million  transformation,  we  invite  you  to  join  us  and 
feel  brand  new  yourself.  You'll  stay  in  a  breathtaking  new  room  or  suite,  relax  at  our 
remodeled  Willow  Stream  Spa,  and  unwind  by  our  even  more  spectacular  pool.  Plus, 
you'll  play  two  championship  courses  redesigned  by  World  Golf  Hall  of  Famer  Raymond 
Floyd.  This  December,  you'll  enjoy  BOURBON  Steak,  a  Michael  Mina  restaurant,  and  a 
new  lagoon-style  pool  featuring  a  waterslide,  lazy  river  and  outdoor  cafe.  It's  a  whole  new 
Fairmont  Turnberry  Isle.  Designed  to  make  you  feel  exactly  the  same  way. 


For  reservations  or  more  information,  please  contact"  your  preferred  travel 
professional,  call  I  888  380  2227  or  visit  www.fairmont.com/tir/forbes 
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NJOY  LIFE  TO  THE  FULLEST 

Written  and  Produced  by  Mark  Patiky 

is  the  season  to  be  jolly  ...  unless,  of  course,  you  are  going  to  be  among  the 
more  than  40  million  passengers  who  will  travel  by  airline  this  holiday 
season.  On  many  counts,  it's  been  a  record  year  for  commercial  airline 
dine.  More  than  50,000  flights  were  canceled  in  the  summer  months  alone,  and 
quarter  of  the  flights  that  did  take  off  arrived  late  to  their  destinations.  Between 
ancellations,  missed  connections  and  record  numbers  of  lost  bags,  it's  a  wonder 
lavelers  can  reach  their  getaway  spots  with  any  time  left  to  enjoy  the  vacation. 
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■  ormer  hedge  fund  manager  Elizabeth  Rice  Gross- 

i       man  knows  that  the  best  presents  can't  be  tied  with 
I    m       a  bow.  "I  have  three  young  grandchildren,  and  to  be 
able  to  go  see  them  whenever  I  want  to  or  send  [my 
M  own  plane]  to  bring  them  back  here  is  a  gift,"  says 

the  longtime  Flexjet  fractional  share  owner.  "It  doesn't  get  any 
better  than  that." 

For  retired  real  estate  executive  and  Flight  Options  fractional 
owner  I  )ick  Michaux,  family  a  thousand  miles  away  —  even  when 
they  live  in  hard-to-reach  places  —  seems  just  around  the  corner, 
I  hanks  to  his  fractional  jet  share.  "We  can  land  at  a  local  airport 
minutes  from  their  home  or  ours,"  he  says. 

And  what  fun  is  a  family  getaway  if  you  have  to  spend  half  your 
holiday  getting  there?  "There  are  trips  that  I  just  wouldn't  take  if  I 
had  to  go  commercially,"  comments  John  Thompson,  chairman  of 


Toronto-Dominion  Bank  and  a  Bombardier  Skyjet  jet  card  cus 
tomer,  who  puts  high  value  on  making  it  easy  and  convenient  t 
bring  friends  and  family  together. 

THE  SECRET  REVEALED 

Now  you  too  can  discover  the  secret  of  enjoyable  travel.  77 
Enlightened  Personal  Traveler  is  this  season's  wish  list  of  great  oppoij 
trinities  to  try  and  buy  the  best  that  private  aviation  has  to  offer, 
details  the  wide  variety  of  options  that  open  up  the  skies  to  evei 
schedule  and  budget,  and  it  speaks  to  real  people  who  are  rediscol 
ering  the  simple  joys  of  family  togetherness  in  a  manic,  24/7  work 
From  jet  cards  that  make  great  gifts  to  fractional  shares  that  alloi 
you  to  work  smarter  and  play  harder  to  affordable  new  small  jel 
and  planes  you  once  only  dreamed  you  could  fly  yourself,  access  fl 
a  private  aircraft  truly  is  the  gift  that  keeps  on  giving. 


AIRCRAFT  MANAGEMENT  AND  CHARTER 


Charter  not  only  offers  the  ultimate  in  private  jel 
advantages  without  the  ownership  commitment, 
but  it's  also  the  most  affordable  route,  especially 
for  those  who  typically  make  round-trip  flights 
returning  a  day  or  two  later,  says  Gil  Wolin,  vice 
president,  corporate  communications, TAG  Aviation  USA,  a  pre- 
mier global  aircraft  management  company.  "You  buy  what  you  need 
whenever  you  need  it  and  simply  pay  as  you  go,"  Wolin  says. 
"Charter  also  allows  you  to  select  a  different  aircraft  for  each  trip 
based  on  seats  required  and  ultimate  destination." 

STANDARDS  VARY 

Critical  standards  for  safety  and  service  vary  widely  among  the 
thousand-plus  U.S.  charter  operators;  however,  Wolin  cautions 
that  a  careful  review  of  independent  safety  audit  information  is 
imperative.  FAA  requirements  are  a  bare  minimum,  he  says.  So 
while  the  cost  might  be  higher,  work  only  with  firms  that  meet 
the  toughest  industry  criteria  and  make  safety  and  security  an 
uncompromised  priority. 

"!  think  the  freedom  that's  involved  in  having 
a  personal  aircraft  is  much  beyond  any  mate- 
rial possession.  It's  a  great  way  to  celebrate 
your  success ...  and  it's  the  best  way  I  know 
to  really  enjoy  life." 

Steve  Boone,  Owner/President,  Nor  wesl  Harley-Davidson 


SEEK  OUT  THE  BEST 

TAG  can  take  care  of  all  details  and  arrange  charter  anywhei 
nationally  or  globally  through  a  select  network  of  top  independei 
charter  providers.  Bombardier  Skyjet  similarly  contracts  for  cha 
ter,  working  only  with  an  elite  group  of  the  nation's  best  operatol 
that  meets  the  most  rigorous  quality  standards. 

A  JET  FOR  ALL  REASONS 

As  a  new  range  of  amazingly  capable  smaller  jets  comes  t 
market,  many  individuals  are  considering  outright  ownershi 
Although  new  buyers  often  lack  the  inclination,  experience  < 
resources  to  take  on  demanding  ownership  responsibilities,  th( 
can  rely  on  professional  management  firms  to  provide  a  turnkfl 
solution.  TAG,  for  example,  is  one  of  the  world's  largest  and  moi 
experienced  firms,  currently  managing  more  than  100  aircraft 
over  50  locations  in  the  U.S.  alone.  Each  operation  is  custon 
tailored  to  an  owner's  specific  needs.  In  addition,  top  global  firn 
like  TAG  can  offer  substantial  volume  discounts  on  key  items  1: 
fuel,  maintenance,  insurance  and  training  —  savings  that  invarl 
ably  offset  management  fees. 

Based  on  skyrocketing  interest  in  the  new  breed  of  small,  aflon 
able  jets, TAG  has  again  taken  the  lead  by  establishing  a  light-jet  ma( 
agement  program  designed  to  accommodate  shared  ownership.  L 
to  four  individuals  in  a  similar  geographic  area  can  own  a  single  ai 
craft  based  at  a  convenient  local  airport  and  can  book  the  airplar 
by  the  day  with  no  flight-hour  restrictions,  says  TAG  Very  Light  J| 
Program  Manager  Matthew  Sheble.TAG  takes  care  of  schedulin 
operations  and  maintenance,  and  two  highly  trained  TAG  pilots  a 
dedicated  to  the  aircraft  to  take  you  anywhere,  anytime. 


It  s  not  just  a  card. 


A  choice  to  enjoy  the  journey  as  much  as  the  destination. 


 m,m 
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Marquis  Jet  Card"  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  ofNetJets*,  25  hours  at  a  time. 


The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866.538.3201  or  visit  Marquisjet.com. 


MARQUISJE 


274  6391  5381 

JOHN  T.  WATERS 
.  IflVt  THRU  12/08 
BIJLFSTRSAH  iwhiO 


All  program  flights  operated  by  NetJets  companies  under  iheir  respective  FAR  Pari  135  Air  Carrier  Certificates 
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FRACTIONAL  OWNERSHIP  AND  JET  CARDS 


Fractional  ownership  proved  that  owning  just  part  of 
a  plane  can  offer  significant  advantages  over  outright 
ownership  such  as  anytime,  anywhere  access  or 
access  to  multiple  planes  simultaneously.  Now  jet 
cards  are  allowing  travelers  to  experience  the 
unique  advantages  of  fractional  ownership  without  any  of  the  own- 
ership commitment. 

The  fractional  concept  is  simple:  You  invest  in  the  desired 
share  size,  pay  monthly  management  fees  for  upkeep  and  main- 
tenance  and  a  fixed  hourly  rate  for  time  spent  aboard.  You'll  gain 
all  the  tax  benefits  of  ownership  but  none  of  the  management 
responsibilities  —  and  wherever  you  find  yourself,  your  plane  is 
just  a  phone  call  away. 

Jet  card  programs  offer  the  flexibility  of  charter  combined 
with  the  consistency,  safety  and  reliability  of  fractional  ownership. 
But  unlike  charter,  trips  are  charged  on  a  fixed,  per-hour  cost  and 
one-way  basis  with  no  positioning  or  empty-leg  fees.  It's  an  ideal 
arrangement  for  those  with  flexible  or  unpredictable  schedules 
who  want  to  avoid  long-term  capital  investments.  Most  cards  also 
offer  a  full  refund  on  any  unused  balance. 

MARQUIS  JET  CARD 

Marquis  Jet  heralded  the  new  era  of  carefree  travel  by  offering  all 
the  benefits  of  Netjets  fractional  ownership  without  the  long-term 
capital  investment.  Sold  in  2 5 -hour  increments,  Marquis  Jet  Cards 
are  available  in  single-aircraft  cards  as  well  as  combo  cards,  which 
split  hours  between  two  different  aircraft  types.  Card  owners  can 
also  upgrade  or  downgrade  to  their  choice  of  aircraft  at  a  specified 
hour-interchange  rate,  so  they  always  have  access  to  the  entire  Net- 
Jets  fleet.  And  since  Netjets  is  still  the  only  fractional  provider  with 
independent  fleets  based  in  Europe  and  the  Middle  East,  a  com- 


FLIGHT  LOG 


prehensive  interchange  program  allow  s  Marquis  Jet  Card  owne 
to  travel  seamlessly  when  abroad  —  and  as  safely,  efficiently  ai 
easily  as  they  do  in  the  U.S. 

One  Midwest  insurance  broker  found  his  Netjets  fractior 
share  to  be  so  useful  for  his  company  that  he  purchased  a  2  5 -ho 
Marquis  Jet  card  for  family  travel.  Now  he  separates  his  businfl 
and  personal  use  while  retaining  the  same  consistency,  service  ai 
quality.  "We  have  four  young  children,  and  whenever  we  trave 
have  about  77  bags,  and  I'm  always  afraid  I'm  going  to  lose  one 
the  other  —  either  a  bag  or  a  child,"  he  jokes.  "Traveling  on  a  N 
Jets  aircraft  gives  us  a  level  of  safety  that  I  really  enjoy  in  additi 
to  some  unique  rewards,"  he  adds. 


Jim  Jacobsen, Tax  Consultant 

"One  of  the  founding  principles  of  this  company  was  a  commitment  to  providing  the  best  quality  of  life  to  our  employ 
ees,"  says  Jim  Jacobsen,  founder,  chairman  and  CEO  of  Centerprise  Group,  a  leading  national  tax-consulting  firm 
based  north  of  Houston.  "We  are  dedicated  to  maintaining  the  necessary  infrastructure  in  our  organization  to  make 
that  possible."  His  Marquis  Jet  Card  is  an  invaluable  part  of  that:  It's  the  perfect  way  to  minimize  travel  time  and  wear 
and  fear  while  boosting  productivity  and  quality  of  life. 

Currently,  Jacobsen  has  a  Gulfstream  G IV  card,  but  often  selects  a  Cessna  Citation  X  for  increased  speed  and  the 
ability  to  land  at  smaller  airports.  In  fact,  both  planes  have  become  so  strategically  important  that  he  plans  to  pur 
chase  separate  cards  for  each  plane  to  guarantee  availability. 

Though  Jacobsen  and  his  colleagues  are  flying  close  to  200  hours  a  year,  he  still  prefers  the  flexibility  of  the  jet  card  model,  with  no  need  to  tie  up  a  large 
portion  of  his  company's  capital.  "It  lets  us  be  a  little  more  [financially]  nimble,"  he  explains,  "and  for  an  organization  like  ours,  that's  critical." 

!e  the  cost  is  much  higher  than  that  of  an  airline  ticket,  Jacobsen  is  grateful  to  have  a  tool  that  provides  him  with  the  one  thing  he  never  has  enough 
m  the  road  five  days  a  week,"  he  says.  "If  I  can  get  it  knocked  out  in  a  day,  it  provides  the  balance  I'm  looking  for." 
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light  Options,  we  constantly  listen  to  our  customers  so  we  can  provide  personalized  solutions 
leir  private-jet  travel  needs.  Our  Fractional  First™  ownership  program  gives  owners  more  flight 
s  from  their  share  than  any  other  competitor.  Our  JetPASS  Ultimate  Travel  membership  offers 
£yj  greatest  flexibility  and  value  in  the  industry.  Because  we  listen,  we  innovate  -  and  our 

Diners  benefit,  flight  after  flight.  To  learn  more,  call  877.703.2348  or  visit  flightoptions.com. 
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Elizabeth  Rice  Grossman,  Retired  Investment  Fund  Manager 

After  a  successful  career  as  a  hedge  fund  manager  in  New  York  City,  Elizabeth  Rice  Grossman  swapped  hectic  days  on 
Wall  Street  for  farm  life  in  Ventura  County,  Calif.  But  while  she  loves  the  slower  pace  of  country  living,  she  still  need; 
a  way  to  move  around  quickly.  With  the  closest  commercial  airport  well  over  an  hour's  drive  away,  she  knew  c 
private  aircraft  would  be  an  excellent  personal  investment. 

Grossman  did  not  want  the  responsibility  of  owning  a  plane  outright  —  although  she  was  traveling  about  1 50  hour; 
a  year  for  her  new  personal  business  interests  —  so  Flexjet  fractional  ownership  proved  to  be  the  perfect  answer. 
Grossman's  initial  share  in  a  Learjet  40  enabled  her  to  serve  on  boards  oil  across  California  and  Washington  ant 
maintain  investment  properties  throughout  the  West,  many  of  them  inaccessible  by  airlines.  Recently,  Grossman  purchased  a  second  share  in  the  larger  Chal 
lenger  for  long-term  work  in  Hawaii  and  additional  bicoastal  travel.  "It's  an  unbelievable  luxury,"  she  exclaims.  "It  saves  you  stress.  It  saves  you  hours  of  time 
I'm  really  grateful  that  I  have  the  opportunity  to  take  advantage  of  it." 

Today,  those  fractional  shares  are  paying  big  dividends  by  keeping  her  family  connected.  "Spending  time  with  the  people  I  care  about  is  the  most  impor 
tant  thing  to  me,"  emphasizes  Grossman.  "It's  value  added  to  your  whole  life." 


BOMBARDIER  FLEXJET 

With  adaptable  programs  and  economical  options,  Bombardier 
Flexjet  is  dedicated  to  giving  customers  exceptional  leverage  in 
accessing  business  aircraft  benefits.  In  addition  to  the  traditional  frac- 
tional shares  in  Bombardier  Learjets  and  Challengers,  Flexjet  offers 
unique  leasing  opportunities  in  periods  as  short  as  24  months. 

To  fine-tune  their  commitments,  owners  can  take  advantage  of 
innovative  programs  like  "AnyTime  Options,"  which  guarantees  access 
to  larger  or  smaller  aircraft  or  multiple  aircraft  in  the  same  day,  and 
"Versatility  Plus,"  which  allows  owners  to  buy  and  sell  extra  hours 
through  an  exchange  pool.  It's  paid  off  handsomely  for  one  West 
Coast-based  advertising  executive  whose  company  owns  a  share  in  a 
Learjet  60,  but  often  trades  up  to  the  larger  Challenger.  "As  an  owner, 
I  get  to  buy  up  to  25%  more  hours  in  an  aircraft  of  my  choice,"  he 
says.  "It's  been  something  that  has  helped  us  tremendously." 

In  addition,  the  Flexjet  25  jet  card,  available  in  25-,  30-  and 
35-hour  increments  on  three  Bombardier  aircraft,  offers  the 
opportunity  to  simply  buy  time  without  the  ownership  investment. 
For  increased  economy,  different  pricing  levels  are  available  based 
on  one's  ability  to  schedule  around  peak  travel  times. 


BOMBARDIER  SKYJET 

Instead  of  booking  charter  trips  one  at  a  time  with  varying  ral 
and  no  guaranteed  availability,  Bombardier  Skyjet  offers  a  walll 
friendly,  charter-based  jet  card,  available  in  25-,  50-  and  100-hil 
increments  with  guaranteed  access  to  small-,  midsize-  or  lar< 
cabin  jets.  Skyjet  utilizes  an  elite  group  of  the  nation's  top  charl 
providers  —  the  highest-ranked  for  excellence  in  safetv  and  -I 
vice  —  that  also  meets  Skyjet's  own  stringent  quality  standarl 
Flight  time  is  charged  at  the  predetermined  rates,  but  only  for  til 
spent  aboard.  If  you  need  a  smaller  or  larger  aircraft,  you  | 
upgrade  or  downgrade  using  a  simple  conversion  ratio.  A  combii 
one-way/ round-trip  jet  card  discount-priced  for  even  greal 
savings  is  also  available. 

It's  the  perfect  solution  for  John  Thompson,  chairmarl 
Toronto-Dominion  Bank,  who  retains  a  Skyjet  Card  to  easily  si 
arate  his  personal  business  and  leisure  travel.  Unlike  on-demlf 
charter,  Thompson  doesn't  need  to  worry  about  empty-legl 
repositioning  charges  when  traveling  with  Skyjet.  He  also  li 
Skyjet's  dedicated  personal  concierge  service,  which  handles! 
travel  arrangements. 

For  the  greatest  economy,  Thompson  purchased  the  midsize 
craft  card,  which  also  gives  him  the  flexibility  to  select  a  smalle 
larger  plane.  But  for  those  who  prefer  to  fly  exclusively  on  Bombarl 
aircraft,  Skyjet  also  offers  Learjet-  or  Challenger-specific  cards. 

FLIGHT  OPTIONS 

Flight  Options,  owned  by  Raytheon  Corporation,  continue! 
raise  the  bar  with  unique  ownership  programs.  Flight  Optil 
makes  private  travel  increasingly  affordable  with  a  streamlined  I 
ol  small-cabin  and  midsize  Hawkers,  ultra-fast  Cessna  Citatiorl 
and  large-cabin  Embraer  Legacv  600s,  plus  innovative  cost-sa' 
opportunities. 

The  versatile  "Fractional  First"  plan  offers  the  flexibilitl 
flying  80%  to  1 20%  of  total  contract  hours  within  the  life  of  I 
agreement  while  paving  management  fees  onlv  on  hours  flol 


YEW  HORIZONS 
\RE  IN  THE  CARDS 

PRODUCING  THE  FLEX  JET  25  JET  CARD. 


>  More  choice,  flexibility  and  value  than  any  other  jet  card. 

>  First-in-industry  charter  limit*  and  satisfaction  guarantees  ensure 
superior  quality  and  service. 

>  Choose  the  number  of  days  and  hours  per  year  you  want 
to  fly,  at  price  levels  that  suit  your  financial  plans. 

For  more  information  visit  www.Flexjet25.com 
or  call  1.866.473.0025 


FLE  <JET 


IRATED  BY  JET  SOLUTIONS,  LLC 


NTEE  THAT  IF  YOU'VE  FLOWN  MORE  THAN  5%  OF  YOUR  CARD  HOURS  ON  A  NON-FLEXJET  25  PROGRAM  AIRCRAFT,  WE'LL  CREDIT  YOUR  ACCOUNT  WITH  ADDITIONAL  FLIGHT  HOURS. 
T  25  PROGRAM  TERMS  AND  CONDITIONS  APPLY.  TM  2007  TRADEMARK  OF  BOMBARDIER  AND  ITS  SUBSIDIARIES  AND  JET  SOLUTIONS,  LLC.  FLEXJET  25  PROGRAM  IS  OPERATED 
PART  135  BY  JET  SOLUTIONS,  LLC. 
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Mike  Miniat,  Rancher  "Cowboy" 

Rancher  Mike  Miniat  raises  cattle,  hunts  big  game  and  enjoys  a  good  rodeo,  but  even  this  cowboy  can't  rustle  up 
decent  airline  service  when  he's  home  on  the  range,  Miniat,  whose  home  and  business  stretches  across  7,400  acres 
of  pristine  Colorado  countryside,  found  nothing  accessible  about  a  commercial  airport  that's  a  three-hour  drive,  some 
of  it  along  treacherous  mountain  roads. 

Fortunately,  Miniat  discovered  the  Flight  Options  JetPASS  Ultimate  card,  and  now  he's  free  to  room.  "I  live  in  a 
remote  area  in  the  mountains,  but  I  can  fly  into  our  local  airport,  have  my  pickup  pull  right  up  to  the  plane  and  be 
home  in  20  minutes,"  Miniat  says.  "It's  the  only  luxury  I  really  have  out  here." 
Flying  direct  to  Honduras  to  discover  new  investment  properties,  frequenting  small  Midwestern  towns  for  his  cattle  business  or  checking  on  his  ranch  north 
of  Tucson,  Ariz.,  Miniat's  jet  allows  him  to  be  "far  more  aggressive"  in  his  business  plans.  And  since  JetPASS  Ultimate  offers  access  to  any  plane  in  the 
Options  fleet,  it's  perfect  for  his  varying  travel  needs. 

Currently,  Miniat  is  averaging  50  hours  of  flight  time  a  year,  but  he  expects  that  to  increase  thanks  to  the  ability  to  take  advantage  of  discounted  off- 
peak  travel.  "I  live  the  cowboy  life,"  says  Miniat,  whose  baggage  often  consists  of  merely  a  saddle.  "I  can  pick  and  choose  my  travel  days,  and  that  cuts  the 
cost  significantly,"  he  adds.  "I'm  not  the  CEO  of  a  big  company;  I'm  just  a  rancher  who  wears  nothing  but  blue  jeans  and  cowboy  boots,  but  I  find  [having  a 
jet  card]  extremely  beneficial." 


Off-peak  pricing  —  yet  another  way  Flight  Options  is  breaking  the 
fractional  mold  —  adds  even  greater  economy. 

Based  in  airline-challenged  Olympia,  Wash. ,  Steve  Boone, 
owner  and  president  of  Northwest  Harley-Davidson,  relies  on  his 
Flight  Options  Hawker  400.  "You  just  call  and  the  plane  shows 
up,"  he  says.  "It's  so  nice  to  be  able  to  own  a  plane  and  not  have 
to  do  anything."  Boone  also  appreciates  the  discounted  travel  rates 
available  through  Flight  Options' "Departure  Options"  program, 
which  offers  owners  increased  cost  savings  in  return  for  greater 
flexibility  with  departure  times  and  specific  aircraft  requests. 


ii 


II 


[With  my  Skyjet  Card],  there's  no  stress.  I  have 
complete  control  over  my  schedule  so  I  can 
concentrate  on  playing  golf,  not  on  traveling. 
It  enables  me  to  take  advantage  of  new  oppor- 
tunities and  still  get  home  to  my  family.' 
Bo  Van  Pelt,  Professional  Golfer 


Lease  options,  some  for  as  few  as  12  months,  offer  enhanced 
financial  leverage.  One  such  option  is  the  popular  "Buy  25,  Lease  25" 
program,  through  which  owners  can  split  hours  between 
different  aircraft  if  desired,  significantly  reducing  large  capital 
investments.  Meanwhile,  the  brand-new  "Fractional  Interchange 
Management"  program  allows  buyers  to  purchase  a  whole  plane 
yet  retain  the  advantages  of  fractional  ownership,  thereby  gain- 
ing benefits  never  before  available  to  whole  aircraft  owners. 

Combining  the  timesaving  power  of  a  fractional  share  with  the 
financial  advantage  of  »  jetPASS  Ultimate  Travel  Card,  any  company 
can  act  like  a  big  fij  in  >udge  like  a  small  one.  "It's  a  much 
more  efficient  way  to  do  busines     says  one  JetPASS  Ultimate 


owner.  Cards  are  sold  in  fixed-dollar  amounts  with  significant  d 
counts  for  off-peak  travel,  and  customers  can  choose  from  a 
small-,  midsize-  or  large-cabin  aircraft  in  the  fleet  at  predet< 
mined  flight-hour  pricing. 

CITATIONSHARES 

Co-owned  by  Cessna  Aircraft  Company  and  TAG  Aviation,  Citatio 
Shares,  with  its  fleet  of  small  to  midsize  Cessna  jets  and  the  larj 
cabin,  long-range  Sovereign,  is  an  economical  alternative  for  th» 
who  normally  travel  less  than  1 ,500  miles.  It's  a  perfect  fit 
Atlanta,  Ga. -based  Crawford  Communications  founder  Jess  Cra 
ford  and  his  wife  Sherri  Crawford.  "It's  a  luxury  that  reallv  letsl 
enjoy  life  to  the  fullest,"  she  says. 

CitationShares  aimed  to  reinvent  the.  fractional  model  with  its  rl 
"Citelines"  program,  which  combines  much-needed  billing  simpli< 
with  much-appreciated  economy  by  rolling  all  management  fe 
flight -hour  charges  and  other  costs  into  one  predictable  annual  p 
ment  or  equal  monthly  installments.  Owners  can  choose  between  fl 
pric  ing  levels  based  on  the  number  of  peak  travel  days  desired,  fil 
the  most  economical  320-day  option  to  the  full-price  36 5 -day  pla 


JACK  NICKLAUS'  WORLD  CitationShares 
BIRDIE -GOOD  DC"OT 
EAGLE -BETTER    DL  J  I 


Jack  Nicklaus  is  used  to  playing  a  smart  game, 
on  the  course  and  off.  His  golf  course  design 
business  is  recognized  as  the  world  leader,  and 
he  commands  the  highest  level  of  excellence.  So 
it's  no  surprise  that  when  it  came  to  fractional 
jet  ownership,  he  chose  CitationShares.  Our 
Citelines  program  is  simply  a  superior  way  to  fly. 
Transparent  pricing.  The  industry's  best  pilots. 
And  service  that's  second  to  none. 

CITATIONSHARES.  IT  RAISES  MY  GAME. 


(j£  CitationShares 

800.340.7767  x  721  CftatiqnShares.cpnj 
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Dan  Doherty,  Commercial  Real  Estate  Developer 

Commercial  real  estate  developer  Dan  Doherty  had  three  specific  reasons  for  purchasing  his  share  in  a  CitationShare 
Citation  Sovereign  —  all  of  them  under  the  age  of  eight.  "When  you  want  to  take  your  family  on  vacation,  a  majoi 
deterrent  is  the  inconvenience  of  airline  travel,"  he  says.  "We've  all  experienced  those  airport  nightmares,  but  [flyinj 
privately]  takes  the  worst  part  of  a  vacation  and  makes  it  one  of  the  highlights." 

With  its  simultaneous  long-range  and  short-field  capacity,  the  Cessna  Citation  Sovereign  is  perfect  for  Doherty" 
needs.  Equally  efficient  for  nonstop  flights  between  his  homes  in  Boston  and  southwest  Florida  or  for  business  tha 
takes  him  to  the  West  Coast,  the  Sovereign  is  also  capable  of  landing  at  small  airports  in  favorite  Caribbean  vacatioi 
spots.  "You  hove  no  connecting  flights.  No  juggling  schedules.  No  layovers,"  he  says. 

While  Doherty  acquired  his  share  primarily  for  personal  travel,  he  explains,  "I've  discovered  new  business  opportunities  as  a  result  of  my  ability  to  set 
prospects  in  a  much  more  efficient  manner."  With  the  plane,  he  can  hit  four  or  five  locations  in  one  day  —  an  impossible  feat  when  flying  commercially. 

Safety  is  his  primary  concern  but  Doherty  also  appreciates  the  simplicity  of  CitationShares'  new  "Citelines"  program.  "Pricing  is  very  competitive  and  th 
service  that  I've  received  from  them  has  been  outstanding,"  he  adds. 


Additional  cost  saving  options  include  "Preferred  Positioning," 
which  offers  discounted  rates  for  travel  on  repositioning  flights; 
"Caribbean  Express,"  which  eliminates  repositioning  fees  for 
Caribbean -bound  flights  on  select  days;  and  "Value  Plus,"  which  enables 
owners  to  purchase  extra  flight  hours  in  any  aircraft  at  special  rates. 

With  only  a  20-hour  minimum,  CitationShares  "Vector  JetCard" 
is  one  of  the  most  affordable  jet  cards  on  the  market.  Combo  cards 
allow  users  to  split  time  between  two  aircraft,  and  a  new  high-value 
option  credits  extra  flight  time  for  travel  at  off-peak  hours. 

AVANTAIR 

With  innovative  programs  and  even  more  innovative  aircraft, 
Avantair  is  arguably  the  most  unique  fractional  ownership  com- 
pany. It  is  also  the  exclusive  provider  of  shares  in  the  Piaggio 
Avanti  turboprop.  The  Avanti's  avant-garde  design,  amazing  fuel 
efficiency,  impressive  speed  and  exceptional  short-field  capacity, 
plus  ample  range  to  fly  halfway  across  the  country,  make  it  unlike 


anything  in  its  class.  In  fact,  the  Avanti  uses  roughly  40%  less 
than  similar-sized  jets  for  trips  of  the  same  distance. 

"I  love  the  fuel  savings,"  exclaims  owner  Lawrence  Amatii 
co-founder  of  Sonoma  Valley-based  New  Generation  Media,  LJ 
who  uses  his  fractional  share  for  frequent  trips  between  his  airli) 
starved  West  Coast  markets.  The  quiet,  stand-up  cabin  is  significai 
larger  than  that  of  many  small  jets,  and  with  the  ability  to  clil 
quickly  to  well  above  weather  and  airline  traffic,  passengers 
travel  in  five-star  comfort  with  economy  pricing. 

Avantair  also  pioneered  the  all-inclusive,  single  monthlv  bil] 
approach,  simplifying  a  complicated  aspect  of  fractional  own 
ship.  Owners  invariably  comment  about  the  ease  of  budgetin 

Recently,  Avantair  announced  that  it  will  be  the  first  to  ol 
shares  in  Embraer's  new  light  jet,  the  Phenom  100.  With  its  BM 
designed  cabin,  the  Phenom  is  more  spacious  and  comfortable  t 
other  light  jets  in  its  class.  And  as  with  the  Avanti,  the  really! 
news  is  the  small  price. 


FLIGHT  LOG 


Mort  Handel,  Retired  Executive 

Four  years  ago,  retired  executive  Mort  Handel  and  his  wife  left  for  what  they  thought  would  be  a  pleasant  tropici 
getaway.  Six  planes,  multiple  security  checks,  delays  and  two  luggage  mishaps  later,  an  exasperated  Handel  won 
dered  how  going  on  vacation  could  possibly  require  so  much  work.  He  knew  there  must  be  a  better  way  to  travel,  an 
he  found  it  with  Avantair. 

Now  the  holiday  begins  the  moment  he  steps  on  his  Avanti.  "It's  extraordinarily  convenient,"  says  Hande 
who  uses  the  plane  primarily  for  travel  between  his  homes  in  West  Hartford,  Conn.,  and  Boca  Raton,  Fla: 
and  to  attend  frequent  board  meetings  on  the  East  Coast.  "The  ability  to  arrive  at  the  airport  just  minute 

prior  to  departure  is  a  very  significant  benefit,"  he  points  out. 

Like  many  prospective  buyers,  Handel  was  intrigued  by  the  Avanti's  unconventional  design.  But  the  real  surprises  were  the  plane's  amazing  fuel  efficienc 
speeds  faster  than  many  small  jets,  a  more  spacious  and  comfortable  cabin  and  the  ability  to  climb  above  weather  and  commercial  traffic.  "It  does  everythin 

they  said  it  would,"  confirms  Handel.  "I'm  a  believer." 

Flying  close  to  100  hours  a  year  and  enjoying  every  minute,  Handel  is  completely  satisfied  that  the  benefits  of  private  travel  far  outweigh  the  costs.  "Yd 
have  to  measure  the  vaiue  to  you  as  an  individual.  If  you  travel  with  some  measure  of  frequency  and  want  significantly  greater  pleasure  with  the  traveling  exp* 

rience,  this  is  a  wonderful  wny  to  achieve  it." 
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BIG  NEWS  —  SMALL  JETS 


New  small  jets  are  creating  tremendous  opportunity. 
Whether  adding  small-field  capability  and  short- 
range  efficiency  to  a  company's  long-range  fleet, 
helping  small  businesses  get  off  the  ground  or 
enabling  entrepreneurs  to  be  their  own  corporate 
pilots,  small  light  jets  are  the  next  big  thing  in  the  world  of  busi- 
ness aviation. 

While  Eclipse  heralded  the  new  era  of  very  light  jets  (VLJs) 
with  recent  deliveries  of  the  Eclipse  500,  new  technology  and  new 
players  are  fast  descending  on  the  field. 

AFFORDABLE  MOBILITY 

With  its  maverick  over-the-wing  engine  configuration,  giving  an 
otherwise  small  jet  a  generously  sized  cabin,  Hondajet  proves  that 
even  an  aviation  newcomer  can  bring  extraordinary  vision  to  the 
industry.  This  new  jet,  currently  the  hottest  entrant  into  the  small 
jet  market,  came  to  life  as  a  sketch  on  the  back  of  a  calendar  by 
Michimasa  Fujino,  now  Honda  Aircraft's  company  president  and 
chief  executive  officer.  The  young,  soft-spoken  designer  defied  all 
conventional  wisdom  and  engineering  logic  with  the  breakthrough 
Hondajet,  which  can  achieve  maximum  speeds  of  480  mph  and 
climb  to  an  astonishing  43,000  feet,  well  above  the  worst  weather 
and  commercial  traffic. 

Although  this  is  the  motorcar  company's  first  toray  into  avi- 
ation, this  pioneering  effort  on  this  advanced  light  jet  is  already 
living  up  to  the  Honda  name  with  a  focus  on  comfort,  styling  and 
efficiency.  Hondajet's  generous  interior  cabin  (including  a  fully 
enclosed  lavatory  —  unusual  for  a  small  jet)  was  designed  with 
ergonomic  efficiency,  safety  and  luxury  car  comfort.  The  cock- 
pit configuration  is  equally  well  thought  out,  and  it  benefits  from 
extensive  human  factor  studies  that  result  in  optimal  safety  and 
crew  efficiency. 

EFFICIENCY,  ECONOMY  AND 
COMFORT  TAKE  WING 

Beyond  die  unique  aircraft,  the  Hondajet  also  takes  advantage  of  a 
highly  innovative  engine  design  created  from  a  new  GE-Honda 
manufacturing  collaboration.  The  result  is  a  highly  fuel-efficient 
power  plant  with  significantly  increased  engine  life  limits  and  oper- 
ating economy  30%  better  than  that  of  similar-size  business  jets. 
"I  saw  great  potential  in  the  small  business  market  for  a  low-cost, 
short-range,  small  airplane,"  says  Fujino.  But  while  the  cutting-edge 
designer  was  intent  on  lowering  operating  cost,  "I  worked  to  create 
an  airplane  which  has  superior  performance  and  comfort,  as  well 
as  an  affordable  price.  From  the  beginning,  it  has  been  our  goal  to 
bring  new  value  to  the  field  of  aviation,"  he  s-ws. 

"This  is  something  new  and  people  are  really  excited  abo.  t  it," 


"It's  a  wonderful  way  to  travel,  and  while  the 
business  need  certainly  makes  it  compelling, 
it  also  gives  you  a  lot  of  personal  enjoyment 
and  satisfaction.  If  you're  going  to  do  multiple 
things,  you  have  to  be  able  to  move  quickly/' 
Liz  Calvert,  Attorney/Entrepreneur 


says  Stephen  Keeney,  Hondajet  senior  manager,  corporate  affal 
"Honda  is  bringing  the  same  commitment  to  the  Hondajet  thatl 
have  in  all  our  other  products."  Hundreds  are  already  commill 
to  purchasing  the  new  aircraft,  for  which  full  production 
begin  in  just  over  two  years. 

BIRDS  OF  A  FEATHER 

Meanwhile,  Cessna,  with  its  new  Mustang  light  jet,  and  Eclipsel 
filling  orders  as  these  new  jets  roll  off  the  production  line.  Butl 
small-jet  revolution  is  only  beginning.  The  impending  debut  oil 
Adam  700  and  Embraer's  new  Phenom  1 00  with  its  spacic| 
luxurv-car-like  cabin,  plus  new  entrants  such  as  Epic,  Grob 
Spectrum,  underscore  the  swelling  demand  for  safe,  fast,  efficl 
and  affordable  jet  travel.  And  these  twin-jet  models,  plus  sevl 
new  single-engine  offerings  designed  for  the  owner-flown  ma  I 
from  Cirrus,  Piper  and  Diamond,  are  placing  this  new  world  ol 
travel  within  the  reach  of  more  and  more  people. 
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We  Invented  the  Private  Jet. 


iha  Way  You  Travel 


Come  join  the  Bombardier  Aerospace  family  of  private  aviation 
solutions  and  find  the  right  program  for  you.  While  others  claim  to  offer 
the  most  flexible  range  of  product  choices,  Bombardier  Aerospace  actually 
does:  from  charter  to  whole  aircraft  ownership.  No  one  else  offers  this  kind  of  flexibility. 


To  find  the  right  private  jet  solution  you, 
call  866.918.7685  orvisitwww.skyjet.com 


SAO 
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BOMBARDIER 


B  O  M  B  A  R  O  I  E  R 


B    O    M    B    A     Ft    D    I    E  ft 


BOMB  A R O  I  ER 


FLEX  JET      FLEXJET25      LEARJET  CHALLENGER 

p>2007  Bombardier  Skyjet.  *Trademark(s)  of  Bombardier  Inc.  or  its  subsidiaries.  Call  Skyjet  for  terms  and  conditions. 
Bombardier  Skyjet  acts  as  an  agent  for  the  customer  when  arranging  charter  travel  withFAA-certified  and  DOT  -  registered  charter  providers 
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BUY  IT  AND  FLY  IT  YOURSELF 


New  single-engine  piston  aircraft,  with  cutting-edge 
technology  hoth  inside  and  out,  are  an  extremely 
popular  choice  with  pilots  and  nonpilots  alike,  who 
are  discovering  that  great  benefits  really  can  come 
in  small  packages. 
With  its  unique  safety  features  including  a  whole-airplane 
parachute,  sophisticated  technology,  jet-like  instrumentation, 
impressive  range  and  a  luxurious  interior,  it's  no  wonder  Cirrus 
has  been  manufacturing  the  world's  best-selling  aircraft  for  five 
years  running.  Ease  of  use  and  the  innovative  "Cirrus  Access" 
program,  which  assigns  each  new  owner  a  highly  qualified  pri- 
vate instructor  who  will  act  as  both  personal  pilot  and  teacher 
for  the  first  year  of  ownership,  make  it  easy  for  even  fledgling 
fliers  to  get  aboard. 


I  have  three  young  grandchildren,  and  to  be 
able  to  go  see  them  whenever  I  want  to  or 
send  [my  own  plane]  to  bring  them  back  her 
is  a  gift." 

Elizabeth  Rice  Grossman,  Retired  Investment  Fund  Manager 


SAFETY,  PERFORMANCE,  PRACTICALITY 

"Cirrus  cleverly  built  a  strong  bond  among  owners,"  commen, 
Cirrus  owner  Bill  Frank.  "They  developed  not  only  initial  but  al 
ongoing  training  programs  for  pilots  who  purchase  their  aircrafjl 
either  new  or  used."  For  Frank,  Cirrus 's  built-in  safety  features  aijj 
great  performance  make  it  a  practical  personal  and  business  travt 
tool.  Taking  advantage  of  smaller  local  airfields  and  shaving  houl 
off  travel  time  on  frequent  flights  from  the  Midwest  to  the  Ea|l 
Coast,  he  says,  "I  can  handily  beat  a  commercial  airline  flight  wi  | 
my  airplane." 

And  it  keeps  getting  better:  Cirrus 's  new  turbocharged  pistoij 
powered  models  are  enhancing  flexibility  with  faster  speeds  I 
high-altitude  weather-topping  capability.  But  the  company  toolJ 
giant  leap  forward  by  announcing  its  newest  development;! 
uniquely  designed,  highly  practical  single-engine  jet  called  "Til 
Jet."  This  new  Cirrus  promises  amazing  capability  and  efficieni 
and  is  poised  to  introduce  a  new  world  of  affordable  personal  I 
travel  to  a  vast  new  audience. 


FLIGHT  LOG 


Liz  Calvert,  Attorney/Entrepreneur 

Two  years  ago  Liz  Calvert's  husband  literally  swept  her  off  her  feet  with  an  anniversary  gift  of  flying  lessons.  It  wasl 
something  she  had  always  dreamed  of  doing,  and  with  a  growing  business  interest  in  Hilton  Head,  S.C.,  a  time- 1 
consuming  commute  by  car  or  airline  from  Calvert's  Atlanta  home,  plus  a  demanding  day  job  as  chief  counsel  for  UPS,  f 
it  was  the  perfect  opportunity  to  marry  her  passion  for  flight  with  a  desire  for  fast,  efficient  travel. 

Taking  off  from  a  nearby  local  airport  and  piloting  her  own  Cirrus  SR20,  Calvert  is  making  the  frequent  trips 
to  Hilton  Head  in  a  pleasant  two  hours  and  finding  personal  fulfillment  along  the  way.  "It's  a  wonderful  way  to 
travel,"  she  says.  "It's  a  whole  new  experience,  and  while  the  business  needs  certainly  make  it  compelling,  it  also 
gives  you  a  lot  of  personal  enjoyment  and  satisfaction." 

Calvert  raves  about  her  plane's  sophisticated  instrumentation,  including  onboard  weather,  moving  maps  and  traffic  information.  "That  high  level  of  situa- 
tional awareness  gives  you  a  tremendous  sense  of  confidence,"  she  says. 

Commuting  in  her  own  plane  from  Atlanta  to  her  new  position  at  a  law  firm  in  Savannah  and  still  pursuing  personal  business  opportunities  across  coastal 
Georgia,  Florida  and  the  Carolinas,  Calvert  credits  her  Cirrus  for  the  ability  to  stay  on  top  of  it  all.  "That's  the  only  way  all  of  this  works,"  she  says.  "If  you're 
going  to  do  multiple  things,  you  have  to  be  able  to  move  quickly." 


If 
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WHY  FLYING  A  CIRRUS 
IS  ACTUALLY  BETTER 
THAN  FIRST  CLASS  ... 

ALL  OF  YOUR 
LUGGAGE  IS  CARRY-ON 

NOBODY  WILL  CONFISCATE 
YOUR  COSMETICS 
AND  MEDICATIONS 

NO  TALKATIVE  STRANGER 
IN  THE  NEXT  SEAT 


EVERY  SEAT  IS 
A  WINDOW  SEAT 

NO  AIRLINE  FOOD 

NO  PERSON  WITH  A 
HACKING  COUGH 
JUST  BEHIND  YOU 


BETTER  THAN  FIRST  CLASS 

Luxury.  Convenience.  The  finer  things  in  life.  Make  reservations 
now  for  permanent  first  class  aboard  your  own  Cirrus 
airplane!  Fly  to  every  golf  course,  ski  slope  and  hidden  harbor. 
Weekday  business  trips  are  on  your  schedule,  not  the  airline's. 

Not  a  pilot?  Not  a  problem!  CIRRUS  ACCESS"  puts  a 
Cirrus-trained  professional  pilot  at  your  side. 


CIRRUS  WANTS  TO  TAKE  YOU  FLYING. 

Call  today  for  a  complimentary  Demo  Flight 
800.701.5359   |  visitcirrusdesign.com 


.-2007  CIRRUS  DESIGN  CORPORATION.  ALL  RIGHTS  RESERVED. 
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THE  GIF  THAT  KEEPS  ON  GIVING 


'  H  n's  scason»  you  can  make  a  promise  to  be  home  for 
more  than  just  the  holidays.  "When  you  use  business 
aircraft,  you're  essentially  buying  hours  and,  in 
some  cases,  days  of  your  life  back,"  says' TAG's 

 I          Wolin.  "That's  time  that  can  be  reallocated  to  more 

important  things  like  family,"  he  adds.  The  price  tag  is  certainly 
higher  than  that  of  a  commercial  flight,  but  for  one  Midwest  insur- 
ance broker,  "Being  able  to  spend  quality  time  with  anybody, 
whether  it's  your  family  or  your  client,  has  immeasurable  value." 

CHANGE  IS  IN  THE  AIR 

The  trend  toward  personal  aviation  is  likely  to  accelerate  as 
growing  inconvenience  and  frustration  with  commercial  air  travel 
continue  on  their  inexorable  path.  But  over  at  the  General  Aviation 
terminal,  or  at  your  local  airport,  the  picture  will  be  far  different. 
A  new  era  is  dawning.  Affordable  pricing  and  the  need  for  mobility 
is  drawing  a  vast  new  audience,  including  small  businesses  and 
individuals  who  in  the  past  could  only  dream  about  buying  or  flying 
their  own  private  aircraft. 

Very  light  jets  and  a  new  class  of  even  simpler  variants  called 
personal  jets,  which  are  on  the  way,  will  open  up  personal  aviation 
to  thousands.  These  new  aircraft  designs  are  also  spawning  a 
burgeoning  air  taxi  market  where  travelers  pay  by  the  seat,  not  by 
the  airplane,  allowing  connections  between  local  communities  long 
forsaken  by  commercial  airlines. 

Whether  used  for  business,  personal  use  or  both,  private 
aviation  is  poised  to  transform  the  lives  of  growing  numbers  of 
travelers.  As  one  property  developer  sums  up,  "It's  given  me  the 
opportunity  to  run  my  business  the  way  I  need  to  and  still  spend 
as  much  quality  time  as  possible  with  my  family. To  me,  that's  huge." 


ENJOY  LIFE,  CELEBRATE  YOUR  SUCCESS 

Now,  more  than  ever,  people  are  realizing  that  the  value  accrue 
from  a  business  or  personal  aircraft  can't  be  measured  in  dollar 
"1  think  the  freedom  that's  involved  with  having  a  personal  aircral 
is  much  beyond  any  material  possession,"  comments  Northwe^ 
Harley-Davidson's  Steve  Boone.  "It's  a  great  way  to  celebrate  you1 
success  . . .  and  it's  the  best  way  I  know  to  really  enjoy  life." 

The  future  of  personal  travel  is  waiting  at  an  airfield  near  yoi 
Welcome  aboard. 
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FLIGHT  LOG  

Bo  Van  Pelt,  Professional  Golfer 

Bo  Van  Pelt  was  living  his  dream  as  a  professional  golfer.  But  as  his  family  started  growing,  he  realized  his  travel  sit- 
uation was  not  up  to  par.  With  tournament  play  beginning  on  Thursdays  and  only  the  top  scorers  making  the  cut  to 
play  through  the  weekend  —  plus  the  potential  for  a  delayed  Monday  finish  —  efficiently  scheduling  commercial 
travel  was  virtually  impossible.  The  wear  and  tear  was  debilitating,  and  an  exhausted  Van  Pelt  would  return  home 
Monday  night  only  to  head  back  to  the  airport  a  day  later. 

Then  he  discovered  the  Skyjet  Card,  which  was  like  hitting  a  hole-in-one.  "There's  no  stress.  I  have  complete  con- 
trol over  my  schedule  so  I  can  concentrate  on  playing  golf,  not  on  traveling,"  he  says.  It's  now  possible  to  bring  family 
members  with  him,  too.  The  Learjet  Card  gives  Van  Pelt  guaranteed  access  to  the  eight-seat  Learjet  45  v/ith  plenty  of  room  for  his  wife,  three  children,  their  nanny 
and  others.  "And  if  we  have  to  make  changes,  there  are  no  worries,"  he  says.  "We  just  call  for  the  jet  and  it's  there.  We  can  get  everyone  on  the  plane  and  fly  direct." 

PGA  courses,  often  far  from  airline  destinations,  are  easily  accessible  via  small  local  airfields,  so  Van  Pelt  can  be  making  long  drives  on  the  course  minutes 
after  landing,  rather  than  long  drives  on  the  road.  Whenever  he's  ready  to  leave,  his  plane  is  waiting.  "I  save  a  day  of  travel,"  he  says,  remarking  about  flexi- 
bility with  short-notice  schedule  changes  while  avoiding  security  lines,  delayed  flights  and  plane  changes. 

Van  Pelt's  Skyjet  Card  has  been  a  game-changing  experience  that's  enabled  new  business  opportunities.  "It's  a  necessary  part  of  what  I  do,  and  it  enables 
me  to  get  home  to  spend  time  with  my  family,"  he  says.  "That's  very  important.  So  while  the  jet  may  be  expensive,  it's  definitely  worth  it." 


Simplifying  Jet  Ownership 


s  travel  si' 
j  leal 


j^s  you  consider  your  aircraft  purchase  and  ongoing  travel 
management,  put  TAG  Aviation's  experience  and  discretion  to 
jlyvork  for  you.  Buying  and  managing  an  aircraft  is  a  complex 
focess.  We  know  that  the  choices  you  make  will  have  a 
rofound  effect  on  your  lifestyle,  as  well  as  your  finances. 

["AG  Aviation  brings  you  the  resources  of  one  of  the  world's 
eading  providers  of  personal  air  travel  services,  with  a  portfolio 
of  managed  aircraft  valued  in  excess  of  $1  billion  and  aircraft 
transactions  exceeding  $250  million  per  year.  We'll  work  with 
ou  to  understand  the  market,  acquire  the  aircraft,  identify  your 
nique  travel  needs  and  provide  a  personalized  aircraft 
anagement  solution. 


At  TAG,  we  provide  a  turnkey  flight  department  to  efficiently 
transform  your  aircraft  into  a  personal  air  travel  system 
with  a  crew,  dedicated  to  you,  at  your  home  base.  You  enjoy 
local  service  with  the  management  systems  and  discounts  of  a 
global  fleet.  Our  integration  of  aircraft  acquisition  and 
management  services  combines  the  acquisition  with  the 
management  of  all  maintenance, 
finance  and  operational  details,  from 
start  up  through  your  time  of  ownership. 

After  all,  we  understand  your  ultimate 
goal  is  travel,  not  merely  ownership. 


Aviation 


Aircraft  Acquisition  and  Brokerage,  Management,  Charter  Sales 


650-342-1717  •  solutions@tagaviation.com  •  www.tagaviation.com 

New  York  •  San  Francisco  •  Minneapolis  •  London  •  Geneva  •  Madrid  •  Hong  Kong  •  Sydney 


Electronics  by  Thomas  Jackson 
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1     here  was  a  time  when  no  self-respecting 
adult  would  be  caught  dead  with  an 
electronic  gadget  attached  to  his  head. 
That  was  sci-fi  stuff,  best  left  to  geeky 
early  adopters — and  cyborgs.  But  how 
times  have  changed.  The  past 
few  years  have  witnessed  the 
mainstreaming  of  all  kinds 
of  wearable  tech,  and  like  it 
or  not,  the  trend  looks  perm- 
anent. With  little  embarrass- 
ment, regular  folks  everywhere 
don  Bluetooth  earpieces,  sun 
glasses  with  built-in  MP3  players,  and 
heart-monitoring,  GPS-enabled  wrist  com- 
puters. Even  our  clothes  arc  affected:  We've 
got  jackets  with  stitched-in  solar  panels  and 
iPod  controllers  on  the  sleeves.  And  now,  heaven  i 
help  us,  we  have  the  wearable  video  camera.  J 

The  VholdR  is  the  brainchild  of  two  twentysojB 
things  from  Seattle,  Man  B.inos  ami  Jason  (  iieeii,wh3^| 
wanted  to  record  their  daring  exploits  on  the  ski  slopes 
without  getting  themselves  killed  in  the  process.  What 
they  needed  was  a  gadget  that  didn't  have  to  be  hand- 
held and  that  was  tough  enough  to  withstand  all  man- 
ner of  extreme-sports-related  abuse:  heat  and  cold;  snow, 
rain  and  mud;  blunt-force  trauma.  Their  solution  was  a 
powerful  little  video  camera — complete  with  low-light 
lens,  multidirectional  microphone,  a  micro-SD  memory 
card  and  a  battery  with  two  hours' worth  of  juice — en- 
cased in  a  rugged,  water-resistant,  anodized-aluminum 
shell  that  could  easily  be  strapped  to  a  helmet  or  even 
a  bare  head.  All  together,  it  weighs  just  4.8 
ounces.  And  it's  as  easy  to  operate  as  a  flash- 
light. Switch  it  on  and  the  camera  rolls;  off 
and  it  stops.  Then  all  that's  left  is  to  upload  the 
footage  to  YouTube,  where  fame  surely  awaits. 

Of  course,  the  VholdR  would  be  perfectly  suitable  for 
gentle,  noncxtreme  pursuits  like  kayaking,  motorcycling 
or  roller-coaster-riding — anything  that  requires  the  use 
of  both  hands.  But  really,  what's  the  point  of  strapping  a 
camera  to  your  head,  thus  risking  the  ridicule  of  your 
friends  and  family,  if  not  to  show  off  a  bit?  This  little 
number  could  be  capturing  your  finest  moments  on  the 
slopes  this  winter.  Just  take  care  they're  not  your  last.  • 


Look  Ma 
No  Hands 

The  VholdR  wearable 
video  camera  could 

be  your  ticket  to 
extreme-sports  fame. 


$350.  •www.vholdr.com.  Boeri  helme*  sold  separately; 
www.boeri.com. 
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Four  Seasons 
(;  I  f  T    c  A  K  I) 

The  card  that  doesn't  just  send  wishes. 
It  grants  them. 


4 

Four  Seasons 


When  life  feels  perfect. 


To    GIVE    THE    (i  I  FT    OF    FOUR    SEASONS,    VISIT  WWW.F0URSEAS0NS.COM/GIFTCARI1 
OK    ANY    OF   OUR    HOTELS    OR    RESORTS  WORLDWIDE. 


i  2(107  l  oin  Seasons  Holds  Lid. 


and  Goodi 


vish  list  from 


2007. 


hese  tiny  tots  have  positively 
ifested  Europe,  and  starting 
i  2008,  the  Smart  For  Two 
ill  begin  multiplying  in  the 
.S.  as  well.  This  version  will 
i  eight  inches  longer  than 
ie  last  generation,  and  the 
ant  of  the  car — deliberately 
?signed  to  resemble  a  happy 
ce — will  be  slightly  more 
ilemn  in  order  to  appeal  to 
en  as  well  as  women.  Body 
tnels  can  be  replaced  to 
lange  the  car's  color.  The  For 
10  weighs  1,800  lbs.  and 
is  a  top  speed  of  90  mph 
you  dare).  The  his  and  hers 
narts  pictured  here  are  the 
ission  coupe  ($13,600) 
id  the  cabriolet  ($16,600). 
isign  by  Mercedes-Benz. 
>u  can  reserve  one  now 
r  $99  at  www.smartusa.com. 


Ln  the  early  '60s,  Cubist 
Georges  Braque  made 
a  set  of  gouaches — the 
Metamorphoses— which  he 
hoped  to  see  rendered  as 

Jeweler  Heger  de  Loewenfeld 
made  a  ring  inspired  by 
one  of  the  paintings,  and 
Braque  was  so  pleased  with 
this  small  result  that  he 
approached  Daum,  the 
French  glass  company,  with 
plans  to  reproduce  other 
Metamorphoses  images. 
Sadly,  he  died  before  seeing 
the  project  realized.  In 
2001,  Daum  rediscovered 
Braque's  correspondence 
in  its  archives:  Asteria, 
shown  here,  is  one  of  the 
resulting  sculptures  in  pate 
de  cristal  and  polished 
bronze.  Somewhere, 
Braque  is  smiling.  Asteria, 
in  an  edition  of  eight, 
is  not  yet  priced;  similar 
etf/fKvjs  •'».  the  collection 

inform*  li  [c&'tlfmpaum, 
■v. Ys,-k  ■  :  5  2060. 


-here's  certainly  nothing 
nong  with  taking  a  Town  Car 
jo  the  airport.  But  wouldn't 
ou  really  rather  fly  over  all 
hose  motorists  crawling 
heir  way  to  New  York's  JFK 
urport  and  arrive  instead  in 
■nly  eight  minutes  from 


anhattan?  Last  year  U.S. 

elicopter  began  service  from 
l/all  Street's  Downtown 
leliport  to  JFK.  It  has  since 
dded  flights  to  Newark 
liberty  Airport  and  from  the 
ast  34th  Street  Midtown 
leliport,  as  well  as  from 
Bridgeport,  Connecticut.  An 
dditional  treat:  If  you're 
ying  Delta  or  Continental, 
ou  can  pass  through  TSA 
ecurity  before  boarding  one  of 
le  eight-seat  Sikorskys, 
baring  you  the  lines  and 
umiliations  at  the  airport. 
ne-way  fares  start  at  $160, 
ut  the  company  runs  a 
iriety  of  specials  and  will 
jpply  as  many  round- 
ip  gift  certificates  as  you 
ke.  www.flyush.com. 


Swedish  artist  Kaj  Embretsen 
hand-creates  beautifully 
balanced,  perfectly  crafted 
exotic  knives.  This  model,  the 
872-inch  ,  is  one 

of  his  folding  knives.  It 
has  a  forged  multibar  mosaic 
Damascus  blade.  The 
fossil  mammoth  handles  are 
fitted  with  18k-gold  pins. 
$3,600.  Available  in  the 
U.S.  from  vmw. knifeart.com. 


Sure,  you  could  drink 
cheaper — but  then  you 
couldn't  roll  200  years  of 
Cognac  history  on  your  tongue. 
Composed  from  top  stocks 
reserved  by  seven  generations 
of  the  Fillioux  family — 
Hennessy's  master  blenders 
since  Jean  Fillioux  began 
the  line  back  in  1800— the 
Ellipse  balances  19th-century 
mellow  with  20th-century 
vibrancy  to  produce  a  brandy 
of  subtle  fire  and  elegance 
that  will  likely  remain 
in  your  family  for  a  lot  less 
time  than  it  did  in  theirs. 
The  crystal  decanter,  with 
its  color-magnifying  "lenses," 
is  by  Thomas  Bastide  for 
Baccarat.  Ellipse,  $4,500. 
Available  through 
fine  wine-and-spirits  shops. 


*0 


^/Vhen  the  custom  in 
comes  to  set  up  your  new 
Stelpway  Lyngdorf  Model  D 
music  system — and  with  this 
machine,  you  will  need  a 
custom  installer — he'll  do  more 
than  just  plug  it  in  and  put 
the  seven-foot,  384-pound 
speakers  in  the  right  places. 
Using  a  special  microphone, 
he'll  digitally  plot  a  three- 
dimensional  acoustic  map 
of  your  space,  accounting  for 
each  architectural  and 
decorative  quirk,  from  the 
tiled  floor  over  there  to 
the  overstuffed  couch  here 
to  the  zigzag  wall  angles 
in  the  back.  With  that 
data  in  hand,  the  Model  D 
will  blanket  the  room  in 
perfectly  balanced,  concert 
hall-quality  sound,  with 
nary  an  echo  or  dead  spot 
anywhere.  $150,000. 
www.steinwaylyngdorf.com. 


It's  easy  to  love  the  one 
you're  with — if  the  one 
you're  with  happens  to  be  a 

C.  F.  Martin  acoustic  guitar. 
Founded  in  1833, the 
Nazareth,  Pennsylvania-based 
family-owned  company 
handcrafts  exquisite  stringed 
instruments  so  entrancing  that 
one  almost  hesitates  to  play 
them.  But  play  them  you 
must,  especially  this  limited- 
edition  Stephen  Stills 
signature  model.  Its  body  is 
Madagascar  rosewood,  its 
fingerboard  solid  black 
ebony  inlaid  with  fossilized 
ivory  and  abalone,  and  it 
sounds  simply  sweet.  Only 
91  have  been  made.  $1 6. 000. 
www.  martinguitar.  com. 


8  ass 


Like  a  cross  between  a 

lirector's  < 
emperor'! 
glamorous 
will  have  you  feeling  like 
Cecil  B.  DeMille,  Gary  Cooper 
and  Julius  Caesar  all  rolled 
into  one.  Now,  if  you  could 
just  get  the  elephant  to  keep 
still  while  you  tie  this  on  its 
back....  Pippa  armchair  in 
ebonied  maple  and  bultskin, 
$9,400,  at  Hermes.  (800) 
441-4488,  www.hermes.com. 


iTlercules  wore  a  lion  skin 
slung  across  his  back  (and  not 
much  else);  dressed-up  gents 
in  the  '20s  wore  raccoon 
coats:  and  now  mink  is  going 
to  the  guys.  A  perfect  case  in 
point  is  Loro  Piana's  super- 
cushy  cirdigan-cum-bomber 
:  The  body  is  vicuna  (a 
very  rare,  very  soft  wool  from 
the  South  American  animal  of 
the  same  name),  inside  of 
which  there's  a  cozy  (and 
detachable)  mink  vest.  Wear 
this,  and  never  again  know  the 
meaning  of  the  words 
"winter's  chill."  $25,000, 
at  Loro  Piana  stores. 
(212)  980-7961,  A 
www.loropiana.com. 


he  story  of  Atlantis— a 
mythical  island  civilization 
ruled  by  Poseidon— provides 
the  theme  for  a  glittering 
new  collection  of  100  one-of- 
a-kind  pieces  by  Van  Cleef 
&  Arpels.  This 
showcases  much  of  the 
artistry  for  which  the  house 
is  famous:  White  diamonds 
set  in  white  gold  form  the 
face,  arms  and  back  of  the 
sea  nymph;  yellow  diamonds 
and  sapphires  create  the 
effect  of  fish  scales  on  the 
yellow-gold  body  and  tail;  and 
an  unusually  beautiful 
7.21-carat  peachy-red  spinel 
is  set  between  the  creature's 
hands.  Deck  the  halls,  indeed. 
$286,000,  at  Van  Cleef 
&  Arpels.  (877)  VANCLEF.F, 
www.  vancleef-arpels.  com. 


Lhe  president  of  MV  Agusta, 
Claudio  Castigiioni,  had 
a  dream:  to  buiid  himself  a 
one-off  motorcycle  with 
titanium  exhausts,  a  custom- 
stitched  Alcantara  saddle  and 
an  engine  capable  of  195 
mph.  He  would  call  it — yes!— 
the  Castigiioni!  Now,  Agusta 
has  decided  to  manufacture 
only  100  more  of  the 
"CC"  model,  renamed  for  the 
occasion  the  ^^ffl^^M 
Each  owner  will  be  additionally 
gifted  with  a  $20,000  Girard- 
Perregaux  watch  and  a  hand- 
stitched  Trussardi  leather 
motorcycle  jacket.  $135,000. 
www.mvagustausa.com.  • 


■ 


during  the  past  70  years. 
So  it's  nice  to  know  that  one 
thing  has  remained  consistent. 


f RtNCH  Spiced  Liqueur  &  fine  Cognac* 

BENEDICTINE  IT  FINE  COGNAC 


Celebrating  70  Years  of  Perfection 

For  more  about  how  B&B®  Liqueur  makes  a  timeless  gift  this  season,  and  to  discover  more  classi  * 
and  contemporary  B&B  Liqueur  recipes,  visit  www.bandbliqueur.com. 


ENJOY  OUR  GOOD  TASTE  WITH  YOUR  GOOD  JUDGMENT  ®. 
Mb,  www.bandbliqueur.com 
©2007  B  &f  .IS  AREGIS|||pRADEMARK  OF  BENEDICTINE,  S.A.  IMPORTED  BY  BACARDI  U.S.A.,  INC.,  MIAMI,  FL.  LIQUEUR  -  40%  ALC.  BY  VOL. 


Celebrate  A  Storied  Pour 

The  place  was  midtown  Manhattan.  The  era, 
the  early  1930s.  It  was  a  setting  for  hot  jazz, 
fast  crowds  and  some  of  the  finest  cocktails 
ever  poured.  An  inventive  barman  at  a  New 
York  club  combined  BENEDICTINE 
Liqueur  and  fine  French  brandy,  creating 
"BENEDICTINE  and  Brandy."  The  drink 
was  an  instant  classic  and  the  name  was 
shortened.  The  blend  was  soon  bottled  and 
its  now  enjoyed  across  the  globe.  Here's  to 
a  celebrated  tradition  for  another  70  years. 


'Ctinif  ft  civic  ki~ 


Body 
Czech 

Soaking  it  up  in  the  spa  towns  of  western  Bohemia  I 


the  main  district  of  Karlovy  Vary,  also  known  by  its  German 
name  of  Carlsbad,  has  a  promenade  on  either  side  of  the 
Tepla  River,  which  has  been  girded  into  a  canal  running 
through  this,  the  Czech  Republic's  largest  spa  town. 
Mist  hangs  in  forests  that  roll  up  the  sides  of  surrounding  hills 
and  cast  a  deep  green  glow.  Puffs  of  steam  rise  from  the  ther- 
mal springs  that  visitors  come  to  experience;  if  no  one  regards 
them  as  fountains  of  youth,  the  sulfurous,  metallic  smell  has 
associations  of  good  health,  and  at  least  since  1370,  when 
Emperor  Charles  IV  established  the  settlement,  people  have 
come  to  hobnob,  perambulate  and  be  kneaded,  stretched, 
rolled,  steamed,  injected,  packed  and  irrigated.  This  is  what 
they  call  taking  the  cure. 

The  American  enchantment  with  spas  is  mainly  about 
pampering  and  pleasure.  The  European  tradition,  in  contrast, 
is  medical,  and  even  today  many  European  health  insurance 
companies  cover  visits  to  these  baden  towns,  with  Karlovy 
Vary,  Marianske  Lazne  (Marienbad)  and  Frantiskovy  Lazne 
(Franzenbad)  forming  what  Czech  tourism  promotes  as  the 
"Spa  Triangle."  Serious  visitors,  or  those  who  come  for  the 
weeks-long  stays  that  the  local  balneology  establishment  says 
you  need  for  a  proper  cure,  start  with  consultations  with  spa 
doctors  who  draw  up  a  program.  Taking  the  waters,  they  say, 
helps  with  gastrointestinal  trouble,  metabolic  diseases,  spinal 


column  issues,  gout,  diabetes,  circulatory  problems,  respiratal 
problems,  postcancer  treatment,  infertility  and  "excess  fat  in  til 
blood. "You  can  be  immersed  in  mud  or  packed  in  peat.  CarbJ 
dioxide  injections,  mineral  and  dry  carbon  baths,  electrotheral 
and  magnet  therapy  are  also  on  offer. 

In  addition  to  not  speaking  Czech,  or  German,  a  secoil 
language  in  western  Bohemia,  I  don't  speak  spa,  and  though  rl 
knowledge  is  limited,  the  sheer  spectrum  of  cure  claims  leavl 
me  skeptical.  Anyway,  I  haven't  come  to  get  well.  For  one  thirl 
I  don't  have  the  time.  Another  disadvantage  is  that  I  don't  hail 
a  disorder. 

"Everyone  over  the  age  of  18  has  something,"  says  a  worn; 
who  tries  explaining  to  me  the  spa  tradition. 
"Not  me,"  I  tell  her. 

"Not  that  you  know  of,"  she  reassures  me. 

The  luminaries  whose  steps  I  trace  include  Mark  Twain,  ail 
I  am  sympathetic  to  his  mission.  "I  didn't  come  for  the  baths," 
wrote  in  1892,  "I  just  came  to  look  around. "What  I  see  is  fete 
ing  architecture.  The  place  where  I'm  staying,  the  Grandho' 
Pupp,  is  an  opulent  neo'-Baroque  residence  with  chandeliel 
hanging  from  high  ceilings,  even  in  the  guest  rooms.  (Aloil 
with  scenes  of  the  promenade,  the  hotel  is  featured  in  the  recej 
Casino  Royale.)  There  is  a  Baroque  church,  as  well  as  Rococl 
neo-Renaissance  and  Art  Nouveau  buildings  that  house  fi: 
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cafes  with  marble-topped  tables  and  large,  richly  draped  win- 
dows. In  the  middle  of  town,  a  half-timbered  house  once  hosted 
Russia's  Peter  the  Great,  one  of  a  parade  of  aristocrats,  artists,  so- 
cialites, mildly  ill,  moderately  stressed,  terminals  and  hypochon- 
driacs who  have  spent  time  here.  Plaques  noting  who  stayed 
where — Schiller,  Strauss,  Chopin,  Freud,  Kafka,  Beethoven  and 
so  on — are  nailed  to  walls.  Storefronts  sparkle  with  jewelry, 
porcelain  and  Bohemian  crystal. 


Polyglot  menus  stand  on  tented  boards  outside  cafes  and 
restaurants,  but  English  isn't  a  featured  language.  Russian  is.  We 
won  the  Cold  War;  they  won  Karlovy  Vary.  Russians  are  said 
to  own  many  of  the  hotels;  more  than  40  percent  of  last  year's 
overnight  visitors  were  Russians,  who  must  enjoy  spanking 
good  health  after  staying  an  average  of  almost  two  weeks. 
Following  the  Velvet  Revolution  in  1989  that  brought  then- 
Czechoslovakia  freedom  from  four  decades  of  Communist 
rule — the  "Velvet  Divorce"  amicably  separated  Slovakia  from 
the  Czech  Republic  in  1993 — the  government  either  resti- 
tuted or  sold  the  assets  it  confiscated,  including  the  spas  and 
hotels. The  Russians,  who  came  in  tanks  in  1968,  arrived  armed 
with  cold  cash. 

"They  were  the  only  ones  who  had  any  money,"  says  a  guide 
I  hire  to  show  me  around  for  a  couple  of  hours.  "They  are 
nouveaux  riches,"  she  says,  oozing  with  all  the  contempt  of  the 
vieux pauvres.  She  is  ambivalent  about  foreigners  in  general, 
who  have  brought  a  tourism  boom  but  have  priced  out  the 
Czechs  themselves,  who  in  2006  made  up  less  than  10  percent 
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of  spa  visitors.  Most  of  Karlovy  Vary's  54,000-odd  residents  li 
in  the  less  aesthetically  appealing  new  town. 

Visitors  taking  the  "the  drinking  cure"walk  around  carryi 
painted  spa  cups  with  spouts  designed  to  regulate  how  quid 
they  drink,  and  move  between  pramen,  the  springs,  that  £ 
sheltered  by  a  series  of  colonnades,  artfully  constructed  stru 
tures  of  marble,  wood  or  cast  iron. 

"We  recommend  drinking  the  water  on  an  empty  stomach, 


Waters  for  the 
taking,  from  left,  in 
Marianske  Lazne, 
a  Roman  bath;  in 
Karlovy  Vary,  a  spa 
tub  at  the  Grandhotel 
Pupp  and  a  fountain 
of  (digestive)  youth 


can  pass  through  easily  and  the  water's  warmth  can  wash  all 
ipurities  from  the  mucous  membrane  of  the  digestive  tract,"  the 
cal  literature  says.  "The  water  should  be  drunk  slowly  while 
"1*  alking  so  that  carbon  dioxide  gas  present  in  the  water  can  en- 
rge  arteries  and  digestive  tract.  The  water... cleanses  the  liver 
:  id  the  pancreas  and  it  improves  peristalsis  and  the  emptying  of 
e  intestines...."  And  so  on. 

\  At  the  Mill  Colonnade,  a  neo-classical  hall  of  marble  columns, 


leet  some  Czechs  who  escaped  Prague  for  the  weekend.  They 
ss  a  cup  around  until  it  reaches  one  woman,  who  sips  and 
ices  and  shows  her  tongue, 
j  "Does  it  work?"  I  ask  her. 

"It  has  to  work,"  she  says.  "Anything  (hat  tastes  that  bad  has 
)e  good  for  you." 

1 1  forego  the  drinking  cure  with  thoughts  of  my  mother's 
[do,  a  variation  of  the  Hippocratic  Oath:  Do  No  Harm  to 
lyself,  but  eventually  I  decide  to  avail  myself  of  a  rub  and  a 
ik.  Some  relaxation  is  always  a  good  thing,  and  how  often  do 
find  yourself  in  the  balneological  Holy  Land?  And,  to  be  fair, 
Iny  spas  have  adopted  the  trendy,  contemporary  versions  of 
sllness,"  promising  pampering  instead  of  regimens.  It's  just 
It  some  haven't  quite  made  clear  which  treatments  might  ap- 
kl  to  a  person  with  health  issues  and  which  would  suit  those, 
fe  me,  just  looking  for  a  good  time. 

sTake,  for  instance,  the  Castle  Spa,  where  I  decide  to  get  my  feet 
:  with  a  treatment.  It's  a  renovated  Roman-style  spa,  where  $40 
Irs  me  two  hours  in  the  spa,  which  sounds  like  a  deal, 
rlt  includes  one  major  and  one  minor  treatment,"  the  recep- 
riist  explains. 

["What's  a  major  treatment?" 

[A  20-minute  massage  or  an  underwater  massage." 
JiTU  go  for  the  regular  massage." 
'J  r That  is  not  available." 

iji'In  that  case,  I  choose  the  underwater  massage." 

■■After  changing  in  a  cabin,  I  take  my  receipt  to  the  spa,  and 
II  directed  into  a  large,  tepid  pool  occupied  by  a  gang  of  locals, 
|r>  swim  and  splash  and  make  me  wonder  how  you  say  "Knock 


it  off!"  in  Czech. 

Minor  treatments  include  "inhalation  therapies,"  or  people 
breathing  into  tubes,  that  once  again  summon  my  mother's  credo, 
so  I  go  for  the  one  that  seems  most  innocuous,  a  quarter-hour 
self- administered  therapy  in  which  I  stand  up  to  my  knees  for  a 
minute  in  hot  water,  a  half-minute  in  cold  water,  and  switch  back 
and  forth.  This  is  said  to  improve  the  circulation.  It  strikes  me  as 
a  case  of  fixing  what  isn't  broken,  though  I  have  to  admit  that  after 
moving  from  hot  to  cold  a  few  times  I  begin  to  wonder  if  perhaps 
now  I  really  do  have  a  circulation  problem.  It  is  not  relaxing. 

Alter  15  minutes,  I'm  directed  back  to  the  pool,  but  I  decide 
I'll  have  green  tea  and  read  my  book,  the  Czech  comic  World 
War  I  novel,  Jaroslav  Hasek's  The  Good  Soldier  Svejk,  until  I  go  to 
inquire  about  my  "major"  treatment.  Some  time  later  I'm  shown 
into  a  bath,  where  a  woman  dressed  in  One  Flew  Over  the  Cuckoo's 
Nest  whites  directs  a  powerful  hose  at  my  body.  It's  over  in  11 
minutes.  There  is,  I  confess,  possibly  something  wrong  with  me 
that  I  keep  track,  but  they're  the  ones  who  specified  20  minutes. 

"That  was  a  quick  20  minutes,"  I  say. 

The  nurse  smiles  and  nods  agreeably.  She  doesn't  speak 
English. 

Downstairs  I'm  directed  back  into  the  pool  with  the  splash- 
ers, so  I  pack  up,  a  little  tense  about  being  shortchanged  by  nine 
minutes,  and  take  up  my  cause  with  the  receptionist. 

"You  said  it  was  20  minutes." 

"Well,  15  or  20," she  says,  and  adds, "about." 

"Mine  was  11." 

"Yes,  as  I  told  you  already,  about  15."  Her  eyes  say,  "Get  a  life." 

Which  I  do  as  I  continue  my  journey  in  Marianske  Lazne,  a 
half-hour,  $60  taxi  trip  into  a  valley  that  for  centuries  was  a  pre- 
serve for  monks  until  they  discovered  the  value  of  the  springs, 
which  provided  the  minerals  and  vitamins  needed  for  a  good 
tourism  business.  Here,  too,  the  tourists  included  emperors  and 
celebrities,  including  England's  Edward  VII  and  his  nephew 
Germany's  Kaiser  Wilhelm  II,  who  in  1904  planted  two  oak  trees 
in  front  of  a  church  to  symbolize  eternal  peace.  So  much  for  good 
intentions,  but  the  oak  trees  are  still  there.  Contemporary  visitors 
can  also  get  close  to  Edward  VII  at  the  Royal  Cabin,  where  the 
British  king  took  the  waters,  in  the  restored  New  Spa  Hotel. 

My  guide,  Josef  Kralovec,  walks  me  into  the  main  square,  a 
wide,  landscaped  crescent  that  rises  up  a  slope,  with  a  church  in 
the  center,  a  fountain,  springs  and  colonnades,  and  quite  a  few 
busts  and  statues,  including  one  of  Johann  Wolfgang  Goethe.  As 
the  oft-told  story  goes,  at  age  72  the  great  German  writer  took 
notice  of  a  fetching  17-year-old,  Ulrika  von  Levetzow,  but  the 
teenager's  mother  put  the  kibosh  on  the  sorrowful  Old  Werther's 
marriage  proposal  and  he  left,  never  to  return.  His  apartment, 
with  the  original  furnishings,  is  now  a  museum. 

I  resume  my  relaxation  mission  at  the  Falkensteiner  Grand 
Spa  Hotel  Marienbad,  a  building  that  once  hosted  Strauss  and 
Chopin.  Its  new  owner,  an  Austrian  hotelier,  gutted  the  original 
space  of  everything  but  the  grand  foyer  and  installed  a  modern 
spa  and  guest  rooms. 

I  sign  up  for  three  treatments,  including  the  massage  I've  started 
to  get  a  hankering  for.  Perhaps  if  I  had  a  proper  health  insurance 
company  that  would  take  a  doctor's  prescription  of  baths  and  rubs 


with  the  seriousness  it  deserves,  I  might  stay  three  weeks  and  see 
if  I  could  be  transformed,  perhaps  into  the  sort  of  person  who 
could  be  robbed  of  nine  prepaid  massage  minutes  and  not  notice. 

The  signature  treatment  here  is  hydrotherapy,  recently  intro- 
duced at  the  time  of  my  visit,  which  involves  lying  in  a  deep  basin 
with  warm  rust-colored  water  that  jets  onto  your  .body  as  the  bath 
lights  up  with  different  colors.  It's  novel,  and  relaxing  enough,  1 
guess,  though  it's  my  custom  to  read  in  the  bath,  and  from  the 
depths  of  the  tub  I  can't  reach  Svejk.  After  some  time,  the  water 
starts  to  have  an  effect,  and  then  a  woman  of  indeterminate  age 
comes  back,  lays  out  a  blanket  and  a  sheet  on  a  reclining  chair 
and  wraps  me  up  like  a  strip  of  meat  in  a  tortilla  and  leaves  me 
again.  Now  it's  all  starting  to  work,  and  I  can  feel  myself  drifting 
off  just  as  the  door  opens  and  she  says  something  in  Czech  that 
requires  no  translation.  Time's  up. 

After  the  bath,  I  go  for  a  baste  in  the  sauna.  I  have  on  a  robe 
and  a  bathing  suit  as  I  check  out  the  facilities.  There  is  a  niche 
with  contoured  reclining  chairs,  a  steam  bath  and  three  dry 
saunas  that  issue  an  orange  glow.  Also:  naked  men  and  women, 
young  and  old.  I  start  into  the  sauna.  Two  German  women  stop 
me.  "Bitter  they  howl,  pointing  at  my  trunks.  "2?//%/"  With  every- 
one else  in  the  buff,  getting  caught  wearing  clothes  feels  oddly 
mortifying.  Do  nudists  have  dreams  of  being  caught  garbed? 
Stripped  of  my  inhibitions,  though,  I  quickly  adapt  and  find 
it  surprisingly  comfortable,  even  liberating. 

Thus  primed,  I  intend  to  go  for  the  mud  the  next  day  after  a 
40-minute  train  journey  to  Frantiskovy  Lazne,  which,  along  with 
certain  gynecological  treatments  and  its  Hapsburg  history,  is 
what  the  place  is  known  for.  Unfortunately  it  turns  out  that  I 
need  a  spa  doctor's  prescription — they  take  the  medical  part 
seriously — and  the  doctor  isn't  available  until  tomorrow,  when 
I'm  scheduled  to  be  in  Prague. 

It  is  entirely  the  wrong  time  of  year  for  a  visit,  when  the  town 
is  gearing  up  for  Christmas  and  New  Year's.  Interiors  are  being 
painted,  bricks  laid  on  paths.  Even  the  springs  are  closed.  The 
only  person  who  speaks  English  is  another  guest,  an  Egyptian 
who  has  lived  in  Prague  for  36  years. 

"This  is  the  best  of  all  the  spa  towns,  without  a  doubt,"  he 
says.  He  loves  the  parks  and  the  charm  of  the  buildings.  "It's  less 
touristy,  and  you  can  walk  without  having  to  climb  hills." 

I  am  still  getting  past  my  disappointment  about  the  mud, 
but  after  a  soak  at  the  Aquaforum,  an  indoor 
water  park  attached  to  the  hotel,  I  wander  off 
to  discover  Franzenbad's  charms.  Established 
by  Emperor  Franz  I's  royal  decree  in  1793,  it 
is  set  in  a  grid  and  all  of  its  buildings,  with  the 
exception  of  its  theater,  are  bright  yellow, 
the  color  of  the  Hapsburgs,  with  hand-carved 
stucco  molding,  columns,  pilasters  and  stat- 
ues in  niches. 

Around  the  main  grid  is  a  public  park  with 
paved  trails  and  grand  statuary  running  from 
modern  abstracts  to  classic-style  figures  of  roy- 
alty in  military  poses  that  are,  it  happens,  of 
recent  vintage  though  they  look  as  if  they've 
been  there  a  good  hundred  vears.  Fra.izenbad's 


recent  history  is  notable.  By  1989,  it  was  largely  in  disrepair  an 
given  up  for  dead.  A  group  of  people  who  had  earned  meag 
wages  all  of  their  lives  cobbled  together  investment  money,  incoi 
porated  as  the  Lazne  Frantiskovy  Lazne  PLC,  and  began  acquii 
ing  and  restoring  the  historic  buildings  and  turning  them  inn 
hotels. They  say  all  profits  stay  in  the  community,  and  they've  trie 
to  preserve  the  character  of  the  place  not  just  through  restoratiq 
and  preservation  projects  but  by  making  their  services  availab] 


to  Czechs,  who  represent  40  percent  of  their  clientele.  Their  pro 
erties  include  12  three-  and  four-star  hotels,  among  them  the  aj 
I'm  at,  the  Pawlik,  and  the  Imperial,  a  neo-Renaissance  villa  or) 
a  domain  of  the  Hapsburgs,  which  is  a  fine  49-room  hotel  on  t) 
edge  of  the  park. 

When  I  leave  the  following  day,  I'm  sorry  not  to  have  had  mol 
time,  or  been  there  in  season,  but  I  can  hardly  complain  upon 
riving  in  Prague,  where  I  drop  my  bags  at  the  Carlo  IV,  housed! 
the  old  Prague  post  office  where  government  spies  used  to  sci 
tinize  people's  mail,  and  meet  up  with  Milos  Curik,  my  guide, 
was  a  pre- Revolution  dissident  and  former  postal  worker  wh«| 
current  professions  are  funerary  art  and  location  scounting  I 
film  companies  who  love  Prague  {Amadeus, Mission:  ImpossiX 
The  Pink  Panther  remake  were  all  filmed  here). 

The  panoramic  views  from  Hradcanyl 
the  Castle,  feature  red  pantile  roofs,  gotl 
spires,  domes  and  gables.  It  is  a  splen. 
place,  and  Milos  knows  history  and  arc 
tecture,  and  can  point  out  quirky  spots,  sk 
one  needs  in  Prague,  where  tourist  hor 
threaten  to  standardize  the  experience, ; 
where  buildings  are  a  rich  bricolage  of  r| 
dieval  and  modern,  Baroque  and  Rocc 
Renaissance,  Gothic,  even  Cubist.  "Pra:1 
has  no  pure  styles,"  Milos  says.  "It's 
transitional. "The  Castle  complex,  wh 
is  to  Prague  what  the  Eiffel  Tower  is 
Paris,  comprises  600  years  of  architectui 
Gothic-to-Modernist  continuum. 
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We  cover  centuries  in  a  day,  including  the  obvious  and  essen- 
1  spots — the  Charles  Bridge,  New  Town  Square,  the  Jewish 
jarter,  in  addition  to  the  Castle.  Milos' cultural  and  historical 
ggets  bring  the  city  to  life.  Here  Mozart  and  Beethoven;  there 
\  Golem  and  the  Old  Jewish  Cemetery,  with  its  densely  packed 
rden  of  listing  Stella,  and  the  Jewish  Museum,  with  its  unbear- 
e  wall  of  Holocaust-victim  names  and  displays  of  children's  art. 
;re  Kafka's  father's  haberdashery;  there  the  place  where  he 


wrote  The  Metamorphosis,  barely  an  arm's  length  from  where 
Milan  Kundera  set  the  opening  of  The  Book  of  Laughter  and 
Forgetting.  Here  the  grim  venues  where  secret  police  interrogated 
victims,  and  worse;  there  the  street  where  the  Velvet  Revolution 
that  ended  Communist  rule  in  1989  began  its  march. 

Mindful  of  my  mission,  I  book  a  treatment  at  the  Mandarin 
Oriental,  a  sparkling  99-room  hotel  that  opened  in  September 
2006  in  what  was  originally  a  14th-century  monastery.  The  spa  is 
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within  the  walls  of  an  old  church;  a  glass  floor  is  laid  over  ruins. 
The  Hong  Kong-based  company  has  brought  an  Asian  touch 
to  the  local  spa  tradition.  Instead  of  a  spa  doctor,  visitors  get  a 
consultation  over  herbal  tea  with  a  massage  therapist.  You  buy 
80-  or  120-minute  sessions.  I  go  for  80  minutes  and  a  massage 
of  my  back  and  feet,  with  a  facial  in  between. 

The  whitewashed  vaulted  stone  ceding,  spa  oils  and  monas- 
tic chanting  on  the  iPod  all  contribute  to  a  general  feeling  of 
well-being.  The  therapist,  Monika,  hits  pressure  points  like  on 
and  off  buttons.  Call  it  wellness,  call  it  spa.  Call  it  stupendous.  I 
am  drifting  with  angels,  looking  down  upon  the  fellow  known 
as  me  down  there  on  the  operating  table. 

Later  I  meet  a  friend  at  a  cafe  that  Vaclav  Havel,  the  play- 
wright and  beloved  ex-president,  frequented  while  planning  the 
Velvet  Revolution,  and  then  we  decide  to  visit  the  pub  where 
Hasek  set  parts  of  Svejk.  I  even  have  it  in  mind  to  haul  up  to  the 
Casde  for  the  sunset.  But  when  I  get  back  to  my  room,  I  sense 
that  such  ambition  threatens  to  undo  the  therapist's  efforts,  and 
I  decide  to  honor  them  by  lying  on  my  back. 

This  quest  for  relaxation  is  tiring  stuff.  • 
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Well,  all  right,  Asko  is 
a  dog,  technically — a  huge,  panting, 
110-pound  purebred  German  shepherd. 
But  still:  When  he  sits,  he  leans  into  my 
leg,  rubs  his  cheek  against  my  knee  and 
pushes  his  fanny  toward  the  heel  of  my 
foot.  His  tail  does  a  happy  windshield- 
wiper  wag.  He  gendy  nudges  my  hand, 
licks  my  fingers  and,  though  we  met  only 
a  couple  of  hours  ago,  he  obeys  my  every 
command.  All  the  while  his  vibrant  eyes 
beam  up  at  me,  dancing  with  loyalty  and 
love.  An  absolute  angel. 

And  then,  bless  his  heart,  when  I  point 
to  that  young  woman  across  the  room,  he 
rushes  toward  her  and  tries  to  rip  her  arm 
from  its  socket  with  a  ferocity  forged  in  the 
fires  of  hell.  Angel  Asko  is  a  devil  dog,  too. 

The  combination  of  angel  and  devil 
makes  Asko  a  valuable  pooch.  This  week- 
end a  well-to-do  family  from  White  Plains, 
New  York,  will  claim  Asko  as  their  own. 
Asko's  price  tag:  $42,000. 

That  sum,  impressive  as  it  is,  places 
Asko  in  the  middle  of  the  pack  for 
Harrison  K-9s,  some  of  which  sell  for 
as  much  as  $55,000  and  none  for  less 
than  $25,000.  For  years  Harrison  Prather, 
founder  of  his  eponymous  K-9  service, 
trained  German  shepherds  for  military  and 
police  work  until  he  glimpsed  a  new  chal- 
lenge in  an  unmet  market  niche:  wealthy 
owners  who  needed  a  dog  not  only  for  se- 
curity and  protection  but  also  as  a  safe  and 
reliable  family  pet.  Prather  went  upmarket, 
and  today  Harrison  K-9  sells  an  average 
of  130  dogs  a  year,  each  trained  to  the 
specifications  and  needs  of  its  new  owners 
at  the  25-acre  compound  of  Harrison  K-9 
Security  Services  outside  Aiken,  South 
Carolina.  Customers  come  from  Europe, 
the  U.S.  and  Latin  America,  and  include 
an  impressive  number  from  the  worlds  of 
entertainment,  politics  and  professional 
sports  (almost  all  of  whom,  alas,  deal  with 
Prather  on  a  guarantee  of  anonymity). 

"We  needed  a  dog  that  could  separate 
his  protection  duties  from  day-to-day  life," 
says  Dennis  Hecker,  a  Minnesota  entre- 
preneur who  owns  a  pair  of  Harrison  dogs. 


With  children  ages  5  and 
12,  as  well  as  grandchildren  from  a  pre- 
vious marriage,  Hecker  was  particularly 
concerned  that  any  guard  dog  be  sensitive 
to  the  rhythms  and  demands  of  his  family. 

"We  have  a  pretty  high-profile  life- 
style, we're  recognizable  and  we've  had  se- 
curity problems  in  the  past,"  Hecker  says. 
"We've  got  three  different  houses,  and 
the  dogs  go  with  us  everywhere,  on  our 
plane.  We  seldom  use  a  bodyguard  any- 
more. We  don't  need  guns,  plainclothes 
personnel — none  of  that. 

"At  the  same  time,  we  have  a  little 
girl  who  wants  to  play  with  her  dogs — 
constantly.  She  crawls  in  their  cage  and 
rubs  their  belly.  We  call  our  grandson 
'crocodile  guy'  because  he  likes  to  get 
them  down  and  pry  open  their  mouths. 
They're  totally  sweet. 

"Then,  if  we  give  the  right  command, 
the  dog  turns  into  Norman  Schwarzkopf. 
I  mean,  you  take  one  look  at  him  and 
you'd  have  to  be  just  dumb  as  hell  to 


even 


Hecker  chuckles.  He  doesn't  need  to 
finish  the  thought.  I've  seen  Asko's  teeth. 
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SON  PRATHER  RECALLS  WHEN 
as  first  bitten,  so  to  speak,  by  the 
for  German  shepherds.  He  was  in 
my  during  the  Vietnam  War.  One 
t  at  the  enlisted  men's  club,  a  brawl 
out.  MPs  arrived  to  break  it  up  and 
ed  to  join  the  melee  instead, 
obody'd  pay  attention  to  the  MPs 
ay,"  Prather  told  me.  "Everybody 
they  wouldn't  do  anything.  It  was 
-for-all. 

nd  then  a  canine  team  showed 
ne  man,  one  dog.  And  everything 
ed.  That  was  my  first  exposure  to 
ng  dogs.  I  was  thrilled  by  what  they 
do.  I  said,  'This  is  my  calling.'" 

iter  mustering  out  and  graduating 
a  degree  in  business  from  the  Univ- 

/  of  South  Carolina,  Prather  appren- 


ticed with  a  handler  who  specialized  in 
training  military  and  police  dogs  for 
tracking  and  patrol  work.  Eventually  he 
started  his  own  security  dog  business,  and 
before  long  realized  that  whole  aspects 
of  the  dogs'  nature  were  being  ignored. 

"Anybody  can  train  a  dog  to  be  vi- 
cious," he  said.  "They're  born  and  raised 
to  bite.  They  naturally  have  that  power. 
What  you  want  is  to  control  that  power. 
Power  without  control  is  nothing." 

We  were  sitting  in  his  wood-paneled 
office  in  a  converted  mobile  home  tucked 
at  the  edge  of  a  stand  of  scrub  pine  and  pin 
oaks.  Hung  on  the  wall  behind  him  was 
an  oil  painting  of  Honcho,  now  deceased. 
"I  wouldn't  be  where  I  am  today  without 
that  dog,"  he  said,  flexing  the  gold  band 
of  his  Rolex.  "Honcho  showed  me  the  pos- 


sibilities. He  was  huge — like  an  oak  stump 
with  legs.  Head  the  size  of  a  basketball.  But 
he  was  so  gende.  A  gende  giant." 

Honcho's  been  dead  for  17  years,  but 
Prather  pays  tribute  to  him  by  producing 
gende  giants  in  the  Honcho  mold.  Har- 
rison K-9s  come  from  a  single  source  in 
Germany,  where  they've  been  certified  by 
Schutzhund  clubs — kin  to  the  American 
Kennel  Club,  but  more  tighdy  regulated  in 
the  German  manner,  with  Teutonic  guar- 
antees of  quality  control.  By  the  time  the 
dogs  are  selected  and  flown  to  Aiken, 
they've  lived  for  at  least  two  years  with 
German  families  and  been  trained  in  the 
fundamentals  of  obedience. 

Once  in  the  compound,  Prather  s  train- 
ers mold  them  to  a  client's  specifications. 
They  can  be  taught  to  track  your  kids,  case 


FbrbesLile  !  181 


I 


your  house,  run  an  obstacle  course,  even  to 
avoid  poison  food  set  out  by  a  malefac- 
tor— everything  but  pick  up  the  dry- 
cleaning.  The  buyer  of  one  recendy  sold 
dog,  for  example,  wanted  him  to  serve  as 
both  companion  and  guard  to  his  invalid 
mother.  To  accustom  him  to  his  new  situ- 
ation, the  trainer  worked  from  a  wheel- 
chair, a  simulated  IV  trailing  alongside. 

Prather  instills  the  gendeness  in  the  gi- 
ants by  hiring  female  trainers  almost  exclu- 
sively. The  training  is  direcdy  overseen  by 
November  Holley,  a  diminutive  blonde  and 
mother  of  two  who's  worked  for  Harrison 
K-9  for  13  years.  The  feminine  touch  is 
essential  to  training  the  dogs,  she  told  me. 

"A  woman  can't  bully  a  dog  like  this," 
Holley  said.  "I'm  just  not  physically  strong 
enough.  These  dogs  are  as  big  as  me — one 
gets  up  on  his  hind  legs,  he's  looking  me  in 
the  face."  So  she  trains  the  dogs  to  respond 
to  commands  without  brute  force — verbal 
and  manual  signals  that  wives  and 
children  can  use  _ 

when  the  dogs  are 
in  their  new  homes.  "If  I'm  going 
to  get  him  to  do  what  I  want,"  she  said, 
"I  need  to  be  able  to  count  on  the  dog's 
intelligence  and  on  the  bond  I  have  with 
him — just  like  the  client  will."  For  the 
same  reason,  the  trainers  often  bring  the 
dogs  home  at  night  to  play  and  sleep  with 
their  own  children. 

"We  won't  sell  you  a  dog  that's  going 
to  be  around  your  kids  unless  the  dog's 
already  been  around  our  kids,"  she  said. 

TO  PUT  IT  ANOTHER  WAY,  THE 
dogs  are  trained  to  be  "wimp-proof."  It's 
not  a  technical  term;  I  just  made  it  up. 
But  I  know  what  I'm  talking  about.  At  my 
daughter's  insistence,  several  years  ago 
our  family  bought  a  fluffy  dog — a  creature 
just  large  enough  to  get  wedged  between 
the  pads  of  one  of  the  paws  of  a  Harrison 
K-9.  Our  relationship,  owner  to  dog,  has 
been  fraught.  Although  chances  are  good 
that  I  could  take  this  15-pound  bichon 
frise  in  a  fair  fight,  he  will  do  nothing  I  ask 
him  to  do,  only  what  I  ask  him  not  to  do. 
He  senses  my  own  uneasiness  with  dis- 
cipline and  force.  He  thinks  I'm  a  wimp. 

Would  a  Harrison  K-9  have  the  same 
problem — or  rather,  woidd  I  have  the  same 
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problem  with  a  Harrison  K-9?  Holley  of- 
fered to  put  me  through  a  truncated  version 
of  the  training  that  every  new  owner  un- 
dergoes. The  program  normally  lasts  two 
days.  Sometimes  the  clients  fly  to  Aiken 
to  train  with  their  new  pet  across  the  open 
fields  and  through  the  woody  thickets  of 
the  Harrison  K-9  compound.  More  often 
the  dog  is  delivered  to  the  client's  house  by 
a  pair  of  Prather 's  trainers,  who  introduce 
him  (or  her)  to  the  new  family  and  teach 
its  members  the  commands  and  signals  the 
dog  relies  on.  (Bringing  the  trainers  to  your 
house  is  pricey:  $1,900  a  day,  for  two  train- 
ers, plus  expenses — although,  as  Prather 
says,  "price  has  never  been  a  sticking  point 
with  our  clients.") 

My  training  began  with  "leash  work." 
The  leash,  however,  was  attached  to  a 
bucket  of  rocks.  "You've  got  to  get 
comfortable  with  the  £ 

^  commands  before  you  work 

with  the  dog,"  Holley  told  me.  "Otherwise 
the  dog  will  just  get  confused  while  you're 
trying  to  figure  them  all  out."  At  her  re- 
quest I  treated  the  bucket  like  a  dog,  tug- 
ging its  leash  and  walking  around  its  inert 
bulk  and  speaking  sternly  to  it  in  German. 
All  commands — there  are  only  a  handful 
of  them — are  given  in  Prather's  version  of 
German,  and  each  is  spoken  in  tandem 
with  a  hand  signal,  for  emphasis.  "B/ieb!" 
I  would  bark,  thrusting  palm  outward: 
"Stay!"  And  the  bucket  stayed. 

But  then  so  did  Asko,  when  we  were 
introduced.  I  petted  him.  We  walked 
around,  stopped  and  started.  Within  half 
an  hour,  he  would  sit  when  I  said  uSitz!" 
(tapping  my  hand  on  my  left  leg)  and  fie 
down  when  I  said  "Plate!"  (right  hand 
swept  downward  in  front  of  his  nose).  His 
tad  did  its  windshield-wiper  wag. 

At  this  point  in  normal,  nonaccelerated 
training,  Holley  said,  the  dog  would  be  left 
overnight  with  the  new  client  and  his 
famUy.  "They've  seen  how  gende  he  is," 
she  said.  "They'll  play  with  him,  sleep 
with  him.  And  then,  the  next  day — well, 
I  want  you  to  fall  in  love  with  the  teddy 
bear  before  I  show  you  the  alligator." 

This  is  when  I  met  Nika,  an  apprentice 
trainer  who  appeared  in  a  padded  mugger 
suit,  her  left  arm  heavily  armored  in  a 


reinforced  sleeve.  I  noticed  she  avoi<  Wei 
eye  contact  with  Asko,  which  seemec  fan 
put  him  on  edge. 

Nika's  the  bad  guy,"  Holley  said.  kH 
Suddenly  Nika  fell  to  a  feral  cro' 
and  made  a  feline  hiss.  At  Holley's 
struction,  I  hissed  too,  to  Asko:  "Pass  at 
("Watch!") 

I  was  trying  to  sound  more  like  h 
mann  Goring  than  Colonel  Klink.  i 
sure  enough,  Asko  thrust  to  the  end  oi  and 
leash  and  danced  a  semicircle  in  fron 
me,  his  new  pal,  and  directed  a  serie 
bloodcurdling  barks  at  Nika.  The  lc 
was  taut  as  a  trout  line.  By  the  look  c 
I'd  harnessed  a  hurricane,  but  Asko  m 
strained  beyond  my  control.  Whe 
barked  "Aus!"  ("Let  go!")  Asko  fell  si 
and  retreated  immediately  to  my  side 


He 
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I  We  repeated  the  exercise,  Nika  slowly 
tivancing  each  time,  until  finally  Holley 
I  me  yell  "Pack  Ihn!"  ("Grab  him!")  I  let 
I  of  the  leash,  and  Asko's  fangs  were  at 
(ice  buried  deep  into  Nika's  sleeve.  Nika 
Ued  her  arm,  and  he  dangled  blissfully. 
Musi"  I  yelled,  and  he  was  back  next  to 
looking  into  my  eyes  for  approval. 
>etted  him.  He  whimpered. 

The  final  proof  of  my  complete  com- 
ind  over  Asko  came  when  Nika,  now 
]f  ,n  ".lily  established  as  the  bad  guy,  approached 
te(j a serlfen .  "Bliebf"  I  said  several  times,  and 
[.j      :ko  stayed  put.  Nika  cuffed  him  around 
,  ,v  |:  jowls.  "Bliebl"!  repeated. The  firehose 
mt Asko  ung  ro  a°d  fro.  Nika  cuffed  him  again. 
\v  ko  looked  up  at  me,  awaiting  instruction 
ease  please  please  can  I  eat  her?). 
"Blieb!" 


Asko  stayed,  and  Nika  withdrew.  In  a 
final  friendly  gesture,  she  tossed  him  her 
protective  sleeve,  which  he  dug  into  with 
unmistakable  satisfaction.  After  a  time, 
Nika  led  Asko,  the  two  of  them  once  again 
good  friends,  back  to  the  kennel. 

The  sense  of  confidence  that  comes 
from  commanding  such  a  superbly  con- 
trolled animal  is  difficult  to  describe,  es- 
pecially for  someone  who's  used  to  being 
bullied  by  a  bichon.  The  confidence  must 
be  especially  welcome  to  a  father  or  mother 
who  can  plausibly  envision  circumstances 
in  which  such  an  animal  would  be  neces- 
sary or  useful — as  I,  having  neither  riches 
nor  a  high  profile,  cannot.  Of  course,  when 
my  daughter  starts  dating. . . 

"It's  just  a  sense  of  complete  assur- 
ance," Dennis  Hecker,  the  Minnesota  en- 


trepreneur, told  me.  It's  even  better  know- 
ing that  in  a  confrontation  you'd  rarely 
have  to  escalate  from  "Pass  aufT'  (Watch!) 
to  "Pack  Ihnr  (Sic  em!) 

"The  dog  all  by  himself  is  enough  of 
a  deterrent,  psychologically  and  physi- 
cally," Prather  told  me.  "This  primal  fear 
goes  all  the  way  back  to  the  days  of  the 
saber-tooth  tiger,  when  we  humans  were 
on  the  menu.  These  bad  guys,  they  know 
the  cops  won't  shoot  em.  They  know  the 
alarm  system's  just  a  noisemaker.  But  they 
see  that  dog,  and  they  think,  well,  there's  a 
lot  of  other  big  houses  I  can  break  into — 
a  lot  of  other  rich  people  I  can  get  at." 

And  a  lot  more  clients  for  Prather  to 
do  business  with.  • 


www.harrisonk9.com  for  more  information. 
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8  n  25  stiff  knots  of  breeze,  Ghost — 122  feet  of  molten- 
£,  silver  fiberglass  and  carbon  fiber — glides'  at  12  knots 
toward  the  starting  line.  Ahead  is  the  Costa  Smeralda,  a  35- 
mile  emerald-green  strip  of  Sardinia's  northeast  coastline 
that  has  become  one  of  the  most  exclusive  retreats  in  Europe. 
A  dozen  other  maxi-yachts  converge  on  the  same  line;  but 
there's  only  room  for  half  that  many.  Two  minutes  to  go.  Cross 
early,  and  Ghost  will  sustain  a  race-ruining  penalty;  stay  con- 
servative, and  she'll  be  crowded  to  the  back  of  the  fleet — a 
no-can-do  option  if  you've  got  victory  on  your  mind.  •  We 
tack  toward  the  line.  Above  us,  Ghost's  sails  look  as  if  they 
could  cover  a  football  field.  The  tack  simply  requires  owner 
Arne  Glimcher  to  turn  the  wheel.  We  pirouette  and  the  main- 
sail man,  North  Sails'Tom  McLaughlin,  tweaks  the  canvas 
using  a  wireless  remote-trimming  control  "box"  he  wears 
around  his  waist.  All  the  winches  on  Ghost  are  hydraulic;  the 
genoa  has  air-battens  that  can  be  inflated  or  deflated  automat- 
ically. To  stay  competitive,  the  high-tech  sails  are  replaced 
with  brand-new  ones  every  eight  to  ten  races.  •  The  boat 
slices  past  other  maxis  close  enough  to  pass  the  Grey  Poupon. 
With  Tom  Whidden,  an  America's  Cup  master,  advising 
Glimcher,  we  thrust  forward  even  faster.  With  seconds  to  go, 
the  130-foot  Velsheda  appears  to  be  on  a  high-speed  collision 
course  with  Ghost,  headed  for  the  same  prime  spot  on  the  line. 
To  our  left  and  right,  other  maxis  converge  as  well,  spars  cross- 
ing. Our  crew  stiffens  like  tuning  forks,  totally  focused  on  the 
boat's  movement,  the  waves  and  the  slight  wind  shifts.  The 
crews  of  Ghost  and  Velsheda  start  shouting  at  each  other  to 
tack,  tack!  No  way.  McLaughlin  trims  the  sails,  gathering  more 
speed.  Another  crewman  aims  a  police  speed  gun  at  each  boat, 
immediately  calculating  their  estimated  trajectory  toward  us 
and  the  line.  Will  Velsheda  turn  away  first?  Will  we?  •  For  the 
ten  professional  America's  Cup  sailors  aboard  Ghost,  as  well 
as  the  boat's  permanent  crew,  such  standoffs  are  no  big  deal. 


MEDITERRANEAN 
DELUXE 

It's  high  tide  in 
Sardinia  when  the 

world's  swells  roll  in. 

By  Bernadette  Bernon 


For  the  rest  of  us,  guests  of  Arne  and  Milly  Glimcher,  well,  we're 
not  as  stoic.  At  the  last  second,  Vehheda  veers  away  and  the 
two  boats  pass  with  a  few  feet  to  spare.  The  facial  expressions  of 
the  guests  aboard  the  other  boat — mouths  agape — reflect  our 
own  wide-eyed  fear.  Ghost  slices  across  the  line.  A  perfect  start. 

SUCH  ARE  THE  STAKES 
AT  THE  ANNUAL 

MAXI-YACHT 

ROLEX  CUP,  one  of  the 

premier  sailing  events  put  on  by  the  Yacht  Club  Costa  Smeralda, 
which  celebrated  its  40th  anniversary  this  year.  This  club  is 
the  place  where,  every  summer,  the  world's  most  sophisticated 
racing  yachts — both  modern  and  classic — play  together  and 
compete  against  one  another.  Earlier  in  the  week,  the  maxi  Wild 
Oats  had  been  dismasted  in  a  light  breeze — a  reminder  of  how 
fragile  and  temperamental  these  iiber-yachts  can  be.  "That  was 
a  one-million-dollar  moment,"  declared  a  professional  rigger 
after  calculating  the  damage. 

There  are  regattas  here  all  summer,  with  courses  that  lead 
these  state-of-the-art  boats  through  the  rugged  Maddalena  ar- 
chipelago in  the  Strait  of  Bonifacio.  Along  a  coast  chiseled  from 
ranges  of  gold  limestone  and  pink  granite,  they  sail  past  beaches 
of  pink  sand  created  as  the  sea  wore  down  the  coral.  It  was  here, 
in  1856,  on  the  island  of  Caprera,  that  Giuseppe  Garibaldi,  icon- 
oclast national  hero  of  the  Italian  Risorgimento,  retired  his  arms 
to  live  in  peace  among  the  junipers,  oaks  and  myrde.  From  May 
through  September,  it's  here,  too,  that  the  maxis,  vintage  yachts 
and  other  premier  one-design  classes  of  racing  sailboats  come 
to  Sardinia  to  test  themselves  against  one  another  in  weeklong 
regattas  sponsored  by  Rolex. 

In  the  evenings,  Porto  Cervo  offers  its  own  panoramas  in  the 
chic  gatherings  on  the  Piazza  Azzura,  the  front  plaza  of  the  yacht 
club,  where  amusements — jazz,  ballet,  tango — entertain  the 
guests.  And  then  there  are  the  parties.  Galas  for  the  boat  owners 
and  special  guests  are  set  around  the  club's  pool,  or  at  the  Hotel 
Cala  di  Volpe — cove  of  the  fox — once  the  private  home  of  club 
founder,  the  Aga  Khan,  and  now  one  of  the  most  exclusive  hotels 
in  the  world.  The  yacht  club  itself  still  houses  three 
of  the  prince's  personal  art  collections — paintings, 
ancient  maps  and  bone-and-ivory  ship  models 
crafted  by  prisoners  during  the  Napoleonic  Wars. 

His  Royal  Highness  now  lives  in  France  and 
vacations  in  Sardinia  during  the  regatta  season.  He 
is  the  49th  Imam  of  the  Ismailis  Muslims  and  for 
50  years  has  been  that  sect's  spiritual  and  general 
leader.  As  heir  to  a  vast  fortune,  he  founded  and 
runs  the  Aga  Khan  Development  Network,  which 
focuses  on  health,  education  and  rural  develop- 
ment projects  in  the  Third  World.  A  racing  yachts- 
man and  horseman,  his  taste  and  hospitality  is 
reflected  in  his  club,  which  cohosts  with  Rolex 
the  most  elite  sailing  events  in  the  Mediterranean. 


Yacht  clubs  are,  by  nature,  exclusive,  expensive  affairs.  Yet 
Yacht  Club  Costa  Smeralda's  initiation  fee  is  still  only  10,C 
euros,  and  2,000  euros  per  year  (about  $14,000  and  $2,9 
respectively)  thereafter.  There  are  450  members  of  YCCS,  alj 
whom — kings,  queens,  sports  stars,  business  tycoons  and  yacl 
ing  enthusiasts — mix  together.  "There's  nothing  like  this 
the  States,"  says  Glimcher,  a  filmmaker  and  founder  of  the  Pi 
Wildenstein  Gallery  in  New  York. 

"This  club  is  a  safe  haven  for  these  boat  owners,"  adds  Ga^ 
Reid,  full-time  professional  skipper  of  the  177-foot  Shenanda 
"They  know  they  won't  be  bothered.  They  know  the  atmosphJ 
will  be  calm,  the  racing  will  be  gentlemanly — that  everythi 
will  be  first-class." 

The  YCCS  offers  full  reciprocity  with  the  New  York  Yai 
Club  and  Yacht  Club  de  Monaco.  In  fact,  turn  up  with  a  lettei 
introduction  from  the  commodore  of  your  yacht  club  at  hon 
addressed  to  the  YCCS  Member  Secretary,  and  it's  likely  yo> 
be  admitted  to  the  clubhouse,  bar  and  restaurant.  A  wellness  i 
fitness  center,  and  sailing  school,  are  open  to  the  public.  Spei 
arrangements  also  are  made  for  guests  of  Cala  di  Volpe  and 
the  Romazzino  and  Pitrizza  hotels,  built  by  the  Aga  Khan  a 
his  friends,  and  so  remaining  "part  of  the  family"  in  spirit. 

Those  looking  to  become  YCCS  members  generally  neec 
be  known  and  sponsored  by  a  current  member.  A  letter  of  intl 
duction  sent  to  the  Member  Secretary  will  be  discreetly  cons 
ered  and,  if  it's  deemed  interesting  enough,  passed  along  t) 
member  who'll  take  it  from  there — no  promises,  mind  you.  ( 
the  moment,  membership  is  predominandy  Italian,  German  < 
Swiss,  with  a  sprinkling  of  American,  French  and  British.) 

In  July  and  August,  the  glitterati  go  to  Porto  Cervo  to  see ; 
be  seen.  "We've  had  Mick  Jagger,  Nelly  Furtado  and  Ell 
John  flown  in  to  sing  at  birthdays  and  bar  mitzvahs,"  says 
manager  of  Hotel  Cala  di  Volpe.  But  when  September  arrii 
a  general  calm  falls  across  the  island,  and  the  Rolex  regal 
begin,  as  well  as  a  series  of  international  polo  matches.  "June : 
September,"  suggests  a  YCCS  member,  "are  the  best  for  disci 
ering  the  real  Sardinia." 

As  the  Maxi  Yacht  Rolex  Cup  ended — Ghost  won  the  thi 
place  trophy — the  Rolex  Veteran  Boat  Rally  was  gearing 
Replacing  the  modern  racing  machines  on  the  docks  was  a  fl 
of  vintage  yachts,  impeccably  restored,  gleaming  with  del 
luster  varnish  and  polished  brass.  One  of 
most  striking,  Francesco  Micheli's  Shenandt 
built  in  1902,  had  just  finished  her  second 
cumnavigation,  including  an  expeditio 
South  Georgia  Island.  Despite  her  age 
being  fitted  out  with  every  (weighty)  lux 
known  to  racing  (including  full  library,  vt 
"cellar"  and  a  black- lacquer  grand  piano  boj 
to  the  floor  in  the  main  saloon),  Shenana 
and  her  cohorts  faced  the  starting  line  witl 
the  swagger  of  the  maxis  the  previous  w« 
Ahead  of  them  were  coastal  panoramas  t 
once  fueled  the  nationalistic  fire  within 
Italian  patriot — as  well  as  days  of  racing 
hobnobbing  fit  for  a  prince.  • 
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KlMOW  BEFORE  YOU  GO 


For  information  on  Yacht 
Club  Costa  Smeralda 
and  membership: 
www.yccs.it.  The  YCCS 
has  a  sailing  school 
for  children  and  adults 
open  to  nonmembers: 
www.scuolavela.com.  To 
charter  a  sailboat  or 
powerboat  in  Sardinia: 


www.sardegnacharter.it, 
www.cruisingcharter.it, 
www.nigelburgess.com/ 
cruising/west_med.asp  or 
www.boomerang 
charter.com.  To  book 
reservations  at  Hotel 
Cala  di  Volpe,  Romazzino 
and  Pitrizza:  www. 
luxurycollection.com. 


MIXED  MEDIA 


Extreme  ski  nuts  |  Bill  Bryson  on  Bill  Shakespeare  |  Chinatown  revisited  I  Joy  Division  loops  back  |  A  living  room  rocko  ^ 


POOLSIDE 

WITH  SLIM  AARONS; 
Abrams;  $75 


Take  one  swimming  pool.  Add  a 
famous  actor  or  two,  a  smatterin 
of  socialites  and  a  healthy 
measure  of  young  women 
wearing  next  to  nothing,  and 
you've  got  yourself  a  Slim  Aaron 
photograph.  This  new  book, 
the  third  collection  of  his  work 
to  be  released  in  four  years, 
focuses  exclusively  on  his  poolside 
pictures,  and  to  fabulous  effect.  If  it 
doesn't  get  you  onto  a  plane  to  someplao 
sunny  and  hard  to  pronounce  this 
winter,  nothing  will.  —THOMAS  JACKSO 

THE  HUSTLER  &  THE  CHAMP, 
by  R.  A.  Dyer;  Lyons  Press;  $25 


The  author's  enthusiasrr 
for  the  often-shadowy 
sport  of  pocket  billiards 
comes  through  in  this 
entertaining,  minutely 
researched  look  at 
the  history  and  events 
leading  up  to  the  famou 
1978  broadcast  grudge  match  between 
Willie  Mosconi,  perhaps  the  greatest 
straight-pool  player  ever,  and  Minnesota 
Fats,  a  con  man  with  an  Ali-esque  mout 
and  appetites  worthy  of  his  dubiously 
appropriated  moniker.  With  considerable 
wit,  Dyer  casts  the  match  as  a  battle 
between  the  honorable  and  the  corrupt, 
between  sport  and  showbiz,  between  ttv 
game's  older,  more  regal  heritage  (the 
first  known  reference  to  a  billiards  table 
in  an  inventory  of  the  palace  of  Louis  XI 
and  the  tobacco-stained,  beer-soaked 
pool  halls  of  post-Depression  America. 
It  was  also  a  simple  personality  clash 
between  two  men  with  surprisingly 
similar  backgrounds:  Both  were  born  in 
working-class  families  in  the  Northeast, 


I 
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me  of  age  during  Prohibition  and  found 
mselves  making  a  living  at  the  table 
the  time  they  were  teenagers.  (Fats:  "I 
yed  Atlantic  City  before  there  was  any 
ch.")  And  yet  for  the  better  part  of 
ir  decades  the  two  circled  each  other, 
til  TV,  natch,  brought  them  together, 
e  spectacle  of  two  men  in  their  60s 
arly  coming  to  blows  over  whether 
not  to  wear  suit  jackets  during  a  match 
lighly  amusing,  and  it's  clear  that 
ile  the  1978  event  might  not  have 
jn  great  pool,  it  was  great  theater,  and 
re  the  nemeses  a  lucrative  visibility 
it  had  taken  a  lifetime  to  achieve. 

—LORRAINE  CADEMARTORI 


■HTE  HEAT, 

Wayne  Johnson;  Atria  Books;  $26 


In  this  primer  on  the 
world  of  extreme  skiing, 
former  competitive 
racer  and  Nordic  jumper 
Wayne  Johnson  captures 
the  thrill  of  70  mph 
speeds,  600-foot  jumps 
and  by-the-skin-of-the- 
th  rescues.  While  he  dishes  plenty 
nside  scoop  on  skiing's  boldface 
les — Bode  Miller's  Sisyphean  training 
hods  include  pushing  a  wheelbarrow 
ed  with  50  pounds  repeatedly  up 


a  hill — Johnson  is  at  his  best  when 
he  describes  his  own  experiences  both  on 
and  off  the  mountain,  whether  he's 
surviving  on  spuds  as  a  Sun  Valley 
ski  bum  or  stabilizing  broken  bones  as 
a  first  responder  with  the  Park  City 
Mountain  Patrol.  His  is  a  world  filled 
with  unforgettable  characters,  from  the 
fearless  WWE  female  wrestler  who  taught 
him  to  use  dynamite  to  control  avalanches 
to  Dag  Aabye,  father  of  extreme  skiing, 
whose  dream  home  is  a  converted  school 
bus.  White  Heat  is  a  tribute  to  those  with 
the  cojones  to  hurl  themselves  down  a 
mountain  with  forces  "equivalent  to 
having  a  Steinway  grand  piano  strapped 
to  your  back."  While  Johnson  doesn't 
make  it  sound  easy,  he  does  make  it 
seem  fun.  —STEPHANIE  COOPERMAN 

SHAKESPEARE, 

by  Bill  Bryson;  Atlas  Books;  $20 


Bill 
©ft 


Shakespeare 


He  was  much  revered  by 
his  contemporaries  in  the 
Golden  Age  of  English 
theater — indeed  of  the 
English  language — but  the 
Great  Bard  didn't  leave 
his  biographers  much  to  go 
on.  As  it  turns  out,  this  wasn't  so  unusual 
for  his  era  and  profession;  we  don't  have 
a  lot  of  information  about  the  lives  of, 


say,  Beaumont  and  Fletcher  either.  It's 
just  that  we  don't  care  as  much.  But 
where  Shakespeare  is  concerned,  several 
centuries  of  wishful  thinkers  have 
supplied  so  many  "missing  facts"  that  we 
often  don't  even  know  what  we  think  we 
know.  That  story  about  how  he  fled  Avon 
as  a  youth  ahead  of  a  deer-poaching 
charge?  Nice  yarn. ..but  that  deer  park 
didn't  exist  until  100  years  later.  That 
"Chandos"  portrait  of  him  we  all  recognize, 
the  balding  guy  with  the  earring?  Nothing 
but  (much)  later  tradition  connects  it  to 
Shakespeare  at  all.  Given  the  paucity  of 
verifiable  facts,  Bill  Bryson  delivers  up 
the  literary  equivalent  of  a  gravestone 
rubbing:  What  comes  into  view  is  largely 
defined  by  the  shapes  that  surround  it.  If 
it  lacks  the  sweep  of  his  A  Short  History 
of  Nearly  Everything  or  The  Mother 
Tongue,  this  208-page  bonbon  is  pure 
Bryson  in  conveying  a  freight-load  of  odd 
and  illuminating  facts  (did  you  know  that 
Elizabeth  employed,  as  an  anticrime 
measure,  a  postexecution  Keeper  of 
the  Heads?)  and  in  presenting  a  point  of 
view  that  cuts  through  the  murk.  Did 
Shakespeare  really  write  Shakespeare? 
Urn,  yeah:  He  did.  By  the  time  Bryson 
is  done  with  the  pretenders,  it  feels  more 
likely  that  the  Earl  of  Oxford  opened 
fire  from  the  grassy  knoll  than  that  he 
wrote  Hamlet.  —RICHARD  NALLEY 
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CHINATOWN;  Paramount;  $15 


"I  thought  it  was  a  serious  movie,  not  an  adventure 
story  for  kids,"  director  Roman  Polanski  once  said, 
justifying  the  scalding  climax  of  Chinatown,  a  grown-up 
movie  if  ever  there  was  one.  A  milestone  in  an  era — the 
1970s — that  was  arguably  the  heyday  of  American  art 
cinema,  Chinatown  began  as  the  pet  project  of  a  clique 
of  Hollywood  hipsters  centered  around  Jack 
Nicholson,  writer  Robert  Towne  and  Robert 
Evans,  who,  in  the  breezy  spirit  of  the  times, 
had  been  turned  loose  to  run  Paramount. 
They  lured  their  pal  Polanski  back  from  his 
self-imposed,  post-Sharon  Tate  exile  in 
Rome,  which,  as  the  commentary  included  in 
this  reissue  makes  clear,  commenced  the 
series  of  epic  personal  feuds  that  marked  the 
i  uction — at  least  some  of  the  tension  you  feel  so  palpably 
creen  isn't  being  feigned.  (At  one  point  Polanski,  peeved  by 
hairdresser's  inability  to  tame  a  wisp  of  Faye  Dunaway's  hair, 
oly  yanked  it  out  of  the  notorious  diva's  head.)  Perhaps  the 
:  wrenching  thriller  ever  written  about  corruption  at  a  public 


utility,  Chinatown  was  conceived  as  the  opening  salvo  in 
a  trilogy  about  the  queasier  aspects  of  the  rise  of  Los  Angeles, 
and  the  city  itself  is  so  ubiquitously  center  stage  that  even 
its  limpid,  blandly  revealing  light  plays  a  persuasive  role:  How 
could  anything  truly  evil  happen  in  such  a  chirpy,  sun-caressed 
corner  of  paradise?  As  Nicholson's  battered  PI,  Jake  Gittes, 
keeps  discovering,  it's  the  night  you've  got  to  watch  out  for,  and 
what  you  find  washed  up  in  the  morning.  The  license  and 
daring  of  the  '70s  meant  that  Chinatown  could  keep  the  film 
noir  faith  right  to  that  final  scene,  as  John  Huston  paws  and 
cuddles  his  daughter/granddaughter  away  from  the  wreck  of  her 
mother's  car — one  of  the  scariest  images  of  an  ogre  ever  filmed 
without  monster  makeup.  And  that  last  line — "Forget  it,  Jake, 
it's  Chinatown" — could  be  aimed  at  us;  unlike 
the  dozens  of  movies  already  out  of  mind 
by  the  time  we're  through  the  theater  lobby, 
this  one  sank  its  hooks  deep.  — RIM 

DEEP  WATER;  Genius  Products;  $25 

On  October  31,  1968,  Donald  Crowhurst 
began  a  solo  nonstop  voyage  around  the  world 


MEDIA 


on  a  41-foot  trimaran  of  his  own  design,  an  unknown  amateur 
racing  against  eight  experienced  seamen.  What  began  as  good 
copy  for  the  newspapers  ended  243  days  later,  with  Crowhurst's 
presumed  suicide,  as  one  of  the  most  powerful  narratives  in 
modern  sailing  history.  While  that  story  has  often  been 
dramatized  in  books  and  on  television  and,  most  notabiy,  in 
Rinde  Eckert's  masterful  1998  opera,  Ravenshead,  Louise 
Osmond  and  Jerry  Rothwell's  documentary  brings  new  clarity  to 
the  deceit  and  insanity  at  the  core  of  Crowhurst's  journey.  For 
Crowhurst,  more  was  at  stake  than  the  £5,000  prize  offered  by 
the  Sunday  Times.  A  businessman  with  a  knack  for  big  ideas 
and  small  returns,  he'd  staked  his  livelihood  and  his  family's 
well-being  on  this  race,  signing  a  contract  agreeing  to  reimburse 


his  backer's  investment  if  he  prematurely  dropped  out  of  the 
competition.  As  his  boat  began  to  leak  and  the  screws  fell  out 
his  steering  system,  he  faced  a  dilemma,  alone,  more  wretche 
than  the  South  Seas  he  was  about  to  challenge.  Desperation 
drove  him  to  cheat,  and  falsifying  months  of  his  voyage — 
pretending  to  be  well  ahead  of  his  true  position — propelled  hi 
yet  further  from  the  rational  mindset  needed  to  survive  single 
handedly  at  sea.  His  own  documentation  of  his  collapse — in 
writing,  sound  recording  and  16-millimeter  film — serves  as  a 
solid  foundation  for  Deep  Water,  yet  what  gives  this  documents 
unusual  poignancy  are  the  interviews  with  Crowhurst's  intimat 
whose  four  decades  of  tormented  reflection  balance  the 
immediacy  of  Crowhurst's  raw  desperation.  — JONATHON  KEA 
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UNKNOWN  PLEASURES, 
CLOSER,  STILL, 
JOY  DIVISION; 

Rhino;  $25  each 


Almost  three  decades  after  Joy 
Division's  talented,  depressive  23-year- 
old  singer  Ian  Curtis  hanged  himself  in 
his  kitchen,  the  band  he  led  is  having 
something  of  a  cultural  moment.  Today's 
alt-radio  rock  stars  claim  Joy  Division  as 
musical  forefathers,  a  resonant  new  Anton 
Corbijn-directed  black-and-white  biopic 
Control  has  drawn  raves  and  reissue 
specialist  Rhino  has  just  released  expanded 
versions  of  Joy  Division's  two  studio 
albums,  Unknown  Pleasures  (1979)  and 
Closer  (1980),  and  the  band's  posthumous 
collection  of  outtakes,  Still  (1981).  The 
story  begins  with  four  young  men  forming 
a  group  after  a  scorching  Sex  Pistols 
concert  in  their  home  city  of  Manchester, 
England.  But  the  songs 
they'd  write  wouldn't  be 
punk.  Joy  Division's  eerie 
melodies  and  punishing 
drum  work,  and  Curtis' 
haunting  baritone  were 
something  new:  "post- 
punk,"  a  mesmerizing, 
enigmatic,  pitch-dark 
sound  all  their  own.  The 
quiet,  bookish  Curtis  was 
a  severe  epileptic  and 
seemed  to  lose  himself  in 
performance,  even 
experiencing  seizures  on 
stage;  at  one  show  a  riot 
broke  out  in  the  crowd 
when  he  couldn't  continue. 
Spooky,  dystopian  lyrics 


should  have  been  a  clue  that  the  singer 
was  despairing.  The  band  was  due  to 
depart  for  its  first  American  tour  the 
morning  Curtis'  young  wife  found  him 
dead.  A  month  later,  "Love  Will  Tear  Us 
Apart"  became  Joy  Division's  first  chart 
hit  (and  one  of  the  finest  tortured-love 
songs  of  all  time),  but  the  band  was  no 


more.  With  these  reissues,  the  uninitiat 
face  a  dilemma:  Unknown  Pleasures  ha 
the  best  songs,  but  Closer  is  a  start-to 
finish  masterpiece.  Best  to  get  all  three 
if  only  for  the  bonus  discs  of  blazing 
live  performances  (most  of  them  previou 
unreleased)  Rhino  has  had  the  good 
sense  to  include.  —TAYLOR  ANTRIM 
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Naturally  shy?  Leery  of  the  spotlight?  Rock  Band  is,  among 
other  things,  a  miracle  cure  for  self-consciousness.  Assemble  threi 
friends,  strap  on  one  of  two  look-alike  Fender  Strats,  take  the 
realistically  weighted  microphone  or  seat  yourself  in  front  of 
the  mini  drum  kit,  pick  a  favorite  track  from  the  menu  and  let 
your  living  room  transform  into  a  sweaty  stage  at  CBGB  or  Wembley.  Like 
Guitar  Hero,  the  game's  guitar-only  predecessor,  Rock  Band  is  a  straightforwi 
(if  satisfyingly  difficult)  test  of  timing,  rhythm  and  dexterity.  Following 
on-screen  prompts,  you'll  crush  buttons  on  the  Strat,  keep  time  on  the  drum 
pads  or  belt  into  the  mic  your  most  convincing  falsetto.  Will  you  look  foolish 
Here's  a  promise:  A  handful  of  bars  into  Radiohead's  "Creep,"  Bowie's 
"Suffragette  City"  or  Bon  Jovi's  "Wanted  Dead  or  Alive,"  you  won't  care.  —  T« 
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ccessories 

an  Dunand 

AN  DUNAND  Pieces  Uniques  define 
e  superwatches  of  the  21st  century — 
peine  technical  innovation,  precision 
lgineering,  exceptional  manufactur- 
g,  and  one-of-a-kind  timepieces, 
jul  570.650.5190  or  visit 
ww.jeandunand.com. 
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sit  www.ravazzolo.com  Or  call  our 
ent  for  the  U.S.:  Luciano  Moresco  & 
;  Ltd.  Call  1-212-397-4300 


take  the 
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tomotive 

ton  Martin  North  America 

ton  Martin  is  the  world's  most  exclu- 
e  sports  car  company.  Since  1914,  it 
s  created  motoring  legends  culminat- 
\  in  today's  DB7  Vantage  and  Vi2 
fiquish. 

11  1-866-NA- Aston  or  visit 
w.astonmar  tin  .com 
tick  Enclave 

e  finest  luxury  crossover  ever! 
;it  www.buick.com 
idillac  Motor  Division 

dillac:  Life.  Liberty.  AND  THE 
pSUIT! 

sit  www.cadillac.com 

Nation 
lantair 

ictional  ownership  that  offers  the 
bin  of  a  mid-size  aircraft  with  a  fuel 
charge  beyond  compare. 
1  1-877-289-7180  or  visit 
rw.avantair.com 
mbardier  Flexjet 
1 1-800-FLEXJET 
mbardier  Skyjet 
it  www.skyjet.com 
rus  Design  Corporation 
it  www.cirrusdesign.com 
:ation  Shares 
1  1-800-340-7767  or  visit 
tv.citationshares.com 


Flight  Options 

Taking  fractional  jet  ownership  to  a 
new  level  of  excellence. 
Visit  www.flightoptions.com 

Hondajet 

Visit  www.world.honda.com 
Marquis  Jet 

Visit  w w w.m a rq uisj et .com 
TAG  Aviation  USA,  Inc. 

Visit  www.tagaviation.com 

Fragrances 

Calvin  Klein  MAN 

The  essence  of  the  modern  man. 
Iconic.  Masculine.  Sexy.  Calvin  Klein 
MAN  epitomizes  Calvin  Klein's  cut- 
ting-edge minimalism  and  sexy  style, 
captured  in  a  blend  of  crisp  freshness, 
exotic  spices  and  rich  woods. 
Available  at  www.macys.com. 

Home  Electronics 
Bose 

Visit  www.bose.com/lifestyle 

Jewelry /Watches 
Ball  Watch 

Ball  Watch  is  considered  by  many  to  be 
one  of  the  most  rugged  watches  in  the 
world.  Started  in  Cleveland  in  1891. 
For  a  dealer  near  you  visit  www.ball- 
watch.com  or  call  1-727-896-4278. 
Bell  &  Ross  Inc. 
Designed  for  professionals  who 
demand  tools  with  optimum  reliability, 
Bell  &  Ross  watches  correspond  to  four 
fundamental  principles. 

Readability 
Functionality 
Precision 
Water- resistance 

Call  1-888-307-7887  or  visit 
www.bellross.com 

Portable  Electronics 

Verizon  Wireless 

Visit 

www.Verizonwireless.com/business 


Retail 

Davidoff 

To  purchase  Davidoff  handmade  pre- 
mium cigars  and  cigar  accessories,  visit 
www.davidoffiriadison.com  or  to  find 
the  nearest  Davidoff  store  location,  call 
1-800-213-2340. 
Tassimo 

Nothing  lets  you  discover  a  world  of 
coffees,  real  milk  cappuccinos  and 
lattes,  teas,  espressos,  cremas  and  hot 
chocolate  like  TASSIMO. 
Call  1-877-TDISCS1  or  visit 
www.tassimo.com 

Tourism 

Bermuda  Department  of  Tourism 

In  just  under  two  hours  from  the 
EastCoast,  find  beaut  iful  pink  sand 
beaches  and  refreshing  turquoise 
waters.  Come  feel  the  love  of  Bermuda. 
Call  1-800-Bermuda  or  visit 
www.bermudatourism.com 
Hertz 

The  Hertz  Collections.  Reserve  the  spe- 
cific car  you  want  from  the  Hertz 
Prestige,  Fun  and  Green  Collections. 
It's  another  reason  why  We're  Hertz. 
They're  Not.  Call  1-800-654-3131  or 
visit  www.hertz.com 
Israel  Ministry  Of  Tourism 
YOU'LL  LOVE  ISRAEL  FROM  THE 
FIRST  "SHALOM."  Enjoy  the  world's 
warmest  welcome  and  an  unforgettable 
vacation  in  the  land  where  you  touch 
history  -  and  feel  the  future. 
Visit  www.goisrael.com/bestdeaIs. 
Turks  and  Caicos 

The  Turks  and  Caicos  comprise  of  40 

islands,  eight  of  which  are  inhabited, 

and  renowned  for  their  award- winning 

beaches,  exciting  sporting  activities  and 

world-class  resorts. 

Call  1-800-241-0824  or 

visit  www.turksandcaicoslourism.com 

Yachting 

Cavendish  White  Limited 

Visit  www.cavendishwhite.com 
Ginn  sur  Mer 

Visit  www.ginnsurmer.com 
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Asked  &  Answered 


Center  of 
Attention 


UCLA  phenom  Kareem  Abdul-Jabbar  joined  the 
Bucks  in  1969  as  a  7' 2"  rookie,  towering  over  just 
about  every  player  in  the  National  Basketball 
Association.  Two  decades  later,  he'd  won  six  league  MVPs 
(still  an  NBA  record),  garnering  a  reputation  as  arguably 
the  greatest  center  of  all  time.  More  recendy,  he's  published 
a  memoir,  On  the  Shoulders  of  Giants:  My  Journey  Through 
the  Harlem  Renaissance,  co-produced  the  forthcoming 
film  adaptation  (see  www.osgmovie.com)  and  continued 
his  gig  as  Special  Assistant  Coach  to  the  Lakers.  This 
spring  he'll  turn  61 — the  same  age,  incidentally,  as  the  NBA. 
Ken  Shouler  sat  down  with  the  basketball  legend  to  get 
his  perspective  on  the  changing  game. 

What  made  your  latest  book  meaningful for  you? 
The  Harlem  I  was  brought  into  and  brought  up  in  doesn't 
exist  anymore,  but  it  was  nice  to  reminisce.  The  Harlem 
Renaissance  happened  so  long  ago  people  don't  really 
understand  the  profound  influence  it  had  on  the  20th  century. 
People  think  that  the  civil  rights  movement  started  with 
Dr.  King  and  Malcolm  X,  but  their  political  philosophies 
and  attitudes  on  social  activism  started  in  Harlem. 


You  were  born  April  16,  1947,  a  day  after  Jackie  Robinson 
integrated  baseball for  Brooklyn. 

When  my  family  moved  to  Inwood  in  Upper  Manhattan, 
I  was  a  Dodger  fan  living  in  enemy  territory.  Everyone 
in  my  neighborhood  was  rooting  for  the  Giants  or  Yankees. 
I  got  chased  once  or  twice  for  wearing  my  Brooklyn  cap. 

Wilt  once  said  you  were  the  one  guy  hed  need  help  defending. 
What  player  today  would  you  need  help  with? 
Shaquille  would  be  hard  to  deal  with.  He's  such  a  massive 
guy  and  his  whole  game  is  getting  close  to  the  basket. 

In  the  '70s  and  '80s  we  had  you,  Wilt  and  a  half-dozen  other  He 
of  Fame  centers.  Why  is  there  so  little  talent  in  the  pivot  today? 
Everyone  has  become  so  enamored  of  the  three-point  shot, 
especially  kids.  It's  kind  of  like  lotto  fever.  So  many  young 
people  would  rather  shoot  a  three-pointer,  just  because  fans 
get  excited.  It's  really  low-percentage  basketball. 

Even  on  fast  breaks,  teams  kick  it  out for  a  three-pointer 
rather  than  drive  with  an  advantage.  Making  6  of  20  threes  is 
18 points — the  same  as  9  of  20  twos.  But  14  misses  is 
aesthetically  ugly. 

I  don't  know  why  the  game  has  become  uglier.  The  whole 
idea  as  I  learned  it,  especially  from  [UCLA]  Coach  Woode 
is  to  get  more  high-percentage  shots  than  the  other  team. 
If  your  team  takes  those  shots,  you're  going  to  do  better  tha 
people  who  are  shooting  farther  away.  It's  pretty  logical. 

Is  your  era  in  basketball,  1969-89,  the  greatest  one? 
The  13  years  of  Bill  Russell's  career  (1956-69)  were  the  bes 
Boston's  whole  game  was  move  the  ball  and  the  open  guy 
gets  the  shot.  Russell  denied  all  the  layups,  forcing  the  otta 
team  to  take  longer  shots.  They  played  all  the  percentages 
a  group.  That's  what  made  em  so  tough. 

In  an  interview  on  the  Yes  Network,  you  said  that  you  were  behi 
Chamberlain  and  Russell.  Yet  an  ESPN.com  poll  of  20  writers 
coaches  and former  players  chose  you  as  the  greatest  center  ever. 
I'm  gratified;  I  think  I  belong  in  the  conversation.  I'll 
leave  it  to  the  fans  to  discuss  that,  but  I'm  honored  to  be 
considered  even  on  a  par  with  those  guys. 

Who  are  the  best  players  today? 

I  like  Jason  Kidd.  Kevin  Garnett,  Dwayne  Wade,  Kobe — 
there  are  a  number  of  great  players. 

But  what  about  the  change  in  uniforms? 

I  don't  get  it  with  the  shorts  that  are  as  long  as  dresses.  • 
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Fate  has  no  shortage  of  options  for  you. 

Fortunately,  neither  does 
a  great  insurance  company. 


Only  one  thing  is  certain — fate  never  stops  finding  new  ways  to 
surprise  you.  To  make  sure  your  company's  insurance  stays  in-synch 
Travelers  works  with  the  best  independent  agents.  Agents  who  truly 
understand  your  business.  Agents  who  can  offer  you  more  options 
so  your  insurance  keeps  up  with  your  changing  exposures. To  find  an 
independent  agent  near  you,  visit  travelers.com.  And  be  ready  for 
whatever  fate  may  drop  in  your  lap. 


TRAVELERS} 

travelers.com  Insurance.  In-synch" 


All  your  nerve  endings  have  been  patiently  waiting. 


The  new  BMW  6  Series.  Nothing  awakens  the  senses  quite  like  360  horses  pressing  you  against  the  back  of  your  sj 
So  we  fill  the  senses  with  pleasure.  By  tuning  the  pitch  of  the  engine  to  harmonize  with  the  sounds  of  the  wind  and  rd 
By  perfecting  the  feel  of  the  steering  wheel,  the  look  of  the  Head-Up  Display,  even  the  aroma  of  the  supple  leatl" 


BMW  2008 

The  new  6  Series 


an  independent  company.  There's  no  one  to  stop  us  from  tweaking  and 
-   ssing,  from  making  sure  the  6  Series  is  far  more  than  an  elegant  sports  coupe. 

result  is  a  car  so  pleasing,  it's  a  pity  we  only  have  five  senses.  The  6  Series  bmwusa.com 

1-800-334-4BMW 


E  OWNS  A  HOUSE  IN  PALM  BEACH.  A  VILLA  I 
ST.  BARTS.  A  CONDO  IN  SUN  VALLEY.  YET,  A  PIEC 
OF  HER  STILL  LIVES  ON  A  CUL-DE-SAC  IN  OHIO 


Who's  to  say  how  it  happened.  A  big  idea. 
A  gutsy  work  ethic.  A  lucky  break  here 
and  there.  And  yet  there's  one  thing  you  know 
for  certain.  If  it  wasn't  for  where  you  came 
from,  you  might  not  be  where  you  are  today. 
With  a  keen  understanding  of  the  things  that 

truly  matter  to  you,  we  offer  a  personal 
approach  to  structuring  and  managing  wealth, 

designed  to  maximize  opportunity  and 
backed  by  a  depth  of  financial  and  intellectual 
capital  rooted  in  over  200  years  of  experience. 


WEALTH  MANAGEMENT 
FOR  TODAY'S  WEALTH; 


WEALTH  .STRUCTURING 
INVESTMENT  MANAGEMENT 

CREDIT  AND  BANKING 
LEGACY AND  PHILANTHROPY 

MULTI-FAMILY  OFFICE 


U.S.  TRUST 

Bank  of  America  Private  Wealth  Management 


st,  Bank  of  America  Private  Wealth  Management  operates  through  Bank  of  America,  N.A., 
ited  States  Trust  Company,  N.A.,  which  are  wholly  owned  subsidiaries  of  Bank 
•ica  Corporation.  Bank  of  America,  N.A.  and  United  States  Trust  Company,  N.A., 
Members  FDIC.  ©  2007  Bank  of  America  Corporation.  All  rights  reserved. 
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How  the  Nahmad  family  made  billions  trading 
art,  and  why  so  many  people  in  the  art  world 
can't  stand  them.  By  Susan  Adams 
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Custom-Built  Bikes 
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By  Dirk  Smillie 
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By  Bernard  Condon 

98    What's  Hot 

A  widespread  economic  slowdown 
could  start  to  cool  off  the  market  for  art 
and  collectibles.  Until  then— ouch! 
By  Susan  Adams 


LAUREN  HUTTON 
COVER  PHOTOGRAPH 
BY  JOE  PUGUESE 
FOR  FORBES 

THE  ART  OF  THE  DEAL 
COVER  PHOTOGRAPH 
BY  EVAN  KAFKA 
FOR  FORBES 


IN  THE  WORLD  OF  OFFICE  COLOR, 
SPEED  AND  QUALITY  SHOULDN'T  BE  LIMITED. 
EVEN  IF  MY  BUDGET  IS. 


THE  CANON  COLOR  IMAGERUNNER 
PRODUCE.  PERSUADE.  PERFORM.  ON  PAPER. 


Contents  

DECEMBER  24,  2007 

Also  on  the  Cover 

50  Basketball's  Hottest  Franchise 

Robert  Sarver  became  rich  sprucing  up 
banks.  Now  he's  doing  the  same  thing  with 
the  Suns  of  the  NBA.  By  Kurt  Badenhausen 

64  Greenhouse  Stocks  Richard  Keiser 
of  Sanford  C.  Bernstein's  tech  brain  trust  says 
the  next  big  thing  is  technologies  that  fight 
global  warming.  By  Bruce  Upbin 

116  Get  Green  From  Green  As  long 

as  oil  prices  stay  high,  eco-friendly  stocks 
have  a  big  future.  Build  an  eco-portfolio. 
By  Jim  Lowell 

74  The  Next  Perk  Are  those  deluxe 
executive  physical  exams  worth  it? 
By  Robert  Langreth 

104  Honda:  Designing  the  Safest 

Factory  Automakers  like  Honda  are  turning 
to  biomechanics  to  make  life  better  for  their 
assembly-line  workers.  By  Christopher  Steiner 

14  Index 

18  Side  Lines 

20  Readers  Say 

23  Fact  and  Comment  |  Steve  Forbes 

says  economic  reform  is  the  path  to  Middle 
East  peace. 

30  Other  Comments 

33  Current  Events  |  Lee  Kuan  Yew  says 
democracy  is  the  key  to  India's  peaceful  rise. 

35  Digital  Rules  |  Rich  Karlgaard  on 

the  best  gifts  for  the  holidays. 


36  Informer  |  The  IRS  says  former  Dell 
exec  overreached;  "terror- free"  investments. 

40  Follow-Through  |  Flashbacks 

43  Heads  Up  Neil  Weinberg  The  next 
bubble? 

128  Thoughts 
OUTFRONT 

44  Santa:  Alive  and  Well  Wall  Street  is 

nervous.  Yet  credit  problems  aside,  it's  not 
nearly  as  bad  as  it  may  seem.  By  Liz  Moyer 

48  Uncreative  Destruction  Why  is  the 

U.S.  so  unimaginative  when  it  comes  to  its 
biggest  product  of  all — home  mortgages? 
By  Bernard  Condon 

54  Backseat  Driver  |  Mistakes  People 
Make  By  Jerry  Flint 

TECHNOLOGY 

56  Big  Audio  Dynamite  Digital  music 
for  the  well-heeled  audiophile. 

By  Daniel  Lyons 

INNOVATOR 

60  Science  of  Small  Nanoscientist 
Jeffrey  Brinker  makes  uncanny  materials, 
like  tiny  tubes  that  keep  cells  alive  outside  of 
the  body.  By  Zack  O'Malley  Greenburg 

MONEY  &  INVESTING 

68  Emerging  What?  To  Oakmark's 
global  fund,  Switzerland  is  in,  China  out. 
By  Susan  Kitchens 


ENTREPRENEURS 

70  Art,  Restored  With  a  taste  for 
international  intrigue,  Julian  G.Y.  Radcliffe 
tracks  stolen  art.  Sometimes  he  nabs  the 
thieves,  too.  By  David  Armstrong 

COMPANIES,  PEOPLE,  IDEAS 

100  Insights  |  Toyota's  MPG  Game 

By  Peter  Huber 

FORBES.COM 
SPECIAL  REPORT 

103  Rocking  the  Virtual  World 

Three-dimensional  virtual  worlds  are  the 
next  frontier  for  social  networks.  Among 
them  Kaneva  stands  out  for  its  simplicity. 
By  Matthew  Schifrin 

FINANCIAL  COLUMNISTS 
110  Makers  &  Breakers  |  Walt  Disney; 

Syngenta;  Walgreen. 

112  Yes,  But  |  Value's  Day  Once  More 
By  James  Grant 

114  Fixed-Income  Watch  I  Buy  Some 
Insurance  By  Richard  Lehmann 

FORBES  LIFE 

119  The  Adventurer  |  Lava-Copter 

Even  from  500  feet  up,  Hawaii's  Kilauea 
volcano  feels  like  a  toaster  oven.  Not  a  good 
place  for  an  emergency  landing. 
By  James  M.  Clash 


10      FORBES       DECEMBER  24,  2007 


■ome 


With  Vanguard,  choosing  the  right  investments 
can  be  easier  than  getting  dressed. 

ow-cost  investing  made  simpler  I  Choices  can  be  overwhelming  -  especially  when  creating 
portfolio.  As  a  leader  of  low-cost  fund  investing  for  30  years,  Vanguard  knows  that  a  simpler 
pproach  to  investing  may  be  better.  Every  investor  should  ask  a  few  key  questions,  then  focus 
n  just  a  few  funds.  Consider  a  handful  of  funds  that  can  meet  the  needs  of  most  investors  at 
anguard.com/handful.  For  more  information  on  other  funds,  visit  www.vanguard.com. 


Connect  with  us®  >  vanguard.com/handful  >  800-890-8502 


Vanguard 


all  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 

ead  and  consider  it  carefully  before  investing.  Mutual  funds  are  subject  to  risks,  onnect  with  us.  Vanguard,  and  the  ship  logo  are  trademarks 

The  Vanguard  Group,  Inc.  All  other  marks  are  the  exclusive  property  of  their  respective  owners.  ©2007 The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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tickets  during  his  record  New  York  to 
Los  Angeles  drive  (31  hours,  4  min- 
utes; average  speed  90.1mph). 

SportsMoney 
With  Mike 
Ozanian.  Sports 
attorney  Matthew 
Pace  on  the  indict- 
ment of  Barry  Bonds. 

StreetTalk  with 
Bob  Lenzner. 

Portfolio  manager 
Robert  Smith  says 
emerging-market 
economies  will  continue  to  grow 
faster  than  America's,  and  he 
discloses  some  holdings. 

Each  business  day:  Five  bulletins  of 
the  latest  company  and  market  news. 

CEO  Spotlight.  Camilla  Webster 
talks  to  Towers  Perrins  Ravin 
Jesuthasan  about  the  prospects  of  fat 
executive  bonuses  this  year. 

Luxury.  Poppy  Harlow  shows  you 
Parisian  luxury  at  its  finest,  inside  the 
Ritz  Hotel  and  at  LArpege 
restaurant. 


SPECIAL  REPORT 


The  Forbes 
Fictional  15 


Edited  By  Michael  Noer  and  David  M.  Ewalt 

The  rich  may  be  different  from  you  and  me — but  not 
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Fictional  Companies.  We  base  our  valuation  estimates, 
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we  referenced  comparable  fictional  public  companies. 
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THE    WATCH.  RECONSTRUCTED. 


WHAT  OTHER  WATCH  HAS  A  3.3  MM  THICK  SAPPHIRE  CRYSTAL?  WHAT  OTHER  WATCH  HAS  7 
SIDE  SCREWS  FOR  GREATER  STRUCTURAL  STRENGTH?  WHAT  OTHER  WATCH  HAS  A  DISTINCT 
3  LEVEL  DIAL?  WHAT  OTHER  WATCH  HAS  A  CASE  MADE  OF  53  ELEMENTS  THAT  STANDS 
1  6.7     MM     TALL?     WHAT     OTHER     WATCH     HAS     A     FORMULA     FOR     THE     ULTIMATE  CONSTRUCTION? 


CONCORD 


OTHERS    WILL  FOLLOW 


HARTGERS  -  JEWELERS  :     WYCKOFF,     NJ     |     T  &  R     JEWELERS:     NEW     ROGHELLE,  NY 
GDVBERG     JEWELERS    AT     BQYDS:     PHILADELPHIA,     PA     |     LEVINSON     JEWELERS:     PLANTATION,  FL 
BORSHEIMS:     OMAHA,     NE     |     BACHENDORF'S  I     DALLAS,     TX     |     WESTIMEI.  LOS     ANGELES,  CA 
GO    TO     WWW.CONCORD.CH     FOR     OTHER     SELECTED     RETAILER'S  WORLDWIDE 


©  Exelon  Corporation.  2007 


Human  activity  is  changing  the  planet.  The  science  is  overwhelming.  But  can  human  activity  change  things  for  the  better? 
Congress  has  strong  climate  change  proposals  before  it  right  now.  A  low-carbon  energy  future  is  possible,  and  national  climate 
frhange  legislation  is  a  critical  step.  Now  is  the  time  to  act,  and  we  will  do  everything  we  can  to  help.  Learn  more  at  exeloncorp.com. 


Exel  n 


Side  Lines 


Editor 

William  Baldwin 

Executive  Editor  and  Editor,  Forbes.com 

Paul  Maidment 

Executive  Editor  and  Editor,  Forbes  Asia 

Tim  W.  Ferguson 
Deputy  Managing  Editors 
Stewart  Pinkerton,  Tom  Post 
Assistant  Managing  Editors:  Steve  Kichen,  Larry  Reibstein,  Bruce  Upbin, 

Melanie  Wells 

Art  and  Design  Director:  Robert  Mansfield 
Editorial  Counsel:  Kai  Falkenberg 

Editorial  Director,  Foreign  Editions:  Katarzyna  Wandycz  Moreno 
Editorial  Director,  Forbes  Asia:  Karl  Shmavonian 
National  Editors:  Robert  Lenzner,  Michael  K.  Ozanian 

Senior  Editors:  Susan  Adams,  William  P.  Barrett,  Phyllis  Berman,  Alan  Farnham, 
Daniel  Fisher,  Russell  Hannery  (Shanghai),  Lea  Goldman,  Luisa  Kroll, 
Robert  Langreth,  Larry  Light,  Daniel  Lyons,  Robyn  Meredith  (Asia), 
Richard  C.  Morais,  Matthew  Schifrin,  Merrill  Vaughn,  Neil  Weinberg 
Contributing  Editors:  Justin  Doebele,  Lydia  Forbes,  Dennis  Kneale,  Joshua  Levine, 
Dana  Wechsler  Linden,  Toni  Mack,  Stephen  Manes,  Richard  Phalon,  Dan  Seligman, 
Mark  Tatge 

Associate  Editors:  Kurt  Badenhausen,  Scott  Bistayi,  James  M.  Clash,  Bernard  Condon, 
Ashlea  Ebeling,  Mary  Ellen  Egan,  Jonathan  Fahey  (Detroit),  Matthew  Herper, 
Nikhil  Hutheesing,  Deborah  Markson-Katz,  John  Koppisch,  Michael  Maiello, 
Matthew  Miller,  Chana  R.  Schoenberger,  Carol  Smillie,  Nathan  Vardi,  Penelope  Weiss 
Staff  Writers:  Monte  Burke,  Carrie  Coolidge,  Allison  Fass,  Susan  Kitchens, 
Tatiana  Serafin,  David  Whelan 

Senior  Reporters:  Andy  Stone,  Deputy  Chief;  David  Armstrong,  Kiri  Blakeley, 
Heidi  Brown,  Helen  Coster,  Elizabeth  D.  Gravitt,  William  Heuslein,  Dirk  Smillie 
Reporters:  Megha  Bahree,  Matthew  Craft,  Alex  Davidson,  Zack  O'Malley  Greenburg, 
Asher  Hawkins,  Peter  Hoy,  Devon  Pendleton,  David  K.  Randall,  Emily  Schmall, 
Chaniga  Vorasarun 

Editorial  Assistants:  Michele  Anderson,  Suzanne  Dottino,  Lucretcia  McFadden, 
Lauren  Streib 

Washington  Bureau:  Janet  Novack,  Manager;  Andrew  T.  Gillies,  Deborah  Orr, 
Matthew  Swibel,  Associate  Editors;  Cristina  von  Zeppelin,  Soyoung  Ho 
West  Coast:  Scott  Woolley,  Manager;  Dorothy  Pomerantz,  Staff  Writer; 
Evan  Hessel,  Peter  C.  Beller 

Silicon  Valley:  Quentin  Hardy,  Manager;  Elizabeth  Corcoran,  Kerry  A.  Dolan, 
Zina  Moukheiber,  Senior  Editors;  Victoria  Murphy  Barret,  Erika  Brown, 
Associate  Editors;  Claire  Cain  Miller 

Midwest:  Stephane  Fitch,  Manager;  Emily  Lambert,  Christopher  Steiner;  Joann  Muller, 
Manager  (Detroit) 

Southwest:  Christopher  Helman,  Manager 

Pacific:  Tim  Kelly,  Manager;  Kiyoe  Minami  (Tokyo); 

Gady  A.  Epstein,  Manager  (Beijing) 

Columnists:  Laszlo  Birinyi  Jr.,  Marilyn  Cohen,  David  Dreman,  Ken  Fisher, 

Jerry  Flint,  James  Grant,  Steve  H.  Hanke,  Lisa  W.  Hess,  Peter  Huber,  Richard  I^ehmann, 

John  W.  Rogers  Jr.,  A.  Gary  Shilling 

Art  Department:  Ronda  Kass,  Deputy  Art  Director;  Charles  Brucaliere, 
Anton  Klusener,  Senior  Associate  Art  Directors;  David  Lada,  Wylie  Nash, 
Steven  Ramos,  Associate  Art  Directors;  Michele  Hadlow,  Senior  Photo  Editor; 
Stephen  Aviano,  Meredith  Nicholson,  Janice  Pikey,  Photo  Editors;  Leslie  Kippen, 
Contributing  Photo  Editor;  Gail  Toivanen,  Special  Photography  Projects  and  Research; 
Robin  Regensburg,  Traffic 

Digital  Imaging:  Mark  Decker,  Director;  Richard  Nobile,  Assistant;  Rochelle  Hauck, 

Elena  Torres;  Carmen  Ramos,  Migdalia  Barreto,  Joseph  O'Connell 

Statistics:  Scott  DeCarlo,  Editor;  Shlomo  Reifman,  Deputy  Editor;  Ann  C.  Anderson, 

Senior  Editor;  Jack  Gage,  John  J.  Ray,  Brian  Zajac,  Associate  Editors;  Jon  Bruner, 

Paul  M.  Murdock,  Andrea  D.  Murphy.  Peter  J.  Schwartz,  Christina  Settimi,  Researchers 

Director  of  Editorial  Programming:  Mitchel  Rand;  John  Chamberlain, 

Senior  Programmer;  Carl  Subick 

Copy  Desk:  Susan  R.  Goldberg,  Richard  Hyfler,  Kathryn  Kuchenbrod,  Suzanne  O'Neill, 
Craig  Silver 

Information  Center:  Clarita  Jones,  Susan  Radlauer,  Information  Specialists; 
Jacqueline  Daniel,  Inga  Moody,  Staff 

Manufacturing  and  Production:  Mary  S.  Nemeth,  Director  of  Manufacturing; 
Meghan  Casserly,  Michelle  Ciulla,  Casey  Clifford,  James  Morrow,  Sara  Siragusa; 
Joanna  Mikolajczuk,  Production  Manager,  Forbes  Asia 

Information  Technology:  Louie  Torres,  Filipe  Carreira,  Directors;  Peter  Menoni, 
Carolyn  Agro-Buonocore,  Esad  Becaj,  Philip  Blake,  Chhay  Chhun,  Gabriel  Chiong, 
Rafael  Diaz,  Joseph  Lodato,  Adalberto  Rodriguez,  Dmitri  Slavinsky 
Online:  Dan  Bigman,  Michael  Noer 
FOUNDED  IN  1917 

B.C.  Forbes,  Editor-in-Chief  (1917-1954) 

Malcolm  S.  Forbes,  Editor-in-Chief  (1954-1990) 

James  W.  Michaels,  Editor  (1961-1999) 

PAID  CIRCULATION  OVER  900,000   Printed  in  U.S.A. 


18 


FORBES      DECEMBER  24,  2007 


2000 
1000 


Inflation  adjusted  1956=100' 

'Index  includes 
impressionist,  excludes 
contemporary  art. 


History  Is  Written  by  Winners 

MASTER  CYNIC  JOE  QUEENAN  ONCE  CITED  AN  EXPERT  WITH  AN 
interesting  take  on  those  heartwarming  tales  of  dolphins  ferrying 
drowning  swimmers  back  to  shore.  It  could  be  that  people  are  often 
taken  in  the  other  direction;  you  just  never  hear  their  stories. 

Survivorship  bias.  Think   Modem  All  Prices 
about  it  whenever  you  hear 
heartwarming  tales  of  prof- 
its being  made.  On  page  80 
Susan  Adams  tells  the  saga 
of  a  family  coining  money 
by  buying  Picassos  and 
Modiglianis   and  selling 
them  a  while  later.  Could  you  do  the 
same?  Maybe.  But  bear  in  mind  that  if 
there  are  families  losing  their  shirts  on  art, 
they  probably  aren't  getting  five-page 
spreads  in  magazines. 

The  price  graph  displayed  above  says 
that  you  can  do  very  well  owning  impres- 
sionist art.  But  there  could  be  survivor- 
ship bias  in  the  data.  The  Mei  Moses 
indexes  are  meticulously  constructed 
from  12,000  price  pairs:  the  same  paint- 
ing or  sculpture  appearing  at  least  twice 
in  public  auctions.  Here's  the  bias:  The 
mere  fact  that  a  piece  got  into  an  auction 
catalog  the  second  time  means  it  had  something  going  for  it; 
inconsequential  paintings  that  were  overpriced  the  first  time 
around  are  particularly  likely  not  to  show  up  in  the  data.  Also 
missing:  duds  that  didn't  fetch  bids  in  the  second  auction. 

Michael  Moses,  the  retired  NYU  professor  who  is  co- 
producer  of  this  research,  concedes  as  much.  But  he  argues  that 
his  data  set  also  excludes  a  lot  of  winners.  If  you  bought  a  Jasper 
Johns  from  a  gallery  for  $500  and  sold  it  at  auction  for  $5  mil- 
lion, your  win  is  not  in  Mei  Moses.  Nor  is  a  fast-appreciating 
Matisse  that  was  bought  at  auction  and  then  donated  to  the  Met. 
At  any  rate,  he  says,  he  records  plenty  of  stinkers,  such  as  a 
Picasso  that  sank  63%. 

If  Mei  Moses  has  on  balance  a  bullish  bias,  you  shouldn't  fault 
the  authors,  who  can  report  only  prices  they  know.  But  you  should 
approach  art  investing  with  eyes  open.  For  that  matter,  you  should 
be  cynical  about  a  lot  of  things.  All  these  have  a  survivorship  bias: 
investments  mentioned  at  dinner  parties,  stocks  charted  in  Value 
Line,  entrepreneurs  featured  in  FORBES,  stock  market  histories  (does 
your  data  set  include  the  - 1 00%  compound  annual  return  on  Rus- 
sia over  the  past  century?),  available  hedge  fund  performance 
numbers  and  every  mutual  fund  ad. 

EDITOR 


Megabuck  Picasso. 


Samsung  is  leading  the  way  in  mobile  communications  with  Mobile 
WiMAX,  a  next-generation  technology  designed  to  make  wireless 
broadband  services  as  ubiquitous  as  wireless  voice.  So  you  can  keep 
up  with  just  about  anything  while  on  the  go. 
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Winning 
Defined 


1  \    "Winning  Isn't  Everything"  (Nov.  26, 
p.  96)  surmises  that  "all  those 
Canadian  teachers"  are  cheering 
their  pension  managers  on.  Many 
of  my  relatives  are,  or  were,  teach- 
ers in  Ontario,  but  they  couldn't 
care  less  how  the  pension  fund  is 
doing.  They  are  all  on  defined  ben- 
efit plans  and  do  not  share  these 
profits  at  all.  Additionally,  they  seem  quite  confident  that  the  Ontario  gov- 
ernment will  backstop  any  losses.  So  who  cares  how  the  managers  do?  In 
fact,  most  are  wondering  where  all  that  money  is  going! 

BILL  WILLIAMS 
Chatham,  N.J. 


Pension  asset: 
Toronto  Maple  Leafs 


Rebuilding  the  Dollar 

David  Malpass'  column,  "Washington: 
Out  of  Tune  With  Growth"  (Nov.  26,  p.  29), 
bemoans  the  weak  dollar.  But  it  makes  no 
attempt  to  explain  the  causes:  Our  govern- 
ment has  been  conducting  a  war  while 
lowering  taxes,  consumers  have  been 
using  the  equity  in  their  homes  as  money 
machines,  and  the  personal  savings  rate  has 
been  at  historic  lows. 

It  is  worth  noting  that  government 
investment,  such  as  the  massive  U.S. 
highway  system  constructed  in  the  1950s 
under  a  Republican  Administration  and 
when  tax  rates  were  much  higher  than 
now,  offered  this  country  a  very  clear 
path  to  growth.  Today  a  comparable 
program  to  help  repair  crumbling  infra- 
structure and  develop  alternative  energy 
would  provide  the  kind  of  economic 
growth  that  Mr.  Malpass  wishes  for.  And 
it  can  be  paid  for  without  raising  taxes 
once  the  wasteful  expenditures  on  Iraq 
are  curtailed. 

JEREMY  M.  GLASS 
Newton,  Mass. 

Risk-Free  Insurers 

The  U.S.  spends  by  far  the  most  per 
capita  on  health  care  (Side  Lines,  Nov.  26, 
p.  18),  yet  we  trail  many  countries  in 


such  important  measures  as  life 
expectancy  and  infant  mortality.  The 
commentary  mentioned  causes  behind 
our  added  health  care  costs — the  visit  to 
the  specialist,  the  second  opinion,  the 
test  ordered  to  fend  off  lawsuits — but 
curiously  forgot  to  include  the  added 
overhead  that  the  insurance  industry 
expends  in  identifying  and  screening  out 
"risks."  Those  citizens  who  are  denied 
coverage  or  can't  afford  the  premiums 
often  seek  the  expensive  care  of  emer- 
gency rooms,  long  after  their  conditions 
could  have  been  treated  efficiently. 

ROB  COUGHLIN 
Kenmore,  Wash. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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you  lose  your  entire  ship? 


We're  right  there  with  you. 

Think  of  the  different  risks  that  seven  continents,  hundreds  of 
countries,  and  all  the  oceans  can  serve  up.  Even  the  largest 
global  companies  struggle  to  keep  up  with  the  risks  they 
already  see,  let  alone  those  that  lie  just  under  the  surface.  To 
help  our  customers,  our  international  operations  are  designed 
to  provide  consistent  risk  analysis,  underwriting  and  claims 
services.  In  a  changing  world  where  risks  can  appear  any- 
where, we  believe  the  most  effective  approach  is  to  act  as  one. 

www.zurichna.com/corporatebusiness 


Because  change  happe 
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ZURIC 


In  the  United  States,  coverages  are  underwritten  by  member  companies  of  Zurich  in  North  America,  Including  Zurich  American  Insurance  Company.  Certain  coverages  not  available  in  all  states.  Some  coverage) 
be  written  on  a  non-admitted  basis  through  surplus  lines  brokers  Risk  engineering  services  are  provided  by  Zurich  Services  Corporation 


pad  and  Comment 

jBy  Steve  Forbes,  Editor-in-Chief 
r'W7f/j  all  thy  getting  get  understanding." 
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Powerful  Peace  Weapon:  Free-Market  Prosperity 


MIDDLE  EAST  PEACEMAKERS  SHOULD  TAKE  A  CUE  FROM  WHAT'S 
been  happening  in  Northern  Ireland  The  dispute  there  between  Protes- 
tants and  Catholics  has  been  bloody  and  has  lasted  for  more  than  three 
centuries.  Yet  there  now  seems  to  be  real  progress  toward  peace.  Why? 
Not  because  diplomats  suddenly  became  more  able  but  because  of  the 
profound  changes  to  the  south,  in  the  Republic  of  Ireland,  which  for 
centuries  had  been  one  of  the  poorest  economies  in  western  Europe. 

Things  started  to  change  dramatically  in  the  1970s.  Dublin 
aggressively  courted  foreign  investment,  using  tax  cuts  and  tax  hol- 
Hidays  as  bait.  Other  tax  and  regulatory  changes  were  made.  Result: 
ilreland  today  is  the  most  vigorous  economy  in  western  Europe.  Its 
Iper  capita  income  is  now  larger  than  that  of  Britain,  France  or  Ger- 
many. The  great  boom  in  Ireland  did  not  go  unnoticed  in  the 
North,  and  in  fact  that  region  has  benefited  greatly  from  the 
Republics  prosperity.  A  vigorous,  new  middle  class  is  rising  in  all  of 
Ireland.  As  people  become  more  prosperous  they  tend  to  focus  on 
bettering  their  lives  more  than  on  blowing  up  their  neighbors. 
One  of  the  things  our  diplomats  should  be  pressuring  Mideast 
:  [countries  on  is  economic  reform.  That  does  not  mean  the  IMF,  whose 
.  i  economic  prescriptions  of  devaluation  and  higher  taxes  are  always  toxic. 
Instead,  we  should  be  firmly  advocating  genuine  changes  that  will  bring 


about  prosperity.  One  would  be  a  Hong  Kong-like  flat  tax.  Another 
would  be  currency  boards,  such  as  Estonias,  or  a  variation  of  one,  such 
as  Latvia's,  which  have  stabilized  the  once  inflation-prone  currencies 
of  those  two  countries.  More  reforms  could  be  taken  from  the  World 
Bank  publication  Doing  Business,  which  surveys  178  economies  on 
everything  from  the  ease  of  setting  up  legal  businesses  to  enforcing 
contracts.  It's  no  surprise  that  most  Mideast  countries  (as  well  as  African 
ones)  are  economic  laggards.  One  happy  exception  is  Egypt,  which 
seems  to  be  making  real  progress  in  instituting  pro-growth  policies.  A 
vibrant  middle  class,  long  term,  is  the  key  to  genuine  and  lasting  peace. 

Something  we  should  have  pushed  at  the  recent  Middle  East 
peace  summit  in  Annapolis,  Md.  is  for  the  Palestinian  govern- 
ment, such  as  it  is,  to  enact  pro-growth  policies. 

Israel  has  made  significant  changes — especially  under 
Benjamin  Netanyahu,  who  was  finance  minister  (2003-05) — but 
it  could  do  a  lot  more,  including  instituting  a  low-rate  flat  tax. 
Until  recent  years,  in  fact,  Israel's  economy  was  grossly  overregu- 
lated,  overtaxed — hardly  an  inspiring  free-enterprise  model.  The 
faster  it  can  move  to  a  Hong  Kong/Estonia/Switzerland  model, 
the  better  for  its  own  well-being  and  security.  A  free-enterprise 
boom  would  be  noticed  by  neighbors — and  quietly  emulated. 


Scandalous 


THIS  HEADLINE  IS  A  GLARING  EXAMPLE  OF  HOW  DYSFUNCTIONAL 
our  current  campaign  laws  have  become.  The  limits  on  what 
individuals  can  give  to  a  candidate  force  those  running  for  fed- 
eral office  to  spend  inordinate  amounts  of 
time  cajoling  funds  from  individuals  and  spe- 
cial interest  groups.  Campaign  rules  are  now 
taking  on  tax  code-like  complexity.  Congres- 

j  sional,  senatorial  and  presidential  campaigns 

I  need  to  have  rafts  of  accountants  and  lawyers 

i  on  staff  just  to  be  sure  they  are  in  compliance. 
The  system  is  rigged  against  those  who 

j  don't  have  ample  personal  resources,  which  is 

)  profoundly  antidemocratic.  It  gives  incum- 
bents a  large,  artificially  created  advantage  in 
f  raising  campaign  funds.  To  succeed,  a  chal- 
lenger usually  needs  to  outspend  someone  in 
office.  This  requires  an  opponent  to  amass  a 
large  war  chest  to  be  able  to  overcome  name 

il  recognition;  the  money  members  of  Congress 
can  legally  employ  in  promoting  themselves  in  the  name  of  "con- 
stituent services;"  and  the  natural  publicity  that  flows  to  office- 
holders from  press  releases,  particularly  announcements  about 
special  projects  for  their  districts  or  states. 


SHORT  OF  MONE 
GM  IS  ENLISTING 
RICH  CANDIDATES 

RUNNING  FOR  CONGRESS 


The  Affluent  Can  Bypass 
Fund-Raising  and 
Campaign  Early 


Special  interests  love  the  current  system:  Candidates  have  to 
go  to  scores  of  PACs  to  get  needed  campaign  cash. 

The  complex  restrictions  also  mean  that  there's  less  informa- 
tion about  who  is  providing  money  to  help 
candidates.  So-called  independent  commit- 
tees, such  as  527s,  are  fairly  easy  to  set  up.  As 
long  as  they  don't  overtly  cooperate  with  a 
campaign,  they  can  attack  or  promote  issues 
(and  thus  candidates)  they  feel  strongly  about 
with  unlimited  amounts  of  money. 

After  this  election  cycle  is  over,  we  should 
fundamentally  reform  our  campaign  finance 
laws.  More  prohibitions  and  arcane  rules  will 
simply  exacerbate  this  scandalous  system.  We 
should  move  in  the  opposite  direction:  pure 
simplicity.  Anyone  should  be  able  to  give  any 
amount  to  any  campaign,  as  long  as  the  infor- 
mation is  promptly  posted  on  the  Internet. 
That  way  a  candidate  could  more  quickly 
raise  funds  from  those  who  truly  believe  in  him,  as  well  as  focus 
on  developing  issues  and  enlisting  grassroots  support.  The  pub- 
lic could  instantly  know  who  is  giving  what  to  whom.  No  more 
mysterious  committees.  No  more  anonymous  donors. 


—New  York  Times 
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Wall  Street  is  being  battered  by  questionable  mortgages,  but  there's  nothing  subprime  about  the  Big  Apple's  best 
restaurants.  It's  too  bad  so  many  of  the  financial  institutions  didn't  have  the  risk-assessor  equivalents  of  our  eatery 
experts  Tom  Jones,  America's  foremost  foodmeister,  and  Forbes  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


Alto 
Aureole 
Bouley 
Chanterelle 


Country 
Daniel 
The  Four  Seasons 
Gordon  Ramsay  at  the  London 


Jean  Georges 
La  Grenouille 
Le  Bernardin 
Le  Cirque 


Nobu 
Per  Se 
Rosanjin 
'21'  Club 


New  among  the  brightest  of  the  brightest  is  Rosanjin,  which  serves 
the  most  divine  Japanese  meals  you'll  ever  experience  in  New  York. 
Gordon  Ramsay  at  the  London  is  a  small,  gleaming  jewel  box  of  a 
space  with  gentle  lighting  and  easy-conversation  acoustics.  And  the 
food?  Wow!  Another  newbie  is  visually  stunning  Alto,  with  its  im- 
pressive wine  list,  flawless  service  and  a  mouthwatering  menu  that 


keeps  getting  better  and  better.  Exquisitely  beautiful  Aureole's  ever 
inventive  American  cuisine  is  made  even  more  delicious  by  the  won- 
derfully welcoming  staff  and  solicitous  service.  Superb  service  is  also 
a  hallmark  of  Nobu,  as  well  as  its  heavenly  Japanese  fare.  Le  Bernardin 
remains  the  gold  standard  of  seafood  restaurants.  Another  eatery 
that  easily  wins  a  food  Olympics  gold  medal  is  Daniel. 


Babbo 
Bette 
Blue  Hill 
Cafe  Boulud 
Cafe  Gray 

Cru 
Danube 
davidburke  &  donatella 

Del  Posto 
Eleven  Madison  Park 
EN  Japanese  Brasserie 


Etats-Unis 

Fives 
Fleur  de  Sel 
Gilt 

Gotham  Bar  and  Grill 
Gramercy  Tavern 
Jojo 
Kai 

LAtelier  de  Joel  Robuchon 
Le  Perigord 


*** 

L'Impero 
the  little  owl 
Maremma 
Masa 
Maya 
The  Modern 
Morimoto 
Nippon 

Orso 
Perry  St 


Peter  Luger  Steak  House 
Pinocchio 
Pure  Food  and  Wine 
The  River  Cafe 
San  Domenico 
Sant  Ambroeus 
Soto 
Spice  Market 

Spigolo 
Strip  House 


Sugiyama 
Swifty's 
Tabla 
The  Tasting  Room 
Thalassa 
Tocqueville 
Town 
Union  Square  Cafe 
Veritas 
Waverly  Inn 
wd-50 


Stars  in  this  category  regularly  and  spectacularly  burst  into  exis- 
tence or  simply  burn  out.  Among  the  brightest  of  the  brand-new 
is  EN  Japanese  Brasserie,  an  excellent  choice  for  an  introduction 
to  Japanese  food  for  the  trepidatious.  After  a  decline  Gramercy 
Tavern  is  soaring  again.  Gilt  furnishes  fabulous  food  elaborately 
presented.  Tiny,  serene  and  superb  Kai  offers,  with  discreet  ele- 
gance and  great  charm,  some  of  the  best  Japanese  dishes  in  the 
city.  Soto  serves  up  sublime  sushi  and  sashimi.  Despite  the  hype 
and  staggeringly  expensive  prices,  L' Atelier  deliciously  delivers  the 
goods.  Storefront  Pinocchio  never  disappoints.  Adventurous  eaters 
love  wd-50's  mad-scientist-chef  Wylie  Dufresne's  impressively 


inventive  use  of  ingredients.  At  JoJo,  a  charming  French  bistro, 
you'll  learn  why  French  women  don't  get  fat.  Understated  but 
glamorous  Broadway  standby  Orso  is  still  one  of  the  best  tickets  in 
town  for  excellent  Italian  food.  Del  Posto  s  acoustics  are  such  that 
you  can  enjoy  conversation  while  ingesting  delectable  Italian  selec- 
tions. Trendy  davidburke  &  donatella  is  packed  to  the  gills,  and  the 
menu  doesn't  disappoint.  Etats-Unis  is  an  Upper  East  Side  gem  of 
American  cooking,  and  youll  be  dreaming  of  the  desserts  for  days. 
"Raw"  and  "vegetarian"  are  not  adjectives  usually  associated  with 
haute  cuisine,  but  at  Pure  Food  and  Wine,  as  if  by  magic,  such  ingre- 
dients are  turned  into  exquisite  and  exotically  delicious  offerings. 
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Amalia— Modern  Mediterranean  with  chic  Downtown  decor,  making  this  a  great  bet  before  or  after  a  Broadway  show. 
Anthos — Authentic,  abundant  Greek  offerings  with  remarkably  fresh  ingredients. 
Artisanal — Big  and  brassy  brasserie  boasts  a  bounty  of  cheeses,  along  with  (or  without)  excellent  entrees. 
Billy's  Bakery  I  Crumbs  I  Cupcake  Cafe  I  Magnolia  Bakery— All  kinds  of  scrumptious  cupcakes,  cookies  and  other  waist-busters. 
BLT  Fish  I  BLT  Market  I  BLT  Prime  I  BLT  Steak— Sensational  steaks,  fabulous  fish. 
Blue  Fin— The  answer  to  those  who  lament  the  lack  of  good  food  in  Times  Square.  Tuna  is  the  specialty. 
Cafe  des  Artistes — The  Howard  Chandler  Christy  murals  provide  the  background  for  enticing  fare  and  gracious  service. 
Caffe  Grazie  I II  Postino  I  Lupa  I  Maurizio  Trattoria  I  Osteria  del  Circo  I  Vento— All  Italian,  all  different,  all  delizioso! 
Circus — Circus  motif  on  the  walls  and  the  caipirinhas  flowing  beckon  you  to  this  best  of  Brazilian  fooderies. 
Compass — Superluxe  American  meals  served  in  comfortable  surroundings  near  Lincoln  Center. 
Cookshop — Superb  service.  Stylish  setting.  Fabulous  American  eats  at  reasonable  prices.  Try  their  really  funky  vegetables. 
Daisy  May's  BBQ  I  Dinosaur  Bar-B-Que  I  RUB— Bewitching  barbecue. 
Di  Fara  I  Grimaldi's — Perfect  pizzas. 
Dim  Sum  Go  Go — Chinatowns  heavenly  hot  spot  for  divinely  delicious  dim  sum. 
E.A.T. — Expands  the  definition  of  "deli."  Service  is  never  anything  less  than  welcoming  and  the  food  never  misses. 
Ed's  Lobster  Bar — Purists'  lobster  roll  with  that  precise,  scientific  blend  of  meat  and  mayo. 
Fiamma  Osteria — Deliciously  complicated  haute  Italian  cuisine. 
The  Garden  Court  Cafe — This  sublime  secret  spot  situated  inside  the  Asia  Society  &  Museum  building  on  Park  Avenue 

serves  healthy  juices  and  teas,  along  with  luscious  lunches. 
Gavroche — Flavorful  French  food  that  always  makes  the  basics  beguiling  and  blissful. 
Gobo — The  ambience  of  Zen  tranquility  provides  an  appropriate  backdrop  for  amazingly  flavorful  vegetarian  victuals. 
Grayz — Creative  seasonal  cocktails  paired  with  highly  clever  small  plates— the  perfect  place  to  "graze"  in  Midtown. 
Hell's  Kitchen  I  Mesa  Grill — Meccas  for  Mexican  culinary  treasures. 
Inn  LW12 — The  place  is  bubbling  as  people  flock  here  for  the  woodsy-inn  feel  and  first-rate  French-Canadian  feasts. 
Keens  Steakhouse — An  1885  landmark  that  houses  an  old-fashioned  eatery  serving  up  top-notch  steak-house  fare. 
The  Mermaid  Inn — Routinely  reels  in  those  who  treasure  oceanic  cuisine. 
Michael  Jordan's  The  Steak  House  N.Y.C. — Tantalizing  steaks  prove  that  in  the  kitchen  Air  Jordan  is  also  the  ultimate  all-star. 
The  Morgan  Dining  Room— Eat  an  excellent  lunch  here  before  imbibing  the  Library's  literary  treasures. 
Payard  Patisserie  &  Bistro — Bustling  bistro  that  should  hold  special  appeal  for  France's  new,  hip,  pro-American  president. 

Peacock  Alley — A  must-try  New  York  experience. 
Periyali — Attentive  staff.  Great  Greek  food. 
Petrossian — Breathtakingly  expensive,  but  for  caviar  aficionados  these  little  eggs  are  still  a  bargain. 
Popover  Cafe — Spectacular-tasting  popovers,  as  well  as  other  flavorful  foods,  make  the  occasional  queue  well  worth  the  wait. 

Prune — Total  delight:  The  fare  is  fantastic;  the  service,  informal  and  friendly. 
Sakagura — This  Japanese  restaurant  is  not  only  a  haven  for  serious  sake  drinkers  but  also  one  of  the  best  places  in  which  to  eat. 
Sasabune — A  sushi  and  sashimi  paradise,  with  the  chef  making  the  decisions  about  what  will  be  served  and  in  which  order. 
Stand — We've  got  no  beef  with  these  bountiful  burgers.  The  drinks  menu  is  loaded  with  fun  concoctions  and  12  microbrews  on  tap. 

Tribeca  Grill — Serves  up  superb  nouvelle  comfort  cuisine  and  has  an  impressive  wine  list  and  impeccable  service. 
Turkish  Kitchen — Eye-opening  red  decor  sets  off  some  of  the  choicest  Turkish  cooking  anywhere,  including  in  Turkey  itself. 
Wallse — Austrian  food  that's  delicious  and  beautifully  presented.  Its  legendary  wine  list  includes  delights  borne  of  Austrian  grapes. 
The  Water  Club — This  barge  is  without  parallel  in  its  spectacular  views  and  splendorous  seafood. 
Wu  Liang  Ye — Nondescript  setting  yet  very  descript— i.e.,  spicy  and  tasty— Chinese  cuisine. 
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CAN  YOU  HAVE 

AN  IMPACT  BY  MAKING 

NONE  AT  ALL? 

These  are  the  kinds  of  challenges  that  motivate 
us  at  Toyota.  This  one  was  the  inspiration  for 
our  zero  emissions  vision,  not  to  mention  our  drive  towards  zero  waste  in  all  of  our  plants. 
Our  goals  may  seem  lofty  but  we've  made  significant  progress.  Like  the  fact  that  over  one 
million  Toyota  and  Lexus  hybrids  around  the  world  have  kept  billions  of  pounds  of  CO2  out 
of  the  atmosphere.*  And  as  we  make  bigger  leaps  across  all  of  our  technologies,  our  impact 
on  the  environment  will  become  even  smaller. 


WHY  NOT? 


toyota.com/whynot 


SOME  STEEL  IS 

MORE  AMBITIOUS 

THAN  OTHERS. 

Only  Rolex  uses  904L  steel  for  its  steel  watch  cases.  904L  is  a  super  alloy  usually 
reserved  for  the  chemical  industry,  where  maximum  resistance  against  corrosion  is 
essential.  Corrosion  resistance  stems  from  904L's  higher  chromium  content,  which 
forms  a  thin,  impervious  barrier  on  the  alloy's  surface  when  exposed  to  oxygen. 
In  the  event  of  a  scratch,  the  chromium  oxide  barrier  fills  and  protects  it  immediately, 
effectively  reducing  the  scratch's  propensity  for  corrosion.  904L  steel  is  so  hard  that  Rolex 
even  had  to  develop  special  equipment  to  machine  it.  A  mighty  250-ton  press  is 
necessary  just  to  stamp  out  a  single  Oyster  case  from  a  solid  block  of  904L.  When  it  comes 
to  ensuring  the  lasting  beauty  of  your  watch,  no  measure  is  too  extreme  for  Rolex. 


her  Comments 


Trwf/i  is  always  exciting.  Speak  it,  then.  Life  is  dull  without  it. 

— PEARL  BUCK 


Good  Faith  Effort?  For  decades,  American  Middle 
East  policy  has  been  set  according  to  a  Big  Lie:  that  two  sides,  Jew 
and  Muslim,  were  equally  desirous  of  peaceful  coexistence.  This 
is  demonstrably  false.  Only  Israel  desires  peaceful  coexistence 
with  the  Arabs;  the  Arabs  only  desire  Israel's  annihilation.  That's 
why  the  "peace"  American  policy  continually  chases  can  never  be 
more  than  a  "process"— a  process,  in  fits  and  starts,  that  comes 
closer  to  its  own  hideous  conclusion  with  every  successive 
Administration.  For  what  can  put  an  end  to  such  a  lie-based 
"process"  but  the  end  of  Israel  itself? 

Certainly,  the  long,  wearing  process  has  degraded  the  very 
concept  of  Israel — the  idea  of  inviolable  sovereignty,  borders, 
capital,  even  identity.  It  was  a  long  way  from  "Gaza,  Never"  to 
"Gaza,  Take  it" — but  not,  of  course,  too  long  for  the  peace 
process.  It's  been  a  long  way  from  "Jerusalem,  Never"  to 
"Jerusalem,  It  might  be  negotiable."  And  there's  always  a  next 
stage.  But  the  longer  the  peace  process  goes  on,  the  more  vulner- 
able Israel  becomes  to  Arab  conquest — and  the  more  vulnerable 
the  concept  of  Israel  becomes  to  the  next  stretch  of  peace  process. 

—DIANA  WEST,  Washington  Times 

Speechless  Why  is  the  expanding  regulation  of  speech  so 
little  reported  and  appreciated?  Has  it  brought  any  public  benefits? 
The  answer  to  the  first  is  simple:  By  and  large,  the  media  regard 
campaign  finance  "reform"  as  a  worthy  crusade.  Money  in  politics 
is  bad;  big  money,  however  defined,  is  worse.  It's  corrupt — or  might 
be.  Curb  it.  Overlook  or  minimize  the  attendant  restrictions  on 
political  speech.  The  media  jealously  guard  their  own  free  speech. 
They  are  more  casual  about  everyone  else's.  As  to  the  second,  the 
answer  is:  few,  if  any.  Campaign  finance  "reform"  hasn't  cured  pub- 
lic cynicism  about  money  in  politics — the  main  legal  justification 
for  First  Amendment  restrictions — and  can't,  because  Americans 
routinely  feel  cynical  about  politics.  But  the  objective  basis  here  for 


DI7W 

'Wiles  of  the  Devil  or  not,  someone's  gotta  pay  for  these  pies." 


their  cynicism  is  weak.  Although  it's  common  to  think  that  politi- 
cians sell  their  votes  to  big  contributors,  the  overwhelming  conclu- 
sion of  academic  research  is  that  in  roll  call  votes,  members  of  Con- 
gress follow  their  philosophical  views  and  constituents'  interests. 

Politics  requires  money.  Try  to  purge  politics  of  money  and 
politics  is  crippled.  Free  speech's  value  is  not  only  a  diversity  of 
views;  it  is  also  the  ability  of  people  to  contest  those  views.  The 
only  desirable  controls  are  contribution  disclosures.  Let  people 
see  who's  giving  to  whom.  Free  speech  involves  no  right  to  secret 
speech.  Otherwise,  recognize  that  campaign  finance  "reform"  is  a 
dagger  in  the  First  Amendment. 

—ROBERT  J.  SAMUELSON,  Washington  Post 

Tossed  To-and-Fro  Ideas  are  like  pizza  dough,  made 
to  be  tossed  around. 

—ANNA  QUINDLEN,  New  York  Times 

Courageous  Performance  So  in  the  end,  the 

Senate  voted  to  confirm  Michael  Mukasey  as  Attorney  General, 
53-40.  What  happened  to  the  grave  threats  he  posed  to  the  repub- 
lic? Yes,  Majority  Leader  Harry  Reid  took  to  the  floor  to  explain 
that  the  judge  was  unfit  to  serve  because  he  wouldn't  declaim  on 
the  legality  of  "waterboarding,"  an  interrogation  technique  that 
Congress  itself  hasn't  banned.  But  notably  missing  in  action  were 
the  Democrats  running  for  President.  Hillary  Clinton,  Barack 
Obama,  Joe  Biden  and  Chris  Dodd  had  all  declared  their  opposi- 
tion but  never  showed  for  the  vote.  Their  absence  suggests  that 
the  entire  Mukasey  "fight"  was  a  political  charade.  Democrats 
wanted  to  appease  their  antiwar  base  by  raising  a  fuss,  but  with- 
out actually  defeating  him.  As  Dan  Rather  would  say,  "Courage." 

—  Wall  Street  Journal 

Lightening  the  Load  The  people  of  Arkansas  are 

enjoying  the  first  months  of  the  biggest  tax  cut  in  state  history,  a 
50%  reduction  in  the  sales  tax  on  groceries.  More  than  $100  mil- 
lion, which  annually  had  gone  into  the  state's  coffers,  will  now 
stay  in  consumer  pockets.  The  tax  cut  is  the  biggest  news  in 
Arkansas  this  year.  Of  course,  if  you  live  elsewhere  you  may  not 
have  heard  of  the  detail-oriented  governor  who  rejected  the  long- 
held  belief  in  this  state  that  the  poor  and  middle  class  should  be 
taxed  on  what  they  buy  at  the  food  store.  And  I'm  not  describing 
either  of  the  two  former  governors  from  Hope — Bill  Clinton  and 
Mike  Huckabee.  The  Arkansas  sales  tax  on  groceries  was 
increased  during  their  terms,  a  fact  overlooked  by  national  media. 

—GREG  KAZA,  executive  director, 
Arkansas  Policy  Foundation,  National  Review  Online 

Counting  Calories?  The  way  one  eats  is  the  way 

one  works. 

—CZECH  PROVERB  F 
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Retirement.  Let's  make  the  most  of  it. 


There's  a  mighty  big  "if"  in  each  of  our  lives  and  it  has  to  do  with  retirement.  "If"  you  want  to  protect  what  you've  worked  so 
hard  to  accumulate,  you  need  the  right  partner.  As  a  leader  in  individual  insurance  and  employee  benefits,  MetLife  helps  you 
map  out  a  smooth  transition  from  work  to  retirement  and  beyond.  Starting  with  your  existing  coverage,  our  representatives 
work  with  you  to  create  your  personal  retirement  safety  net.  Protecting  retirements  for  over  100  years,  MetLife  has  the  expertise 
and  financial  strength  to  make  guarantees  for  the  "if"  in  life. 


Call  1-888-MetLife  or  visit  our  new  website: 
www.metlife.com/retirement 


MetLife 


Guarantees  for  the  if  in  life! 


Guarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and 
limitations  and  the  insurer's  claims-paying  ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166.  MetLife  Investors  USA 
Insurance  Company,  Irvine,  CA  92614.  ©2007  MetLife,  Inc.  PEANUTS  ©UFS,  Inc.  L04076634(exp0408)MLIC-LD 


GUARANTEED  TO 

SHINE 

AS  BRIGHT 

THE  OTHER  364  DAYS 

OUT  OF  THE  YEAR 


A  DIAMOND  IS  FOREVER 


India's  Peaceful  Rise 


EVEN  THOUGH  THE  ECONOMY'S  ANNUAL  GROWTH  RATE  HAS 
been  8%  to  9%  for  the  last  five  years,  India's  peaceful  rise  hasn't 
led  to  unease  over  the  country's  future.  Instead,  Americans, 
Japanese  and  western  Europeans  are  keen  to  invest  in  India,  ride 
on  its  growth  and  help  develop  another  heavyweight  country. 

I  recently  had  the  opportunity  to  visit  New  Delhi  twice.  In 
November  JPMorgan  Chase  brought  its  international  advisory 
board,  its  European  board  and  its  principal  officers  from  many 
parts  of  the  world  to  the  city  for  a  two-day  meeting.  And  earlier 
this  month  Citigroup  invited  me  to  speak  along  with  the  bank's 
top  leaders  at  an  Asia-Pacific  Business  Leaders'  Summit  there. 
Two  of  the  largest  U.S.  banks  consider  India  to  be  a  growth  story 
and  are  eager  to  service  American  and  Indian  companies.  I  did 
not  detect  any  anxiety  over  India  becoming  a  problem  to  the 
present  world  order. 

Why  has  China's  peaceful  rise,  however,  raised  apprehen- 
sions? Is  it  because  India  is  a  democracy  in  which  numerous 
political  forces  are  constantly  at  work,  making  for  an  internal  sys- 
tem of  checks  and  balances?  Most  probably,  yes — especially  as 
India's  governments  have  tended  to  be  made  up  of  large  coali- 
tions of  10  to  20  parties. 

One  example  of  India's  "checks  and  balances"  at  work  was 
the  suspension  of  its  talks  on  a  U.S.  nuclear  power  deal. 
Although  this  deal  is  manifestly  in  India's  interests,  60  commu- 
nist MPs — part  of  the  Congress  Party-led  coalition  govern- 
ment— opposed  the  deal.  Subsequently,  the  Communists 
allowed  negotiations  to  resume,  reserving  their  position  on  the 
outcome.  India's  development  will,  from  time  to  time,  run  into 
domestic  obstruction. 

Contrast  this  with  the  singleness  of  purpose  in  policy  and  its 
execution  displayed  by  China's  Communist  government. 

India's  navy  has  an  aircraft-carrier  force;  its  air  force  has  the 
latest  Sukhoi  and  MiG  aircraft;  its  army  is  among  the  best  trained 
and  equipped  in  Asia.  India  can  project  power  across  its  borders 
farther  and  better  than  China  can,  yet  there  is  no  fear  that  India 
has  aggressive  intentions. 

Could  this  be  because  India  is  surrounded  by  states  in  tur- 
moil? Pakistan  is  in  crisis;  a  bad  outcome  there  will  increase  the 
terrorist  threat  to  India.  As  Pervez  Musharraf  is  now  an  elected 
civilian  president,  he  won't  have  the  same  command  over  the 
army  he  has  had  as  army  chief.  And  any  other  elected  president 
will  have  even  less  sway  over  the  military.  Nepal  is  a  deeply 
divided  and  troubled  country.  Sri  Lanka  is  embroiled  in  an 
unending  civil  war,  with  the  Tamil  Tigers  carrying  out  endless 


suicide  bombings.  India  obviously  has  preoccupations  enough  to 
keep  its  focus  fixed  on  its  border  regions. 

Different  Impact 

Suppose  China  were  also  a  democracy  with  multiple  parties  and  po- 
litical power  bases?  Would  a  multiparty  China  with  a  yearly  economic 
growth  rate  of  9%  to  12%  be  viewed  with  the  same  equanimity  as 
India  is?  Such  a  China  would  probably  continue  to  make  big  strides 
on  the  economic,  social  and  military  fronts,  with  more  sophisticated 
capabilities  on  the  ground  and  sea  and  in  the  air  and  space,  and  would 
eventually  become  a  peer  competitor,  if  not  an  adversary,  of  the  U.S. 

The  speed  of  China's  change  and  the  thoroughness,  energy  and 
drive  with  which  the  Chinese  have  built  up  their  infrastructure  and 
pursued  their  goals  spring  from  their  culture,  one  that  is  shared  by 
the  Koreans,  Japanese  and  Vietnamese,  who  adopted  the  Chinese 
written  script  and  absorbed  Confucian  culture.  The  Chinese  are 
determined  to  catch  up  with  the  U.S.,  the  EU  and  Japan.  Fast- 
forward  20  to  30  years  and  the  world  will  have  to  accommodate  a 
more  technologically  advanced  and  economically  more  sophisti- 
cated China,  whether  under  a  single-  or  multiparty  system. 

India  does  not  pose  such  a  challenge — and  won't  until  it  gets 
its  social  infrastructure  up  to  First  World  standards  and  further 
liberalizes  its  economy.  Indeed,  the  U.S.,  the  EU  and  Japan  root 
for  India  because  they  want  a  better-balanced  world,  in  which 
India  approximates  China's  weight. 

The  Indian  elite  also  speak,  write  and  publish  in  English. 
They  hold  a  wide  range  of  diverse  views — and  to  the  degree  that 
Amartya  Sen,  a  Nobel  winner  in  economics,  entitled  one  of  his 
books  The  Argumentative  Indian.  Few  Chinese,  on  the  other 
hand,  speak — let  alone  write  in — English,  and  what  they  publish 
in  Chinese  doesn't  always  disclose  their  innermost  thoughts. 

What  if  India  were  well  ahead  of  China?  Would  Americans  and 
Europeans  be  rooting  for  China?  I  doubt  it.  They  still  have  a  pho- 
bia of  the  "yellow  peril,"  one  reinforced  by  memories  of  the  outrages 
of  the  Cult  ural  Revolution  and  the  massacres  in  Tiananmen  Square, 
not  to  mention  their  strong  feelings  against  Chinese  government  cen- 
sorship. China  will  have  to  live  with  these  hang-ups.  To  reinforce  the 
idea  that  theirs  will  be  a  peaceful  path  going  forward,  the  Chinese 
have  rephrased  the  term  "peaceful  rise"  to  "peaceful  development." 
Greater  openness  and  transparency  in  Chinese  society  would  also  help. 

Singapore  and  Southeast  Asia  (Asean),  sandwiched  between 
these  two  behemoths,  need  China  and  India  to  achieve  a  balanced 
relationship,  one  that  allows  both  to  grow  and  prosper,  pulling  up 
the  rest  of  Asia— East,  Southeast  and  South— with  them.  F 


I  Forbes 


Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  David  Malpass,  chief  economist,  Bear, 
Stearns  &  Co.  Inc.;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization  and  former  president  of  Mexico, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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good! 


Audi 


2  Truth: 


There  are  only  certain  instances 
when  you'll  need  354  horsepower. 


Truth: 

Every  day  if  you're  lucky. 


Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Holiday  Gift  List 


Best  $5  Million  and  Under 

•  Real  estate — Five  million  smackers  buys  a  5,000-square-foot  condo 
with  14-foot  ceilings  in  New  York's  Greenwich  Village;  a  9,000-square- 
foot  villa  on  a  private  golf  course  in  Naples,  Fla.;  or  a  six-bedroom, 
six-bath,  4,800-square-foot  ski  chalet  in  Beaver  Creek,  Colo. 

•  Boats— A  slightly  used  80-foot,  or  new  72-foot,  Hatteras 
Motor  Yacht. 

•  Planes— Cessna  Citation  CJ1+  jet,  which  comfortably  seats  up 
to  six  aft  of  cockpit,  and  on  full  tanks  at  445mph  (Mach  0.72) 
travels  half  the  continental  U.S.;  Beechcraft  King  Air  B200GT 
turboprop,  which  seats  eight  in  luxury  aft  of  cockpit,  and  on  full 
tanks  at  350mph  travels  2,000  miles.  Like  all  turboprops,  it  can 
sneak  in  and  out  of  tiny  runways. 

•  Investment — Put  $3  million  into  a  managed  private  account  at 
Smith  Barney;  $2  million  to  track  the  Stanford  endowment. 

I  •  Gift — Endow  a  professorship  in  your  name  at  Harvard. 

$500,000  and  Under 

•  Pleasure  aircraft — A  sleek  four-seat  Cirrus  SR22-G3  airplane;  a 
load-hauling,  four-seat  Cessna  turbo  182  for  bush  flying  (or  add 
floats  for  water  landings);  or  a  Robinson  R44  Clipper  II  helicop- 
ter to  hop  over  poor  slobs  stuck  on  clogged  freeways. 

•  Exotic  automobiles — These  should  do  the  trick:  Bentley  Azure 
convertible,  Lamborghini  Murcielago  LP640. 

•  Join  a  top-end  country  club  in  the  New  York  or  Los  Angeles  areas. 

•  Investment — If  you  avidly  read  FORBES  columnist  Ken  Fisher 
(and  why  not;  he  regularly  beats  the  S&P),  start  an  account  at 
Fisher  Investments.  Half  a  million  is  the  minimum. 

•  Gift — Send  five  deserving  young  men  and  women  to  medical 
school  at  a  state  university. 


$50,000  and  Under 

•  Affordable  luxury  cars— BMW  335i,  the  professional  man  or 
I  woman's  hot  rod;  Cadillac  CTS,  the  Caddy  that  even  boomer 

snobs  will  love;  Dodge  Ram  3500  with  6.7-liter  Cummins  turbo 
diesel  engine,  for  hauling  horses  and  supplies  around  your  ranch. 

•  Sea  cruises — There's  only  one  recommendation  here!  Sign  up 
for  the  spring  and  fall  FORBES  investor  cruises.  Call  800-530- 
0770  to  get  the  best  Crystal  Cruises  cabin  selections  available. 
Next  journey.  Mar.  27  to  Apr.  10,  2008.  Destinations:  Singapore 
to  Mumbai,  with  stops  in  Kuala  Lumpur,  Phuket,  Yangon, 
Cochin  and  Mumbai.  Great  investment  tips  from  Steve  Forbes, 
Ken  Fisher  and  others  just  may  pay  for  your  cruise. 

•  Investment— Put  $50,000  into  a  broad-based  global  index  fund, 
such  as  Morgan  Stanley's  MSCI  Index. 

•  Gift— Send  anonymous  $10,000  cash  gifts  to  the  five  best  high 
school  teachers  in  your  city. 


$5,000  and  Under 

•  Clothes — A  Zegna  classic  two-button  men's  made-to-measure 
suit.  I  recommend  two  pairs  of  pants— three  if  you  travel  a  lot. 
This  will  set  you  back  $2,500,  but  you'll  look  like  an  investment 
banker.  Another  $2,500  buys  six  Thomas  Pink  custom  shirts, 
four  Brioni  ties  and  a  pair  of  cufflinks. 

•  Plasma  television — You  can't  beat  a  Pioneer  50-inch  1080p  flat- 
panel  plasma  HDTV.  And  if  you  wait  until  after  Christmas,  you 
might  be  able  to  buy  the  60-inch  model  for  less  than  $5,000. 

•  Investment — Buy  a  small-cap  value  fund  for  your  kids. 

•  Gift — Leave  an  anonymous  gift  to  a  struggling  family  at  your 
house  of  worship. 

$500  and  Under 

•  Gadgets — The  Apple  iPhone  for  $399  (I  love  mine:  The  built-in 
iPod  and  surprisingly  good  camera  alone  are  worth  the  price — 
consider  the  phone  and  Web  browser  as  bonuses);  the  Amazon 
Kindle  ($399)  is  the  first  electronic  book  I  want  to  own;  Bose 
noise-canceling  headphones  ($299). 

•  Fitness — MBT  shoes  ($245).  These  are  the  funny-looking  Swiss- 
made  shoes  that  mimic  the  experience  of  walking  barefoot  in 
sand  or  on  soft  grass.  I  own  three  pairs  and  can  take  long  walks  in 
them  without  my  bad  back  flaring  up.  A  year's  worth  of  vitamin 
supplements.  I  like  the  GNC  Mega  Men  Sport  Vitapak,  which  will 
cost  you  a  little  more  than  a  dollar  a  day  for  individual  packets. 
Spend  the  rest  on  omega-3  supplements,  baby  aspirin  and  cal- 
cium citrate,  and  you'll  have  great  nutritional  insurance. 

•  FORBES  investor  cruisewear — Get  a  pair  of  Serengeti  sunglasses, 
Mephisto  Cool-Air  loafers  or  a  couple  of  Tommy  Bahama  silk  shirts. 

•  Investment — Buy  the  QQQ  fund  for  a  niece  or  nephew. 

•  Gift — Buy  your  assistant  a  weekend  getaway  at  a  spa  hotel  or  a 
gift  certificate  at  a  nice  store. 

$50  and  Under 

•  Books — The  Best  American  Sports  Writing  of  the  Century,  edited 
by  David  Halberstam  and  Glenn  Stout;  YOU:  Staying  Young  by 
Michael  F.  Roizen,  M.D.  and  Mehmet  C.  Oz,  M.D.;  and/or  the  pretty 
and  witty  Beastly  Feasts!  by  the  comic  balladeer  Robert  Forbes. 

•  Gift  and  karmic  investment — Tips!  Turn  a  thousand  dollars 
into  20  fifties  and  spread  those  "Grants"  around  this  holiday  sea- 
son. Leave  $50  in  the  hotel  room.  It  will  mean  a  lot  to  people  who 
have  some  of  the  worst  jobs.  Leave  an  extra  $50  for  the  guy  or  gal 
who  cuts  your  hair  or  massages  the  knots  out  of  your  back. 
Throw  $50  into  the  Salvation  Army  bucket.  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 
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Ill  1  mci 


Reaching:  Morton  L.  Topfer. 


IMFORMER@F0RBES.COM 

Short  Arms? 

The  Internal  Revenue  Service  says  that  Morton 
L.  Topfer,  one  of  FORBES  ASAPs  Tech's  100  High- 
est Rollers  when  he  served  as  Dell  vice  chair- 
man, owes  $65  million  in  gift  taxes  and 
penalties  for  undervaluing  asset  trans- 
fers benefiting  his  heirs.  Topfer,  71,  is 
I  fighting  the  bill  in  U.S.  Tax  Court.  The 
feds  say  that  in  2002  and  2003  he  put 
$105  million  of  cash  and  stock  into 
'  trusts  for  his  children  and  grandchil- 
dren but  valued  the  largesse  at  a  mere 
$3.5  million.  Among  the  dealings  that 
the  IRS  nixed  on  grounds  of  "no  busi- 
ness purpose":  option  trades  between 
Topfer  and  the  various  trusts.  Court 
filings  for  Topfer,  who  retired  from  Dell  and  now  sits  on  the  board 
of  chipmaker  AMD  while  running  a  family  investment  firm  in 
Austin,  Tex.,  defend  the  complicated  dealings  as  "bona  fide,  arms- 
length  transactions."  —Janet  Novack 

Gold  Standard 

In  barely  two  years  shares  of  Gold  Resource  Corp.  have  gone  up 
345%  to  a  recent  $4.44,  producing  a  $126  million  market  cap.  Yet 
the  Denver  company  hasn't  sold  a  single  ounce  of  the  shiny  stuff 
it  is  exploring  for  in  several  locations  in  Mexico;  its  latest  quar- 
terly financials  acknowledge  a  "lack  of  proved  or  provable 
resources."  A  rep — one  of  just  three  employees — tells  FORBES  of 
"favorable"  test  results  and  predicts  first  gold  sales  by  late  2008. 
The  stock  rise  comes  in  the  wake  of  the  firm's  frequent  issuance 
of  optimistic  press  releases  as  well  as  its  serial  hiring  of  investor- 
relations  outfits  paid  in  the  shares  being  flogged.  The  Web  site 
gushes  that  boss  William  W.  Reid  developed  six  mines  while 
heading  U.S.  Gold  Corp.  from  1977  to  2005.  Left  unstated  there 
in  his  bio  (but  mentioned  on  page  31  of  a  63-page  prospectus  for 
Gold  Resource):  no  revenue  since  1990.       — William  P.  Barrett 


Using  laboratory  experiments  in  which  game-playing 
French  college  students  wired  to  electrodes  decide 
whether  to  welch  on  their  taxes,  European  researchers 
said  that  evaders  displayed  bigger  emotional  reactions. 
The  research  team,  led  by  Giorgio  Coricelli  of  the  Univer- 
sity of  Lyons,  called  the  results  "striking,"  noting  this: 
"The  subjects  evade  less  after  having  been  punished." 
Among  the  primary  conclusions:  "A  policy  threatening  to 
denounce  cheaters  publicly  might  contribute  to  reduce 
fiscal  fraud."  — J.N.  and  W.P.B. 


Stock  Markets  Are  Scary  Enough 

Following  a  grand  tradition  of  rolling  out  new  financial  products 
resonating  on  themes  in  the  news,  "terror-free"  investment  vehi- 
cles are  slowly  taking  root.  The  state  of  Missouri  recently  added 
an  option  to  its  529  college  savings  plan  allowing  parents  to  pick 
funds  that  avoids  buying  stock  in  companies  that  do  business 
with  the  usual  suspects  that  the  U.S.  government  considers  state 
sponsors  of  terrorism.  FTSE  Group  in  London  says  it  will  launch 
several  screened-for-terror  stock  indexes,  to  which  mutual  or 
exchange-traded  funds  presumably  could  be  pegged.  The  pio- 
neer in  this  area  seems  to  be  the  Roosevelt  Anti-Terror  Multi- 
Cap  Fund,  of  Indianapolis.  It  has  just  $28  million  in  assets  but, 
since  adding  the  security-screening  criteria  in  2005,  has  per- 
formed creditably.  The  total  return  for  2007  to  date,  18.7%,  is 
triple  that  of  the  S&P  500.  —  W.P.B. 

Lawyers  Have  Ethics  Rules? 

A  New  York  bankruptcy  judge  has  ordered  the  storied,  oh-so- 
proper  law  firm  Coudert  Brothers  to  return  a  client's  corporate 
documents  and  seals.  Coudert,  which  went  bust  last  year  after 
153  years  practicing  international  law,  had  refused,  saying  it  was 
owed  $1.3  million  for  legal  work  on  a  monorail  project  in  Ka- 
zakhstan. But  the  judge  said  that  holding  on  to  such  client  prop- 
erty for  an  unpaid  bill  violated  legal  ethics  rules. — Asher  Hawkins 


On  the  Lam,  Some  for  All  of  Eternity  r 

A  U.S.  government-provided  list  of  the  oldest  federal  criminal-fraud  arrest  warrants  outstand- 
ing now  includes  deceased  individuals  and  an  ex-Forbes  400  member. — J.N.  and  W.P.B. 


DEFENDANT 

WHERE  WARRANT 
WAS  ISSUED 

YEAR 

NATURE  OF 
ALLEGED  FRAUD 

LAST  KNOWN 
WHEREABOUTS 

Leon  Adjmi 

Tampa,  Fla. 

1965 

insurance 

died  in  Majorca 

Michael  Gallagher 

Los  Angeles,  Calif. 

1971 

unstated 

unknown 

Margaret  Weiler 

San  Diego,  Calif. 

1971 

unstated 

unknown 

Edward  Krock 

New  York,  N.Y. 

1973 

tax 

died  in  Bahamas 

|  Carlos  Urbina 

Washington,  D.C. 

1974 

false  statement 

unknown 

|  Jerome  Connolly 

Los  Angeles,  Calif. 

1975 

unstated 

unknown 

|  Ann  Ohlschlager 

Los  Angeles,  Calif. 

1976 

nonsufficient  funds 

unknown 

Robert  Vesco 

New  York,  N.Y. 

1976 

securities 

Cuban  prison 

|  Sources:  U.S.  Marshals  Service,  Washington,  D.C; 

news  databases. 

Former  rich  lister  Robert  Vesco 
in  a  Havana  courtroom,  1996. 
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FIDELITY  NEW  MILLENNIUM  FUND 
NOW  REOPENED 


The  next 

big  idea. 


While  it's  still  small. 


*  Average  annual  total  returns  are  historical  and  include  changes  in  share  price,  reinvestment  of  dividends,  and  capital  gains,  if  any. 

The  S&P  500'4  Index  is  a  registered  service  mark  of  The  McGraw-Hill  Companies,  Inc.,  and  has  been  licensed  for  use  by  Fidelity 
Distributors  Corporation  and  its  affiliates. 


The  Fidelity  New  Millennium  Fund  seeks  out  companies  that  are  poised  to  benefit 
from  product  innovation  and  social  trends  before  they  are  widely  known.  This  unique 
fund  has  reopened  to  give  you  access  to  these  companies  and  the  opportunities 
they  present. 


AVERAGE  ANNUAL  TOTAL  RETURNS* 

As  of  9/30/07 

1  Year                    5  Year                   10  Year 

Fidelity  New  Millennium  Fund 

(Expense  Ratio:  0.93%) 

24.73% 

17.26% 

1 1 .96% 

S&P  500 

16.44% 

15.45% 

6.57% 

Performance  data  shown  represents  past  performance  and  is  no  guarantee  of  future 
results.  Investment  return  and  principal  value  will  fluctuate,  so  you  may  have  a  gain  or 
loss  when  shares  are  sold.  Current  performance  may  be  higher  or  lower  than  that 
quoted.  Visit  Fidelity. com/performance  for  most  recent  month-end  performance. 


Stock  values  fluctuate  in  response  to  the  activities  of  individual  companies  and  genera!  market  and 
economic  conditions. 


Call  866.399.9597  or 

visit  Fidelity.com/millennium 


Smart  move! 


re  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses, 
tact  Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

y  Brokerage  Services,  Member  NYSE,  SIPC 


Follow-Through 


FEBI 


Wipeout 


Maguire's  White  Elephant?  777  Tower  in  L.A. 

Anybody  out  there  want  to  buy  a  real 
estate  investment  trust?  Earlier  this  year 
we  described  how  private  equity  funds 
were  snatching  up  REITs  to  the  tune  of 
$103  billion  in  deals  in  2006.  We  high- 
lighted five  REITs,  including  office  REIT 
Maguire  Properties,  that  seemed  like 
juicy  takeover  targets. 

Then  came  the  subprime  crash. 
Since  February  banks  have  tightened 
their  lending  standards,  and  spreads  on 
commercial  mortgage-backed  securities, 


FLASHBACKS 


a  common  way  of  funding  buyouts,  have 
skyrocketed.  None  of  the  REITs  we 
targeted  have  sold.  The  sector  as  a  whole 
has  lost  10%  since  our  story  ran. 

That's  not  to  say  all  buyout  talk  has 
faded.  REIT  researcher  Green  Street  is 
suggesting  that  Maguire  is  once  again  for 
sale.  At  $21,  Maguire  stock  has  lost  half 
its  value  since  February,  making  it  a 
potential  bargain  for  a  brave  buyer. 

— Dorothy  Pome rant z 

OCTOBER  9,  2006 

Billionaire  Exposed 

Our  story  last  year  about  Igor  M.  Oleni- 
coff,  a  real  estate  developer,  said  he  was 
worth  $1.6  billion  and  deserved  a  slot  on 
The  Forbes  400.  Olenicoff  said  he  was 
worth  nowhere  near  that  amount,  claim- 
ing that  his  company,  Olen  Properties, 
was  in  fact  owned  by  offshore  entities  in 
which  he  had  no  stake.  The  U.S.  govern- 
ment appears  to  agree  with  FORBES'  take 
on  the  situation,  and  in  November 
charged  Olenicoff,  65,  with  one  felony 
count  of  willful  filing  of  a  false  2002  tax 
return.  According  to  the  government, 
Olenicoff  answered  "no"  to  the  question 
on  the  1040  asking  if  he  had  any  foreign 
bank  accounts,  when  in  fact  he  had 
"ownership"  and  "control"  over  accounts 
in  England,  Switzerland,  the  Bahamas 
and  Liechtenstein. 


Edward  M.  Robbins  Jr.,  Olenicoff's 
attorney,  says  that  the  Orange  County 
developer  will  be  pleading  guilty  to  that 
count  under  a  deal  with  prosecutors  in 
which  he  could  face  a  maximum  prison 
term  of  six  months.  He  is  also  about  to 
settle  IRS  claims  for  tens  of  millions  in 
taxes  and  civil  fraud  penalties,  Robbins 
says,  on  terms  he  won't  disclose. 

—Janet  Novack 

NOVEMBER  26,  2007 

Bellows  Burst 

The  artwork  we  predicted  would  set  a 
new  price  record  for  American  paintings 
was  pulled  from  the  auction  block  at  the 
last  minute.  Christie's  withdrew  "Men  of 
the  Docks"  (1912)  by  George  Bellows 
from  its  Nov.  29  auction  after  a  group  of 
students,  faculty  and  alumni  won  a 
temporary  injunction  barring  the 
trustees  of  Randolph  College  in 
Lynchburg,  Va.  from  selling  the  work. 
The  trustees  had  secretly  removed  the 
painting  from  its  campus  museum  under 
armed  guard  in  October,  and  an  outcry 
followed.  Christie's  claims  to  be  pleased 
with  the  results  of  the  rest  of  the  auction, 
but  the  highest  price  fetched,  $5.7  mil- 
lion for  a  1971  Wyeth,  didn't  begin  to 
approach  the  $25  million  low  estimate 
on  the  Bellows. 

— Alan  Farnham 


Abu  Dhabi's  sovereign  wealth  fund  invested  $7.5  billion  in 
Citibank. 


25  YEARS  AGO  IN  FORBES  |  APRIL  12,  1982 

Middle  East  Money  Machine  Want  to  do  a  little 

business  with  the  sheikhs  in  the  Middle  East  with  their  money?  In 
Abu  Dhabi,  natives  bidding  on  government  contracts  receive  a 
10%  price  advantage  over  foreign  companies.  Abu  Dhabi's 
largest  bank  (assets,  $5  billion)  is  closely  tied  to  the  ruling  family. 


10  YEARS  AGO  IN  FORBES  |  JULY  7, 1997 

Scruggs'  Strategy  You've  read  a  lot  in  the  media  about 

the  noble  souls  who  fight  the  tobacco  industry.  Now  meet  the 
less  praiseworthy  gentlemen  who  are  the  real  force  behind  the 
antitobacco  lawsuits.  The  settlement  talks  followed  a  set  of 
suits  by  state  attorneys  general  suing  on  behalf  of  state 
Medicaid  funds.  This  strategy  was  concocted  by  Mississippi 
Attorney  General  Michael  Moore  and  his  former  law  school 
classmate  and  wealthy  plaintiffs  attorney  Richard  Scruggs.  An 
asbestos  lawyer  whose  seven-member  firm  operates  out  of  a 
strip  mall  in  Pascagoula,  Miss.,  Scruggs  hopped  around  the 
country  in  his  Learjet,  persuading  37  other  attorneys  general  to 
join  Mississippi  in  suing  the  tobacco  industry. 

Scruggs  was  recently  indicted  for  allegedly  bribing  a  judge. 
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As  a  fourth-year  music  student  studying  at  one  of  America's  Historically  Black  Colleges  and 
Universities  (HBCU),  Justin  may  one  day  lead  the  next  great  musical  movement.  A  commitment 
to  developing  future  leaders  is  why  Honda  created  HBCU  programs  such  as  the  Honda  Campus 
All-Star  Challenge  and  Honda  Battle  of  the  Bands.  We  believe  the  work  done  hy  America's 
Historically  Black  Colleges  and  Universities  is  truly  worth  a  standing  ovation.  The  Power  of  Dreams 

For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com.  ©  2006  American  Honda  Motor  Co.,  Inc. 


ARE  YOUR  GOLF  DREAMS 
COMING  UP  SHORT? 

or 

ARE  YOU  A  CARDMEMBER? 


Cardmembers  who  love  golf  can  get  more  out  of  the  game  with  American  Express. 


We  understand  golf  is  more  than  just  a  game  —  it's  a  lifestyle.  And  we're  here  to  help  you  make  the  most  of  it.  That's 
why  American  Express  oilers  exclusive  benefits,  only  tor  Cardmembers,  tailored  specifically  lor  goll  enthusiasts.  Like 
special  access  to  some  ol  goll's  premier  events  such  as  the  U.S.  Open*  and  PGA  Championship,  customized  travel 
packages  lor  once-in-a-liletime  goll  getaways,  and  instruction  by  PGA  Professionals.  So  no  matter  how  you  choose  to 
improve  your  game,  American  Express  is  committed  to  taking  you  further. 


To  get  the  Card  that  gets  you  more, 
visit  americanexpress.com/golf  \  JSCl/V 


American  Express  is  a  proud  corporate  partner 


©2007  American  Express  Company  Some  Cards  require  enrollment  in  the  Membership  Rewards"  program  and  payment  of  an  annual  program  fee  Terms  and  conditions  may  vary. 


Heads  Up 

The  Next  Bubble? 


CARDMEMBERS  GET  CLOSER 
TO  THEIR  LOVE  OF  GOLF  AT 
AMERICANEXPRESS.COM/GOLF 


mm  ^HERETO  FIND  THE  NEXT 

18|  II  mm  market  meltdown?  Per- 

^■■f  KoB  haps  half  a  world  away. 

II  IV  Some  fund  managers 

■I  H  believe  that  emerging 
market  stocks,  which  have  provided  great 
returns  (39.5%  annually  since  2002),  are 
perilously  overvalued. 

No  question,  countries  like  China, 
India,  Brazil  and  Russia  are  growing  much 
faster  than  the  developed  world  and  are 
likely  to  do  so  for  a  while — with  GDP 
growth  rates  of  5%  to  11%  a  year,  com- 
pared with  3%  for  the  U.S.  But  there  are 
worrisome  signs  that  the  run-up  is  fueled, 
in  part,  by  just  the  sort  of  speculative 
money  that  typically  presages  a  collapse. 

Foreign  direct  investment  is  still  cascad- 
ing into  these  countries:  $213  billion  this 
year,  the  Institute  of  International  Finance 
estimates.  Total  assets  under  management 
for  emerging  markets  hedge  funds  jumped 


Signs  of  a  Top 

A  proliferation  of  new  funds  in  emerging 
markets — and  soaring  P/E.  Is  the  bull  run  over? 


MSG  emerging  market  index 
price/earnings  ratio 
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Sources:  Morningstar;  MSCI. 


Number  of  new 
emerging  market 
mutual  funds 


■  I 


mmmmmmMmmKmuKsmsm 


eightfold  in  the  four  years  through  Septem- 
ber to  $269.5  billion,  estimates  Lipper  Tass 
Asset  Flows  Report.  Even  that  lowballs  the 
true  amount  by  $50  billion  or  so,  reckons 
Lipper  senior  analyst  Ferenc  Sanderson, 
given  that  global  and  other  hedge  funds  are 
also  dumping  money  into  these  regions. 

Mutual  fund  firms,  never  ones  to  pass 
up  an  investing  frenzy,  have  been  diving  in 


as  well.  Five  years  ago  there  was  but  one 
fund  newly  set  up  to  target  the  sector;  this 
year  there  are  16,  says  Morningstar.  Indi- 
viduals doubled  their  mutual  fund  bets  in 
emerging  markets  last  year  to  $11  billion, 
says  AMG  Data  Services;  as  of  Nov.  20  they 
totaled  $14.2  billion  for  2007. 

"This  is  strongly  reminiscent  of  the 
flows  into  technology  in  late  1999  and  early 
2000,"  worries  Robert  Adler,  AMGs  presi- 
dent. Of  concern,  too,  is  how  much  of  the 
recent  years'  stellar  returns  have  been  the 
result  of  the  expansion  of  price  multiples 
rather  than  of  earnings.  Since  bottoming 
out  six  years  ago,  the  price/earnings  ratio  of 
Morgan  Stanleys  emerging  market  stock 
index  has  climbed  70%  to  18.5,  just  ahead 
of  the  S&P  500s  multiple. 

But  look  a  little  closer.  The  price/sales 
ratio  in  emerging  market  stocks  is  roughly 
120%  higher  than  the  same  measure 
in  developed  economies.  That  means,  if 
P/Es  are  about  the  same, 
profit  margins  in  emerging 
markets  are  twice  again  as 
high  as  in  developed  ones. 
The  obvious  risk  here  is  that 
profit  margins  in  emerging 
markets  will  decline  to 
global  average  levels  as  new 
competition  surfaces,  says 
Robert  Arnott,  chairman  of 
fund  manager  Research 
Affiliates.  "These  stocks 
have  soared  beyond  reason," 
he  says.  Among  the  most 
vulnerable:  stocks  in  China, 
the  Czech  Republic, 
Colombia  and  Morocco. 

What  could  cause  a 
collapse?  A  market  bust  and 
recession  in  the  U.S.,  which  together  were 
enough  to  trip  up  emerging  markets  six 
years  ago.  Or  credit  tightening  in  China, 
political  instability  in  Turkey  or  inflation  in 
Brazil.  Any  of  these  might  prompt  Western 
investors  to  repatriate  their  cash.  There's 
nothing  like  an  overseas  crisis  to  make  a 
little  turmoil  at  home  seem  rather  tame. 

— Neil  Weinberg 


e  on  green  rees  an 
special  offers  at  courses 
around  the  country. 


Purchase  tickets  to 
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Bonus  Time 

For  all  the  fretting  about  Wall  Street,  there's  an  awful  lot  of  compensation  cash 

floating  around  |  By  Liz  Moyer 


OH,  THE  DESPAIR  ON  WALL 
Street!  Subprime  writeoffs 
($70  billion  at  last  count). 
The  ignominy  of  a  giant 
bank  needing  a  bailout 
from  the  Middle  East.  Executives 
walking  the  plank.  What's  next?  See- 
through  buildings?  Another  default  on 
the  city's  bonds? 


Not  likely.  Financiering  is  still  a 
lucrative  industry.  Year-end  bonuses  will 
be  good,  possibly  better  on  the  whole 
than  last  year's.  The  city's  tax  collections 
next  year  will  be  off  only  slightly  from 
2007.  There  aren't  yet  a  lot  of  brokers  and 
bankers  driving  cabs.  Tiffany's  store  on 
Fifth  Ave.  reports  that  its  sales  are  up 
28%  from  a  year  ago.  Manhattan  Motor- 


cars says  it  sold  three  Rolls-Royces 
($400,000  to  $500,000  each)  in  the  past 
six  weeks.  Through  the  third  quarter  the 
average  2007  sale  price  for  a  Manhattan 
apartment  was  up  14%  from  a  year  ago 
to  $1.4  million,  according  to  real  estate 
brokers  at  the  Corcoran  Group. 

The  big  Wall  Street  firms  have  put 
away  $94  billion  for  bonus  payouts  and 
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other  compensation  expenses  through 
the  first  three  quarters  this  year.  That  is 
up  from  $86  billion  for  the  first  three 
quarters  of  2006,  and  2006  wound  up  as 
a  record  bonus  year. 

The  chief  executives  who  were  shown 
the  door  aren't  suffering  too  much.  Mer- 
rill Lynch's  E.  Stanley  O'Neal  walked  away 
with  $160  million  in  retirement  benefits  and 
stock  and  options.  Citigroup's  Charles 
Prince  is  getting  $40  million,  including  a 
$12  million  cash  bonus  prorated  to  Nov.  4 
and  the  use  of  a  car  and  driver. 

Wall  Street's  middle  managers  will 
see  decent  bonuses  this  year — if  they 
didn't  work  in  fixed- income  securities. 
Alan  Johnson,  who  studies  Wall  Street 
pay  trends  at  his  consulting  firm  John- 
son &  Associates,  calculates  that  many 
on  The  Street  will  at  least  match  last 
year's  bonus,  if  not  get  5%  to  15%  more. 
Mortgage  trading  is  hurting,  but  not 
investment  banking,  equity  trading,  asset 
management  or  private  equity.  Workers 
on  commodities  sales  desks  could  get  as 
much  as  20%  bigger  bonuses,  says  the 
Options  Group,  a  Wall  Street  recruiter. 
A  managing  director  who  does  com- 
modities trading  could  expect  a  bonus 
anywhere  from  $5  million  to  $7  million, 
on  top  of  a  $200,000  base  salary. 

As  for  the  losers,  it's  all  relative.  A 
managing  director  selling  mortgage- 
backed  securities  might  see  his  or  her 
bonus  drop  from  $2.5  million  in  2006  to 
$1  million. 

The  seven  biggest  commercial  and 
investment  banks — Goldman  Sachs, 
Lehman,  Morgan  Stanley,  Merrill  Lynch, 
Bear  Stearns,  Citigroup  and  JPMorgan 
Chase — are  still  on  track  to  make  a  profit 
for  2007.  Pretax  profits  for  these  banks  as 
a  whole  were  3.8%  higher  for  the  first 
nine  months  of  2007  than  they  were  in 
the  same  period  last  year.  Goldman 
Sachs,  the  only  one  of  the  seven  to  show 
a  gain  in  profits  in  this  year's  third  quar- 
ter, is  expected  to  repeat  that  in  the 
fourth,  which  ended  Nov.  30.  The  other 
six,  collectively,  will  probably  have  a 
lousy  fourth  quarter. 

Wall  Streeters  typically  keep  the 
high-end  real  estate  market  buoyant  in 
New  York,  and  indeed  prices  in  the  city 
have  resisted  the  national  weakness,  at 
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Wall  Street  employees  will  generally  see  decent 
bonuses  this  year.  Employment,  after  the  2001 
bust,  has  climbed  steadily,  though  layoffs  are 
hitting  this  year. 
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least  until  recently.  The  number  of  apart- 
ments sold  in  the  third  quarter  rose  20% 
from  the  previous  year,  reports  Corco- 
ran. Elsewhere  in  the  country  residen- 
tial real  estate  inventory  is  piling  up;  in 
Manhattan  it's  shrinking. 

In  August  a  Credit  Suisse  managing  di- 
rector, Rodney  M.  Schiffer,  laid  out 
$6  million  for  a  five-bedroom  town  house 
in  Manhattan  that  was  previously  owned 
by  film  director  Martin  Scorsese.  "We're  still 
going  to  see  a  very  healthy  year,"  says  Cor- 
coran's  chief  executive,  Pamela  Leibman. 


"The  strength  of  the  superluxury 
market  will  continue." 

That's  good  news  for  New 
York  City  and  State  coffers.  The 
city  gets  9%  of  its  tax  revenues 
from  Wall  Street,  the  state  20%, 
according  to  the  state  comptrol- 
ler. Tax  collections  in  the  fiscal 
year  ending  June  2007  were 
$37.8  billion.  They  are  expected 
to  drop  to  $36.3  billion  in  2008. 
City  and  state  officials  are  nerv- 
ous about  the  coming  year,  as 
housing  slows  and  Wall  Street 
worries  about  the  credit  crunch. 
Mayor  Michael  Bloomberg's 
administration  projects  $400 
million  less  in  real  estate  trans- 
action receipts  during  fiscal 
2008  and  $100  million  less  in 
income  taxes,  thanks  to  the 
credit  crunch.  The  state  comp- 
troller projects  state  tax  revenue 
will  drop  $500  million  in  2008. 

But  to  put  this  in  context: 
New  York  City  is  coming  off  of 
a  $4.4  billion  surplus  for  the  fis- 
cal year  that  ended  June  2007. 
And  the  possible  slowdown  is 
far  from  the  economic  disaster 
that  hit  in  late  2001  after  the  ter- 
rorist attacks.  Losses  from 
credit  derivatives,  unlike  those 
from  the  sudden  shock  of  2001, 
have  been  rolling  out  since  the 
summer.  "We  expect  economic 
slowing  and  belt-tightening,  but 
we  don't  see  this  falloff  as  being 
as  precipitous  as  it  was  in  2001," 
says  Robert  Kurtter,  a  manag- 
ing director  at  Moody's  muni 
bond  rating  service. 
One  fallout  of  the  slowdown  is  that 
employees  can  expect  to  see  more  of 
their  bonuses  in  the  form  of  stock  rather 
than  cash.  Options  Group  expects 
investment  banks  to  pay  three-quarters 
of  their  bonuses  in  stock,  up  from  the 
more  typical  50-50  cash/stock  payout. 
UBS  says  it's  capping  cash  payments  at 
$750,000  per  employee.  That  could  be  a 
terrible  hardship,  unless  the  recipient  can 
lay  hands  on  a  fancy  derivative  that  turns 
illiquid  stock  into  cash.  Now  where 
would  you  find  something  like  that?  F 
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Uncreative  Destruction 

Why  is  the  nation  that  came  up  with  the  iPod, 
Prozac  and  La-Z-Boy  so  unimaginative  when  it  comes 
to  its  biggest  product  of  all — home  mortgages? 

By  Bernard  Condon 


HALFWAY  THROUGH  A  RATHER  PRE- 
dictable  speech  before  Congress  on 
housing  woes  in  September,  Federal 
Reserve  Chairman  Ben  S.  Bernanke 
suggested  something  radical  for  the  mortgage 
industry:  Why  not  show  a  little  creativity  in 
financing  home  purchases? 

He's  got  a  point.  It's  just  possible  that 
variations  on  the  standard  30-year  home 
mortgage  might  have  facilitated  homeowner- 
ship  without  precipitating  the  collapse  in 
subprime  lending  that  is  now  killing  borrow- 
ers and  lenders  alike. 

Recent  years  have,  to  be  sure,  seen  some 
novelties  in  mortgages — letting  buyers  pay 
interest  only,  for  example,  or  giving  them  low 
teaser  rates  to  start  out — but  the  new  terms 
served  more  to  foment  speculation  and  risk- 
taking  than  to  dampen  it.  What  if,  instead, 
buyers  had  been  given  ways  to  reduce  risk, 
just  as  they  can  easily  do  with  their  stock 
portfolios?  Then  they  would  have  sacrificed 


some  of  the  gains  in  a  bull  market,  but  they 
would  have  been  better  equipped  to  survive 
the  housing  bear  market. 

"The  U.S.  has  been  creative  in  mortgages 
but  only  in  a  very  narrow  way'  says  New  York 
University  professor  Andrew  Caplin.  "[We 
have]  lost  ambition  for  the  large  ideas." 

Here  are  five  ways  banks  could  reduce 
the  risk  of  foreclosures. 
Share  the  appreciation.  In  return  for  a  pay- 
ment from  an  investor,  the  homeowner 
agrees  to  share  the  profit  on  the  home  if  and 
when  he  sells  at  a  profit.  This  is  like  buying 
some  stock  and  then  reducing  your  risk  in 
it  by  selling  call  options  against  your  posi- 
tion. The  payment  could  go  into  an  escrow 
to  be  tapped  in  an  emergency. 

A  few  U.S.  banks  offered  shared- 
appreciation  mortgages  in  the  1970s,  but  the 
idea  soon  fizzled  as  house  prices  took  off  and 
homeowners  didn't  like  the  idea  of  sharing 
their  windfalls.  Also  not  helping:  The  IRS 


never  said  whether  the  payments  to  outside 
investors  would  be  viewed  as  tax-deductible 
interest  payments. 

Shared  appreciation  is  starting  to  gain 
traction — in  Australia.  Former  prime  min 
ister  John  Howard  pushed  through  enabling 
rules,  and  now  a  few  lenders  are  offering  the 
mortgages.  A  shared-appreciation  lender  in 
San  Francisco,  REX  &  Co.,  is  offering  home- 
owners about  1 5%  of  their  home's  value  in 
exchange  for  50%  of  the  appreciation  realized 
in  a  sale  after  five  years.  REX  says  it's  handed 
over  $10  million  to  homeowners  in  2007. 
Hedge  with  a  short  sale.  The  idea  is  that 
after  buying,  the  homeowner  would  short  a 
regional  index  of  home  prices  of  the  sort 
traded  on  the  Chicago  Mercantile  Exchange. 
If  the  bank  held  the  futures  position  in 
escrow,  it  could  reduce  its  risk  of  losing 
money  on  a  foreclosure;  presumably,  if  the 
homeowner  had  to  sell  in  a  downturn,  he'd 
make  enough  on  the  short  sale  to  cover  the 
decline  in  his  home's  value.  It  appears  that 
few  homeowners  are  undertaking  these 
futures  trades,  and  no  bank  that  we  know  of 
offers  any  inducement  to  buyers  to  reduce 
risk  in  this  fashion. 

Offer  puts.  The  homeowner  buys  insurance 
against  a  decline  in  regional  home  prices.  In 
effect,  he's  buying  a  put  option.  The  risk 
reduction  is  similar  to  that  for  the  futures 
short  sale.  A  nonprofit  called  Neighbor  Works 
America  has  sold  dozens  of  insurance 
policies  on  home-price  drops  in  Syracuse, 
N.Y.,  but  the  idea  hasn't  caught  on  elsewhere. 
Vary  duration,  not  monthly  payment.  The 
risk  with  an  adjustable-rate  mortgage  is  that 
the  monthly  payment  can  shoot  way  up 
when  it  resets.  Why  not  keep  payments  fixed 
but  translate  a  higher  interest  rate  into  a 
longer  term  for  the  mortgage?  Adjustable- 
length  mortgages  apparentiy  aren't  offered 
in  the  U.S. 

Make  HP-like  mortgages.  Treasury  inflation- 
protected  bonds  have  each  coupon  and  the 
principal  tied  to  the  Consumer  Price  Index. 
A  mortgage  version,  as  proposed  by  the  late 
Nobel  economist  Franco  Modigliani,  would 
have  monthly  payments  that  creep  up  slowly 
even  in  times  of  tumultuous  increases  in  the 
inflation  rate  (and  therefore  interest  rates). 
Modigliani  mortgages  never  caught  on,  and 
in  some  places  (New  York,  for  example),  they 
are  prohibited.  F 
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BASKETBALL  VALUES 


Phoenix  Rising 

Robert  Sarver  became  rich  sprucing  up  small, 
mundane  banks.  Now  he  is  doing  the  same  thing 
with  the  Suns  of  the  NBA  |  By  Kurt  Badenhausen 


FOR  A  BANKER,  ROBERT  SARVER'S 
having  too  much  fun  running  the 
Phoenix  Suns  basketball  team.  At 
various  times  the  team's  new  principal 
owner  could  be  found  courtside  at  games 
waving  a  huge  "Go  Suns"  purple  foam  finger, 
dunking  a  basketball  at  halftime  off  a  tram- 
poline,or  being  propelled  from  a  giant  sling- 
shot during  a  time-out,  all  to  the  delight  of 
fans.  Doing  a  somersault  off  a  bank  counter 
just  can't  compare. 

In  just  three  years  Sarver,  45,  turned  the 
Suns  from  a  loser  on  and  off  the  court  into 
the  most  exciting  team  in  the  NBA.  His 
game  plan:  spend  on  star  players 
and  a  renovated,  revenue- 
enhancing  arena,  and  market 
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like  time  is  running  out.  Last  season  the  team 
posted  a  record  of  61  wins  and  2 1  losses  and 
reached  the  second  round  of  the  playoffs. 
Fans  and  sponsors  love  the  team.  With 
attendance  at  755,000,  the  Suns  generated 
revenue  of  $145  million,  up  10%  from  the 
previous  season.  Operating  income  (in  the 
sense  of  earnings  before  interest,  taxes, 
depreciation  and  amortization)  was  $37  mil- 
lion last  year,  compared  with  $9.8  million 
for  the  average  NBA  team.  FORBES  estimates 
the  Suns  are  now  worth  $449  million, 
eighth-highest  in  the  league. 

Sarver,  along  with  partner  and  for- 
mer player  Steve  Kerr,  had  originally 


wanted  to  put  a  team  in  Las  Vegas.  NBA 
Commissioner  David  Stern  nixed  that,! 
instead  sending  him  to  Suns  owner  Jerry 
Colangelo.  Kerr  and  Sarver  met  with  Colan- 
gelo,  and  a  deal  was  in  place  four  weeks  later. 
In  June  2004  he  paid  $401  million  for  the 
Suns  and  the  operating  rights  to  America 
West  Arena  (the  price  eventually  rose  another 
$3  million  because  of  bonuses  based  on  team 
performance). 

Sarver  is  majority  owner  with  a  40% 
stake.  The  1 5-person  group  includes  Phoenix 
entrepreneur  Samuel  Garvin  and  diet  guru 
Jenny  Craig.  "I  like  competition.  If  you  like 
competition,  owning  a  professional  sports 
team  is  the  ultimate,"  says  Sarver. 

When  he  was  23  Sarver  raised  $4.5  mil- 
lion and  became  the  youngest  person  to  ever 
start  a  bank,  National  Bank  of  Tucson.  He 
sold  it  ten  years  later  for  $64  million  to  Zions 
Bancorporation.  He  next  led  a  group  that  ac- 
quired Grossmont  Bank  in  1995  for  $50  mil- 
lion and  unloaded  it  three  years  later  for  $210 
million.  He's  now  chief  executive  of  Las  Vegas' 
Western  Alliance  Bancorp. 

The  team  was  spiraling  downward  when 
Sarver  bought  it.  Bad  personnel  moves — like 
the  one  in  2001  that  shipped  out  point  guard 
Jason  Kidd  and  replaced  him  with  Stephon 
Marbury — turned  the  team  from  a  perennial 
title  contender  to  one  that  would  miss  the 
playoffs  two  of  the  next  three  seasons.  Dur- 
ing the  2003-04  season  the  Suns  won  only 
35%  of  their  games  and  season  ticket  sales, 
the  lifeblood  of  an  NBA  franchise,  bottomed 
out  at  6,000  in  the  19,000-seat  arena.  Rev- 
enue stalled  near  $110  million. 

Sarver  had  little  time  to  waste.  Player  free 
agency  began  seven  hours  after  the  Suns  sale 
closed.  "We  thought  we  had  a  good  team,  but 
we  needed  a  senior  leader  to  bring  it  all 
together,"  says  Sarver.  The  Suns  lured  point 
guard  Steve  Nash  away  from  the  Mavericks 
with  a  five-year,  $65  million  deal.  It  was  a 
gamble  because  Nash  was  an  oldster  of  30. 
But  with  Nash  at  the  controls,  the  Suns  in 
2004-05  led  the  league  in  scoring  for  the  first 
of  three  straight  years. 

Now  it  was  time  to  financially  get  a  pay- 
off from  the  on-court  success.  The  team  com- 
pleted a  $70  million  renovation  to  its  arena, 
to  add  luxury  seating,  two  club  restaurants 


For  more  data  and  commentary  on  each  NBA  team  visit  forbes.com/nba/. 
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It  doesn't  play  nice  with  the  other  cars  in  its  class. 


INTRODUCING  THE  ALL-NEW  2008  C-CLASS. 


Why  did  we  run  the  engine  at  redline  for  over 
30,000  miles?  Why  did  we  test  the  suspension 
at  130  mph?  Why  did  we  use  high- 
strength  steel  in  over  70%  of  the  body 
structure?  The  answer  is  simple:  we 
promised  you  a  Mercedes-Benz. 

This  automobile  wasn't  made  to  join 
its  class,  but  to  dominate  it.  That  explains  why  we 
pushed  its  engine  so  hard,  for  so  long,  before 
letting  it  onto  the  showroom  floor.  It's  why  we 


equipped  it  with  a  suspension  that  automatically 
adjusts  to  changing  road  conditions,  as  well  as 
massive  antilock  brakes  that  can  bring 
it  from  80  mph  to  a  dead  stop  in  just 
four  firm  seconds* 

And  it's  why  we  gave  the  C-Class 
aggressively  aerodynamic  lines,  AMG 
bodystyling  and  17"  staggered-width  alloy  wheels 
that  all  shout,  "Let's  play."**  Though,  don't  be 
surprised  if  the  other  guys  are  a  little  hesitant. 


THE  C-CLASS.  The  delights  of  dominance,  mile  after  mile.  Starting  at  $31,975} 
  Unlike  am  other.  


Mercedes  Benz 


MBUSA.com 


Skid  pad  test  results.  Actual  braking  distances  vary  depending  on  surface,  tire  conditions  and  brake  maintenance  system.  "Only  available  on  C-Class  Sport  Sedans.  tMSRP  for  a  2008  C300  Sport  Sedan  includes 
transp.  charge.  Excludes  all  options,  taxes,  title,  regis,  and  dealer  prep.  2008  C350  Sport  Sedan  shown  at  $39,335  includes  optional  Iridium  Silver  metallic  paint  and  Premium  2  Package.  Options,  model  availability 
and  actual  dealer  price  may  vary.  See  dealer  for  details.  For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  '<BUSA.com. 
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RANK  TEAM  iOWNER(S)  (YEAR  ACQUIRED) 

CURRENT 

1-YEAR 
CHANGE 

REVENUES 
(SMIL) 

INCOME2 
(SMIL) 

1 

New  York  KNICKS  |  Cablcvision  Systems  ('97) 

$608 

3% 

$196 

$-42.2 

560 

170 

31.8 

2 

LOS  Angeles  LAKERS  I  Jerry  Buss  (79).  Philip  Anschutz  ('98) 

_2 

3 

Chicago  BULLS  |  Jerry  Reinsdorf  ('85) 

500 

9 

161 

59.3 

4 

Detroit  PISTONS  |  William  Davidson  (74) 

477 

11 

154 

39.2 

5 

Houston  ROCKETS  |  Leslie  Alexander  ('93) 

462 

5 

149 

29.7 

6 

Dallas  MAVERICKS  |  Mark  Cuban  (  00) 

461 

_1 

140 

-1.6 

7 

Cleveland  CAVALIERS  |  Daniel  Gilbert  (  OS) 

455 

20 

152 

31.9 

8 

Phoenix  SUNS  |  Robert  Sarver  ('04) 

449 

10 

145 

37.3 

9 

Miami  HEAT  1  Micky  Arison  ('88) 

418 

2 

131 

17.9 

STTj 

San  Antonio  SPURS  |  Peter  Holt  ('96) 

405 

4 

131 

15.5 

Boston  CELTICS  |Wycliffe  Grousbeck  ('02) 

391 

6 

117 

18.3 

■  i 

12 

Sacramento  KINGS  j  Gavin  Maloof,  Joseph  Maloof  ('98) 

385 

2 

128 

20.5 

13 

Philadelphia  76ERS  Comcast-Spectacor  ('96) 

380 

1 

112 

-2.8 

14 

Toronto  RAPTORS  !  Ontario  Teachers'  Pension  Plan  ('98) 

373 

18 

124 

28.8 

15 

Washington  WIZARDS  |  Abe  Pollin  ('64) 

348 

4 

112 

11.6 

16 

Utah  JAZZ  |  Larry  Miller  ('86) 

342 

1 5 

114 

5.7 

17 

New  Jersey  NETS  |  Bruce  Ratner  ('04) 

338 

4 

102 

-1.3 

18 

Indiana  PACERS  Herbert  Simon.  Melvin  Simon  ('83) 

333 

_2 

107 

-1.3 

19 

Orlando  MAGIC  Richard  DeVos  ('91) 

322 

14 

92 

4.6 

20 

Denver  NUGGETS  |  E  Stanley  Kroenke  ('00) 

321 

4 

104 

-4.8 

21 

Golden  State  WARRIORS!  Christopher  Cohan  ('95) 

309 

16 

103 

1.3 

22 

Minnesota  TIMBERWOLVES  j  Glen  Taylor  ('95) 

308 

o 

103 

-1.9 

23 

Memphis  GRIZZLIES  |  Michael  Heisley  (  00) 

304 

_3 

98 

-10.9 

24 

LOS  Angeles  CLIPPERS  \  Donald  Sterling  ('81) 

294 

3 

98 

9.8 

25 

Charlotte  BOBCATS  j  Robert  Johnson  ('03) 

287 

4 

93 

5.3 

26 

Atlanta  HAWKS  |  Atlanta  Spirit  ('04) 

286 

4 

95 

9.7 

27 

New  Orleans  HORNETS  I  George  Shinn  ('87) 

272 

10 

91 

10.2 

28 

Seattle  SUPERSONICS  I  Clay  Bennett  (  06) 

269 

0 

81 

-5.7 

29 

Milwaukee  BUCKS  j  Herbert  Kohl  ('85) 

264 

1 

88 

1.7 

30 

Portland  TRAIL  BLAZERS !  Paul  Allen  ('88) 

253 

10 

82 

-25.1 

League  average 

372 

6 

119 

9.8 

Revenues  and  operating  income  are  for  2006-07  season.  'Value  of  team  based  on  current  arena  deal  (unless  new 
arena  is  pending)  without  deduction  for  debt  (other  than  arena  debt).  'Earnings  before  interest,  taxes, 
depreciation  and  amortization.  Statistics:  Kurt  Badenhausen,  Christina  Settimi,  Michael  K.  Ozanian. 


for  high  rollers  and  a  6,000-square-foot  chil- 
dren's area  called  the  Jungle.  The  team  went 
from  125  floor-area  seats  to  504  priced  as  high 
as  $  1 ,500  per  game.  The  new  pricing  and  pre- 
mium seating  added  $10  million  to  revenues. 

Overall  revenues  have  jumped  30%  since 
Sarver  took  over.  Season  ticket  sales  were 
capped  at  15,000  this  year,  and  the  team  will 
have  120  straight  sellouts  by  seasons  end. 
"The  Suns  are  one  of  the  best  brands  in  the 


league,  right  up  there  with  the  Lakers,"  says 
Salvatore  Galatioto,  president  of  the  sports 
banking  firm  Galatioto  Sports  Partners. 

The  Suns  also  have  benefited  from  the 
growth  of  Phoenix.  Population  is  up  39%  and 
the  median  income  56%  over  the  past  ten 
years.  The  Suns,  founded  in  1968,  had  the 
Phoenix  pro  sports  market  to  themselves  for 
20  years.  Since  then  teams  in  football,  base- 
ball and  hockey  have  arrived. 


Part  of  the  Suns'  finan- 
cial success  stems  from 
investments  on  the  busi- 
ness side  by  the  new  own- 
ers. The  team  invested 
heavily  in  software  to 
target  new  ticket  buyers.  It 
hired  eight  people  to  work 
with  sponsors,  bringing 
revenues  from  this  source 
up  30%  since  2004.  A  new 
group  was  formed  that 
works  solely  to  retain  cur- 
rent season  ticket  holders. 

Despite  these  invest- 
ments and  a  payroll  that 
went  from  $45  million  in 
2004  to  $71  million  this 
year,  Sarver  is  perceived  as 
a  parsimonious  banker  in 
the  Suns'  blogosphere  and 
among  diehard  fans.  They 
point  to  his  selling  draft 
picks  for  $3  million  a  pop 
to  the  Portland  Trail  Blaz- 
ers the  past  two  years  (no 
one  ever  accused  Portland 
owner  Paul  Allen  of  being 
cheap).  Next  was  a  trade  of 
forward  Kurt  Thomas  and 
his  $8  million  salary  to 
Seattle — widely  seen  as  a 
salary  dump  that  hurt  the 
Suns'  roster.  Sarver  defends 
himself:  "We're  knocking 
at  the  door  of  winning  a 
title,  and  a  draft  pick  is  not 
going  to  help  us  win  a  title." 

Sarver  says  the  money 
from  draft  picks  will  go  to- 
ward $151  million  in  con- 
tract extensions  for  players 
recently  signed,  like 
Leonardo  Barbosa  and 
Amare  Stoudemire. 
Some  of  Sarver's  actions  can  be  traced  to 
the  NBA  luxury  tax.  Teams  whose  payrolls 
exceed  $68  million  this  year  are  on  the  hook 
for  a  tax  rate  of  100%  for  the  amount  they 
surpass  the  threshold.  Those  teams  also 
relinquish  the  right  to  funds  distributed  to 
non-taxpaying  teams.  The  Thomas  deal 
saved  the  Suns  $16  million  in  salary  and 
reduced  taxes.  The  strategy:  pay  for  perform- 
ance, but  don't  pay  too  much.  F 
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FINANCIAL  ASSESSMENT:  PRIMROSE  SCHOOL  FRANCHISING  COMPANY 


NOT  ALL  GROWTH 
CAN  BE  MEASURED  IN 
DOLLARS  AND  CENTS. 


NET  INCOME  REVENUE  DISCOVERY 


Innovative  childcare  requires  an  equally  innovative  approach  to  business. 

So  when  Primrose  Schools  wanted  to  expand  their  revolutionary  franchise 
of  preschools,  they  came  to  CIT  Small  Business  Lending.  We  became  their 
strategic  partner  and  offered  creative  financial  solutions  and  advice 
that  matched  their  vision  and  evolving  needs.  Our  industry  relationships  and 
expertise  were  instrumental  in  the  successful  sale  of  Primrose  last  year.  Thanks 
to  CIT,  Primrose  now  offers  its  progressive  teaching  methodology  at  over  150 
preschools  across  America.  CIT  Small  Business  Lending  has  become  the 
#1  SBA  lender  in  the  U.S.  by  spotting  potential  and  forging  partnerships  just 
like  this  one.  To  find  out  more,  visit  cit.com.  capital  redefined 


CiT 


CORPORATE  FINANCE  TRADE  FINANCE  TRANSPORTATION  FINANCE  VENDOR  FINANCE  CONSUMER  FINANCE 

s-2007  CIT  Group  Inc..  the  CIT  logo,  and  "Capital  Redefined"  are  service  marks  or  registered  service  marks  of  CIT  Group  Inc. 


Backseat  Driver  Jerry  Flint 


MISTAKES 
PEOPLE  MAKE 


THERE  HAVE  BEEN  TIMES  OVER  THE  PAST  SEVERAL 
decades  when  it  seemed  that  General  Motors  had  a 
monopoly  on  dumb  moves.  Not  just  now.  I  say  that 
not  just  because  its  North  American  market  share 
seems  to  have  touched  bottom  at  23.5%  in  the  first 
half  of  the  year,  moving  up  since.  The  main  reason  GM  looks 
comparatively  intelligent  these  days  is  not  merely  that  its  cars  and 
trucks  are  greatly  improved,  but  that  its  competitors  are  making 
some  very  unintelligent  decisions.  Three  that  come  to  mind 
involve  Ford,  some  Japanese  firms  and  Chrysler. 

Ford  Motor  has  made  clear  that  it  will  create  a  look  or  design 
theme  for  all  its  cars  around  the  world.  So  when  a  fellow  from 
Manchuria  sees  an  American  Ford  or  a  German  Ford,  he  can  say, 
even  in  Manchurian,  "That's  a  Ford."  If  an  American  traveling  in 
Manchuria  sees  a  Chinese  Ford,  he  can  say,  "That's  a  Ford." 

This  is  not  a  simple  exercise,  like  putting  the  same  label  on 
soda  cans.  We're  talking  about  battles  among  designers,  the 
retooling  of  factories  and  the  spending  of  hundreds  of  millions, 
maybe  billions,  of  dollars  over  time  to  do  it. 

And  why?  Is  that  Manchurian  going  to  be  more  likely  to 
buy  a  Ford  if  he  sees  a  German  Ford  with  a  similar  grille?  Is 
even  one  American  more  likely  to  buy  a  Ford  if,  when  touring 
in  China,  he  sees  the  same  grille?  We  used  to  believe  that  it  was 
better  that  foreigners,  like  the  Germans,  didn't  know  that  one  of 
their  auto  companies  was  owned  by  outsiders,  meaning  us 
Americans. 

Some  luxury  cars  do  have  a  universal  look,  for  example  the 
Mercedes  and  the  BMW.  But  those  are  German  cars,  not  global 
cars  meant  to  fit  every  national  taste.  The  German  attitude  is: 
"This  is  German.  If  you  like  it,  fine;  if  you  don't,  you  are  too 
dumb  to  know  better."  That's  not  the  American  approach. 

Now  every  Ford  carries  the  name  "Ford,"  so  the  fellow  from 
Manchuria  will  know  an  American  Ford  when  he 
sees  the  name.  But  there's  no  reason  to  think  the 
design  that  pleases  him  will  please  me.  In  fact,  more 


often  than  not,  Ford's  European  designs  don't  please  Ameri- 
cans. I  can  go  through  a  half-century  of  Ford  flops,  such  as 
the  Contour  and  Mystique,  which  were  European-designed 
Fords  built  in  America,  and  the  Merkur  and  Scorpio,  Euro- 
pean Fords  imported  here.  Even  the  Focus,  the  smallest  Ford 
built  here,  came  from  a  European  design  and  is  disappointing. 

It  would  be  wiser  to  spend  the  time  and  money  creating 
designs  that  fit  each  market.  Yes,  this  costs  more  in  design,  tool- 
ing and  parts.  But  how  much  is  saved  by  losing  customers  who 
don't  like  the  global  look? 

Also  a  good  nominee  for  a  Bad  Idea  Award:  building  a  new 
car  plant  with  new  workers  and  having  them  build  a  completely 
new  design.  That's  asking  for  trouble.  Still,  that  is  what  Nissan 
did  in  Mississippi  and  Toyota  did  in  Texas.  Sure  enough,  they 
have  had  trouble:  Even  Consumer  Reports  panned  some  of  the 
new  Toyota  trucks  from  Texas.  Wouldn't  it  be  better  to  build  a 
brand-new  vehicle  in  an  older  plant,  with  experienced  work- 
ers, and  build  a  car  you  know  how  to  build  in  a  new  plant?  The 
cost  to  the  Toyota  and  Nissan  reputations  has  been  terrible. 

Lastly,  my  list  of  bad  moves 
includes  a  plan  by  Chrysler 
Corp.  to  combine  its  Chrysler, 
Dodge  and  Jeep  nameplates 
under  one  showroom.  If  you 
have  a  Chrysler  dealer  that  sells 
1,000  cars  a  year  and  a  Dodge 
dealer  that  sells  1 ,000  cars  a  year 
and  a  Jeep  dealer  that  sells  500, 
and  you  put  them  all  under  one 
roof,  you  don't  get  2,500  sales. 
You  get  maybe  1,800. 

Why?  There  usually  are 
physical  limits  on  how  many  cars  may  be  sold  and  serviced  in 
one  location,  for  one  thing. 

Second,  put  them  together  and  you  have  25  different 
vehicles.  Go  find  a  sales  person  who  can  really  know  so  many. 
Worse,  some  of  these  vehicles  are  mechanically  similar — the 
Jeep  Liberty  and  Dodge  Nitro,  both  sport  utilities;  the  Chrysler 
Sebring  and  Dodge  Avenger,  both  sedans. 

You'll  note  that  Chrysler  has  started  cutting  vehicles,  includ- 
ing some  good  ones  like  the  Dodge  Magnum,  a  sleek,  low-slung 
station  wagon.  They  have  their  problems,  but  I  would  say  inept 
marketing  was  the  real  issue.  If  Chrysler  kills  too  many  products, 
it  won't  have  much  to  sell. 

Lest  I  be  accused  of  being  a  sourpuss,  here's  my  good-news 
prediction: 

Next  year  will  be  better  for  the  industry  than  this  year,  maybe 
10%  above  2007  s  expected  16.1  million  vehicle  sales.  Despite  the 
troubled  housing  market,  credit  problems  and  gasoline  prices,  low 
unemployment  and  fairly  low  interest  rates  will  keep  buyers  com- 
ing out.  And  General  Motors  will  continue  its  turnaround.  F 


Global  look- 
alike  cars. 
ChryslerJeep- 
Dodge 

megadealers. 
What  are  they 
thinking? 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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he  world  was  meant  to  be  flat. 


■om  the  moment  you  board  your  international  flight,  you're  sure  to  be  impressed  by 
ie  innovative  design  of  our  new  Executive  First®  Suites.  From  the  touch-screen  TVs 
rith  video  on  demand  to  the  ambient  mood  lighting,  you'll  experience  exceptional 
Dimfort  within  your  own  personal  space.  Plus  every  Executive  First  Suite  has  aisle 
ccess  and  convenient  in-seat  power  for  laptops  and  other  electronic  devices. 

/hat's  more,  enjoy  easy  connections  through  Toronto,  Vancouver  or  Montreal  to 
3  destinations  in  Europe,  Asia,  Australia  and  Latin  America  without  having  to 
iange  terminals.  No  wonder  the  2007  World  Airline  Awards  voted  Air  Canada  North 
merica's  best  airline. 


/hether  you  choose  to  be  upright  or  completely  flat,  you  wer 
xecutive  First  Suites. 

isit  the  Executive  First  Suite  at  aircanada.com/experience 


:  to  fly  in  our 


Toronto  -  Hong  Kong 
Toronto  -  Beijing 
Toronto  -  Shanghai 
Vancouver  -  Sydney 


Nov 


*On  selected  aircraft  to  Heathrow  arid  Frankfurt. 
More  to  follow  in  2008. 


STAR  ALLIANCE 

^Executive  First  is  a  registered  trademark  of  Air  Canada. 


AIR  CANADA  @ 

The  freedom  to  fly  your  own  way 


Technology  

GADGETS   ,  

Big  Audio  Dynamite 

Digital  music  for  the  well-heeled  audiophile. 

By  Daniel  Lyons 


THE  REQUEST  S4.2500  IS  THE  MERCEDES  S600  OF  DIGITAL 
music  players:  big,  powerful,  built  like  a  tank.  And 
expensive.  This  music  server  runs  SI 8,500,  making  it 
just  right  if  you're  the  kind  of  music  lover  who  spends 
$100,000  on  a  home  theater  system. 
In  that  environment  the  S4.2500  fits  right  in,  delivering 
sound  quality  that's  as  good  as  the  best  stand-alone  CD  players, 
along  with  a  towering  1.5  terabytes  of  storage  capacity,  enough 
to  stash  2,500  CDs  in  the  highest-fidelity  digital  format  avail- 
able (which  is  not  MP3  but  uncompressed  WAV).  Just  to  let  you 
know  this  is  serious  audio  gear,  the  S4.2500  comes  in  a  solid 
aluminum  chassis  and  weighs  60  pounds. 


For  a  few  hundred  bucks  you  can  get  a  device  that  pulls  tunes 
from  your  personal  computer  and  pumps  them  into  your  stereo. 
Problem  is  that  if  you  hook  that  device  up  to  a  really  high-end 
stereo  the  sound  won't  be  so  great.  Also,  you're  often  dealing  with 
a  complicated,  frustrating  installation  process.  And  these  systems 
are  only  as  reliable  as  your  personal  computer  and  your  Wi-Fi 
router.  (In  other  words,  not  very.) 

ReQuest,  a  company  founded  in  1998  in  Ballston  Spa,  N.Y. 
by  engineers  from  Rensselaer  Polytechnic  Institute,  aims  to  reach 
serious  audiophiles  who  want  something  that  sounds  great  and 
doesn't  break  down  or  flake  out.  These  customers  don't  mind 
paying  an  expert  to  install  the  server.  They  usually  buy  the  music 


Like  a  rock: 
The  ReQuest 
S4.2500 
holds  2,500 
uncompressed 
CDs.  If  you're 
listening  to  a 
51 00,000  stereo, 
here's  your 
holiday  present. 
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MOVE  YOUR  OLD  401(k) 


Roll  over  to  a 
Fidelity  IRA. 

Get  up  to  a  year 
of  free  trades. 

Talk  about  a  win-win. 

Act  before  December  31.  Now's  the  time  to  roll  over  your  401  (k)  or  IRA  to  Fidelity. 
It's  easy.  In  fact,  our  rollover  specialists  will  do  most  of  the  paperwork  for  you.  And  if 
you  do  it  before  December  31,  you  can  get  up  to  a  year  of  commission-free  trades. 
How's  that  for  an  incentive? 

Call  1.800.FIDELITY  or  visit 
F  i  d  e  I  i  ty.  co  m/f  re  et  ra  d  esoff  e  r 

Smart  move! 

Offer  valid  for  Rollover  IRA,  Traditional  IRA,  Inherited  IRA,  Roth  IRA,  and  SEP-IRA  accounts  only.  Commission-free  trades  must  be  designated 
to  the  one  account  receiving  the  qualifying  assets.  The  commission-free  trades  are  limited  to  only  online  domestic  equity  trades,  with  a  limit 
of  1,000  shares  or  less  per  trade,  and  do  not  include  extended  hours  orders,  directed  orders,  futures,  or  options.  Accounts  receiving  $25,000 
up  to  $100,000  will  receive  commission-free  trading  for  six  months;  number  of  trades  not  to  exceed  60.  Accounts  receiving  $100,000  or  more 
will  receive  commission-free  trading  for  one  year;  number  of  trades  not  to  exceed  100.  Assets  will  be  valued  at  the  time  Fidelity  receives 
them.  Eligible  accounts  registered  for  this  offer  have  90  days  to  fund  this  account.  New  accounts  must  be  opened  within  30  days  of  registering 
for  the  offer.  This  commission-free  trade  offer  is  limited  to  one  offer  per  household.  However,  this  offer  can  be  combined  with  other  offers. 
Employees  of  Fidelity,  its  affiliates,  and  members  of  their  immediate  families  and  households  are  not  eligible  for  this  offer.  Fidelity  reserves 
the  right  to  terminate  this  offer  at  any  time.  Other  terms  and  conditions  may  apply.  Non-US  residents  and  persons  working  for  another  NYSE 
member,  financial  institution,  news  or  financial  information  media,  or  other  broker/dealers  in  securities,  commodities,  or  money  instruments, 
as  defined  by  NYSE  Rule  350,  are  ineligible. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  476193 
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Diano  Sonata  No.  V.U.Ktia 

\  Schumarw.  P'\ar\o  Sonala 


A  Nokia  tablet  can  control  the  ReQuest. 

server  as  part  of  a  package  that  includes  having  someone  rip  their 
CD  collections  for  them.  For  customers  on  a  tighter  budget, 
ReQuest  sells  music  servers  that  cost  as  little  as  $1,500  and  still 
offer  better  sound  and  more  reliable  performance  than  PC  solu- 
tions. I've  been  using  ReQuest's  bottom-end  N  Series  server 
($1,500)  in  my  office  and  loving  it. 

But  the  S4.2500  is  at  the  top  of  ReQuest's  line.  Its  basically  a 
rock-solid  Linux  computer  coupled  to  a  Lynx  Studio  Technology 
sound  card  of  the  sort  used  by  professional  recording  studios. 
Nice  touches  include  24-karat  gold  connectors  and  aircraft-grade 
fasteners.  The  S4.2500  uses  secret-sauce  software  tricks  like  word 


Tired  of  crappy-sounding 
digital?  ReQuest's  servers  are 
light  years  away  from  the 
MP3s  you're  listening  to. 


clocks  and  jitter  reduction  to  reproduce  music  more  accurately, 
so  you  hear  details  that  get  masked  or  blurred  in  lesser  systems. 
(A  word  clock  synchs  audio  devices.  Jitter  is  an  undesirable  vari- 
ation in  digital  signal.) 

I  auditioned  the  S4.2500  hooked  into  a  $190,000  stereo  in  the 
listening  room  at  Goodwins  High  End  in  Waltham,  Mass.,  one  of 
the  nation's  foremost  retailers  of  high-end  audio  gear  and  an 
installer  of  ReQuest  systems.  The  S4.2500  was  perfectly  at  ease 
next  to  some  of  the  finest  amplifiers  and  speakers  in  the  world. 

Operation  is  simple.  You  use  a  remote,  just  as  with  a  CD 
player.  You  can  also  view  menus  and  create  playlists  on  your  TV 
set  or  on  touch-screens  made  by  ReQuest.  ReQuest  takes  a  func- 
tional approach  to  user  interface:  big  buttons,  not  too  many 
choices.  It's  not  as  pretty  as  what  you'd  get  from,  say,  Apple.  But 
it's  easy  to  learn,  and  it  works. 

In  addition  to  categories  like  Album,  Artist  and  Song,  an 


More  than  250  years  of  uninterrupted  history... 


MALTE  DUAL  TIME 

Selfwinding  mechanical  movement.  Second  timezone  indicator.  Day-night  indicato 

Date  calendar  and  power-reserve  indicator.  Cube-patterned  engine-turned  dial. 
White  or  pink  gold  case. 
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DEDICATED  TO  PERFECTION 


update  to  the  ReQuest  interface  due  out  in  January  will  add  fields 
to  let  classical  music  aficionados  search  by  composer,  conductor, 
performer  and  orchestra. 

The  S4.2500  can  deliver  four  different  streams  simultane- 
ously, so  Dad  can  hear  Coltrane  on  the  main  stereo  in  his  listen- 
ing room  while  the  kids  rock  out  in  the  playroom  and  Mom  lis- 
tens to  Mozart  on  the  outdoor  system  by  the  pool.  Also,  you  can 
put  a  second  ReQuest  server  in  your  vacation  house  and  ReQuest 
will  synchronize  them  over  the  Internet.  The  same  synchroniza- 
tion program,  called  NetSync,  lets  a  ReQuest  server  share  music 
with  iPods  and  computers  running  iTunes. 

NetSync  also  enables  you  to  tap  into  your  ReQuest  server 
via  the  Internet.  Sitting  in  your  office,  or  in  a  hotel  in  Tokyo, 
you  can  open  up  a  Web  browser  and  listen  to  the  music  sit- 
ting on  your  ReQuest  server  back  home.  ReQuest  also  keeps  an 
eye  on  your  system  via  the  Internet  and  warns  the  dealer  if  a 
component  is  about  to  fail. 

Earlier  this  year  ReQuest  intro- 
duced its  iQ  system  (price:  $8,000  to 
$13,000)  aimed  not  at  audiophiles  but 
at  people  who  just  want  to  put  back- 
ground music  in  rooms  around  their 
house.  The  iQ  "whole-house"  system 
can  deliver  eight  audio  streams  at  the 
same  time — six  streams  from  the 


ReQuest  server  plus  two  more  streams  from  other  sources,  like 
AM/FM  tuners  or  XM  tuners.  The  server  itself  holds  up  to  800 
uncompressed  CDs. 

ReQuest  sells  three  choices  of  touch-screen  controllers  for  the 
iQ  system:  a  15-inch  screen  that  looks  like  a  computer  monitor;  a 
3.5-inch  wall-mounted  screen;  and  a  portable  wireless  controller 
that's  a  converted  Nokia  N800  Web  tablet.  These  also  serve  up 
weather,  stocks  and  traffic  feeds. 

Alan  Goodwin,  founder  of  Goodwin's  High  End,  recom- 
mends ReQuest  for  its  ease  of  use,  reliability  and  sound  quality. 
He  says  the  ReQuest  products,  especially  the  S4.2500,  are  way 
better  than  low-end  music  servers  and  light  years  away  from 
compressed  MP3  files  played  on  iPods  and  iTunes.  Maybe  the 
coolest  thing  about  the  S4.2500  is  that  the  device  is  already  set  up 
to  accommodate  the  next  big  thing  in  audio — high-resolution 
digital  downloads  with  better-than-CD  sound  quality.  "You'll  be 
able  to  hear  music  in  the  same  format  as  the  original  master 
recordings.  It's  the  most  phenomenal  thing  to  happen  in  the  past 
20  years,"  Goodwin  says. 

Tired  of  crappy-sounding  digital?  Sick  of  dealing  with  flaky 
gizmos  and  PC  solutions?  Try  ReQuest.  Some  pleasures  are  worth 
what  they  cost.  F 
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Daniel  Lyons  (dlyons@forbes.com)  writes  the 
Secret  Diary  of  Steve  Jobs  at  fakesteve.blogspot.com. 
His  novel,  Options,  came  out  in  October. 
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More 

power  to 
solar. 

As  one  of  the  world's  largest  providers  of  solar 
energy,  BP  is  working  hard  to  make  solar  a 
more  competitive  and  innovative  energy  source. 
We're  investing  $70  million  to  expand  our  solar 
manufacturing  capacity  at  our  facility  in  Maryland. 
We're  also  teaming  with  the  California  Institute 
of  Technology  to  create  a  new  generation  of 
solar  cells  that  will  generate  more  power 
than  conventional  cells. 
It's  a  start. 

bp 

0 

beyond  petroleum 
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»  Innovation 


EVERY  WEEKDAY  MORNING  C. 
Jeffrey  Brinker  gets  up  at  half  past 
five  and  makes  cappuccinos  for 
himself  and  his  wife.  The  win- 
dows of  the  mountainside  home 
they  designed  afford  80-mile  views  of 
Albuquerque  and  the  pink-orange  desert 
beyond.  Equally  expansive  is  the  amount  of 
thought  that  goes  into  each  cappuccino. 
Brinker,  57,  is  one  of  the  worlds  leading 
materials  scientists  at  the  nanometer  scale, 
a  nanometer  being  about  the  width  of  the 
human  DNA  helix.  A  cup  of  coffee,  for  him, 
is  an  engineering  experiment.  At  least  with 
coffee,  you  can  see  what's  going  on.  In 
nanotechnology,  you  can't. 

Brinker  explains  as  he  brews  that  if 
the  espresso  beans  are  ground  too 
coarsely,  they'll  make  flavorless  espresso. 
Too  fine,  the  coffee  will  taste  burnt.  To 
make  the  milk  froth,  Brinker  rests  the 
head  of  the  steam  nozzle  at 
the  surface  of  the  milk  for  a 
few  seconds,  explaining  that 
he's  squeezing  air  into  small 
bubbles  in  a  type  of  Venturi 
effect.  Smaller  bubbles  make 
for  a  stable,  uniform  layer  of 
foam.  "That's  why  I  hate 
Starbucks.  Those  guys  hit  a 
button  and  all  this  stuff  just 
happens.  They  don't  even 
understand  what  goes  into 
it,"  he  says. 

Brinker,  a  professor  of 
chemical  engineering  at  the 
University  of  New  Mexico,  is 
turning  out  some  of  the  most 
intricate  nanomaterials  the 
field  has  seen.  Many  of  these 
materials  build  themselves. 
One  is  a  protective  sheath 
that  keeps  cells  alive  for 
months  outside  a  host  body, 
nourished  by  a  layer  of  fat. 
Another  has  perfectly  arrayed 


pores  3  nanometers  across,  a  mesh  so  fine 
it  is  used  to  filter  individual  amino  acids 
in  the  DNA  sequencing  process.  The 
Department  of  Energy  has  provided 
Brinker's  lab,  run  as  a  partnership 
between  UNM  and  Sandia  National  Labo- 
ratories, with  $2  million  to  develop  nano- 
structures  that  can  purify  water  and  others 
that  can  extract  greenhouse  gases  like 
carbon  dioxide  from  flue  gases  released  by 
coal-fired  power  plants.  The  Air  Force  has 
tossed  him  another  million  to  develop 
coatings  that  will  keep  metal  from  corrod- 
ing. The  National  Institutes  of  Health  has 
thrown  in  $400,000  to  adapt  Brinker's 
nanostructures  for  drug  delivery  and  ther- 
apy. General  Motors  is  paying  Brinker's 
lab  to  develop  films  for  use  in  automotive 
fuel  cells. 

"He  is  a  visionary  in  his  scientific 
work,"  says  Bernd  Smarsly,  a  former 


A  Love-Hate  Relationship 


Jeff  Brinker  makes 
microscopic  structures 
that  play  off  the  tendency 
of  molecules  to  repel  or 
attract  water.  A  coating 
inspired  by  the  Namib 
Desert  beetle  is  so 
hydrophobic  that  water 
bounces  off  it  like  a  ball 
(inset);  a  coated 
penny  (below)  repels 
water  around  it;  a 
hydrophilic  film 
coating  can  turn 
water  into  words. 


Brinker  student,  now  a  professor  of  physi- 
cal chemistry  at  the  University  of  Giessen 
in  Germany.  "This  ability  brings  him  to 
ideas  that  are  unreachable  by  'normal' 
scientists."  Says  Eric  Carnes,  one  of 
Brinker's  grad  students  at  UNM:  "In  most 
cases  your  brain  needs  several  minutes 
just  to  catch  up  with  the  basics  of  what  Jeff 
has  just  suggested." 

Yet  Brinker  remains  accessible,  and  a  lit- 
tle more  colorful  than  most  scientists.  At  an 
October  lecture  to  an  audience  of  high 
school  students  and  doctoral  candidates, 
Brinker  compared  the  formation  of  aerogel, 
an  ultraiow-density  solid,  to  a  crowd  of 
drunken  French  sailors  looking  for  a 
Marseilles  brothel.  He  takes  weekly  15-mile 
bike  rides  with  his  grad  students  and  has 
torn  both  of  his  anterior  cruciate  ligaments 
slide-tackling  undergrads  in  soccer  games. 
He  races  around  Albuquerque  in  a  six-speed 
supercharged  Mini  Cooper. 

Brinker's  fame  in  the 
scientific  community  was 
cemented  in  the  early 
1990s  when  he  literally 
wrote  the  book  on  sol- 
gels,  an  arcane  substance 
that  can  be  used  to  form 
some  of  the  lightest  mate- 
rials known  to  man.  Sol- 
gels  are  colloids,  or  liquids 
with  uniformly  dispersed 
solid  particles  (like  milk) 
that  are  converted  to  gel 
form.  They're  used  to 
thicken  tires,  to  prevent 
caking  in  Whole  Foods 
curry  powder  and  to  insu- 
late the  Mars  Rovers  from 
dramatic  temperature 
swings.  Since  1984  he  has 
amassed  28  patents, 
published  40  heavily 
referenced  papers  (50 
citations  or  more)  and  won 
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Everyone  talks  about  the 
world's  ecology  problems. 
Few  talk  solutions. 
We  do. 


awards,  including  the  E.O.  Lawrence 
prize,  the  Department  of  Energy's 
highest  honor. 

Brinker  grew  up  in  the  blue- 
collar  town  of  Easton,  Pa.  Neither 
his  father,  a  traveling  salesman  of 
dental  equipment,  nor  his  mother, 
who  was  a  secretary,  went  to  col- 
lege. They  bought  Brinker  a  chem- 
istry set  when  he  was  10.  He  used  it 
to  create  a  gloppy  green  polymer, 
which  he  promptly  spilled  all  over 
a  rug.  "My  mom  was  so  horrified 
that  she  refused  to  help  me  clean  it 
up,"  Brinker  says.  "But  that's  the 
kind  of  thing  that  gets  kids  inter- 
ested in  science.  I  can't  believe 
they're  making  chemistry  sets 
without  chemicals  these  days." 

In  1979,  with  a  Ph.D.  from  Rut- 
gers University  in  ceramic  science 
and  engineering,  Brinker  loaded  up 
his  hot  rod  BMW  coupe  and  headed 
west  to  a  staff  appointment  at  San- 
dia  National  Labs,  the  engineering 
arm  of  Los  Alamos.  His  first  task:  create  an 
extremely  viscous  sol-gel  glass.  All  the 
other  scientists  who  had  attempted  this, 
including  the  glass  experts  at  Corning,  found 
that  their  concoctions  were  gelling  too 
early,  resulting  in  a  useless  product. 

Brinker  was  issued  a  bare  metal  desk 
and  a  sheaf  of  paper.  He  spent  six  months 
calculating  the  chemical  formula  and 
equations  needed  to  produce  the  polymer. 
He  reasoned  that  by  adding  the  least 
reactive  ingredients  of  his  potion  first  and 
by  using  broken-down  water  molecules 
instead  of  intact  H20,  he  could  prevent 
the  premature  gelling  that  had  plagued  his 
peers.  Sandia  flew  him  to  Battelle  labs 
in  Columbus,  Ohio,  where  he  proved  in 
front  of  the  then  reigning  world  sol-gel 
expert  that  his  paper  creation  worked  in 
real  life. 

Today  much  of  Brinker's  work  is 


Life  on  the  Roach 


Brinker  started  working  with  the  military  several 
years  ago  to  create  a  team  of  insect 
reconnaissance  agents.  The  idea:  graft 
living  cells  onto  the  backs  of  roaches  to 
sniff  out  toxins  and  explosives.  The 
military's  cells  died  after  two  days. 
Brinker  has  kept  them  alive  for  as  long 
as  six  months  by  wrapping  them  in  a 
sol-gel-coated  nanostructure. 


focused  on  manipulating  the  water-lov- 
ing (hydrophilic)  and  water-hating 
(hydrophobic)  parts  of  fats,  hydrocarbons 
and  detergents.  These  molecules,  when 
mixed  with  water,  organize  themselves 
into  neat  arrays  of  cylinders  and 
pinwheels.  Add  silica  to  the  watery  mix, 
like  you  would  to  make  plaster,  and  when 
you  evaporate  the  water  from  the  slide 
you're  left  with  fossilized  silica,  shaped  in 
a  perfectly  symmetrical  nanostructure. 

The  same  love-hate  relationships  are 
at  play  in  a  good  head  of  foam  on  a 
cappuccino.  "The  ancient  Greeks  believed 
that  the  entire  world  could  be  described  in 
terms  of  relationships  of  love  and  hate," 
Brinker  says.  "That's  sort  of  how  I  see 
science.  I  encode  these  two  simple  forces 
into  the  molecules  I  use." 

One  of  Brinker's  recent  projects  was 
inspired  by  the  Namib  Desert  beetle, 


which  survives  by  collecting  the 
dew  drops  that  roll  down  the  chan- 
nels on  its  extremely  hydrophobic 
back.  Brinker  one-upped  the  bug 
by  designing  a  coating  for  the 
Air  Force  so  hydrophobic 
that  water  bounces  off  sur- 
faces like  a  tennis  ball. 

Even  before  Sept.  1 1  set 
off  a  rush  of  antiterror  tech- 
nology research,  Sandia  and  the 
Defense  Advanced  Research  Proj- 
ects Agency  (Darpa)  had  the  zany 
idea  of  using  honeybees  to  stand  in 
for  humans  when  collecting  traces 
of  bioweapons  and  explosives. 
Brinker  stepped  in  and  had  the  idea 
of  extracting  living  cells  from  genet- 
ically modified  organisms  and  graft- 
ing them  onto  the  backs  of  cock- 
roaches controlled  by  pheromones. 
The  cells  would  be  reengineered 
to  fluoresce  in  the  presence  of 
bioweapons  and  bombs. 

The  cockroach  part  was  doable, 
but  keeping  cells  alive  outside  of  a  host 
was  something  no  one  had  succeeded  at 
for  too  long.  Darpa  was  only  able  to  keep 
cells  alive  for  two  days.  It  cut  the  funding 
on  its  insect  army  in  2002. 

But  Brinker  kept  on  pursuing  the 
idea  of  preserving  living  cells  outside 
their  host,  and  the  Air  Force  threw  in 
$500,000  for  research.  This  year  he 
showed  how,  by  injecting  the  cells  into 
a  matrix  made  from  silica  nanotubes 
wrapped  in  a  sol-gel,  he  was  able  to  keep 
a  cell  alive  for  six  months.  The  structure 
is  so  sturdy  that  Brinker  and  his  students 
left  mammalian  cells  in  broiling  car 
trunks  without  any  damage.  These  same 
silica  nanostructures  with  other  cell 
recipes  inside  them  could  be  used  to 
detect  cancer.  Someday  that  engineering 
feat  may  turn  into  a  commercial 
reality.  F 
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S  THE  PRICE  OF  A  BARREL  OF 
oil  has  scarify  flirted  with 
$100,  investors  have  been 
pouring  money  into  renew- 
i  able  power  plays  such  as  solar 
and  wind.  Solar  stocks  are  so  hot  that  just 
looking  at  their  charts  is  like  staring  direcdy 
into  the  sun.  But  Sanford  C.  Bernstein  &  Co. 
technology  strategist  Richard  Keiser,  35,  says 
that's  no  reason  to  avoid  green  tech.  It's  one 
of  the  best  long-term  opportunities  available 
to  tech  investors. 

Keiser's  job  at  Bernstein  is  to  pick  big, 
investable  growth  themes  in  technology.  He 
liked  Internet  advertising  in  2005  and 
videogame  software  in  2006,  both  pretty  good 
calls.  Two  months  ago  he  put  out  a  37-page 
report,  with  49  charts,  explaining  why  the 
place  to  be  over  the  next  five  years  is  in  green- 
house-gas-reducing technologies.  Of  course, 
he  has  company  in  this  sector,  notably  Al 
Gore.  Two  Kleiner  Perkins  partners  wrote 
about  their  green  tech  investing  in  our  May 
7  Networks  issue  (see  forbes.com/networks). 

Keiser  is  your  typical  Bernstein  boffin: 
smart,  polite  and  thorough.  Almost  everyone 
he  works  with  has  an  elite  background:  Har- 
vard or  Massachusetts  Institute  of  Technol- 
ogy, then  a  few  years  at  a  consulting  firm  like 
McKinsey  &  Co.  or  Booz  Men  Hamilton. 

Keiser's  resume  includes  a  mechanical 
engineering  degree  from  Carnegie  Mellon, 
two  graduate  degrees  from  MIT,  four  years 
at  Booz  Allen  and  patents  for  a  laptop  com- 
puter design  and  file-management  software. 
He  came  to  Bernstein  in  2001,  the  youngest 
analyst  at  the  time,  and  two  years  later  joined 
the  tech  strategy  group  run  by  the  estimable 
Vadim  Zlotnikov,  captain  of  his  high  school 
math  team  in  Brooklyn  and  an  electrical 
engineering  double-degree-holder  from  MIT. 

Bernstein's  model  portfolio  of  tech  stocks, 
created  by  Zlotnikov  1 1  years  ago,  has  aver- 
aged a  17.3%  compound  annual  return,  he 
calculates,  versus  8.7%  for  the  S&P  500.  The 
latest  version  of  this  portfolio,  which  is 
purely  theoretical — no  real  stocks  are 
owned— has  30  positions,  led  by  an  11% 
weighting  to  Microsoft  and  7%  to  Cisco. 
Though  its  results  are  not  audited,  Bernstein 
does  alert  clients  to  changes  in  the  lineup  in 
a  monthly  report,  where  it  also  lists  each 
positions  average  purchase  price.  We  checked 
his  math  to  confirm  veracity. 


Greenhouse 
Stocks 

Sanford  Bernstein's  tech  brain  trust,  now  led  by 
Richard  Keiser,  has  had  a  good  stock  picking  record. 
The  next  big  thing,  this  oracle  says:  technologies 
that  fight  global  warming  By  Bruce  Upbin 
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Balanced  Fund 

14.27% 

12.97% 

7.29% 

0.68% 

Upper  Balanced  Funds  Average 

12.56% 

10.93% 

5.91% 

1.37% 

Blue  Chip  Growth  Fund 

21.92% 

15.33% 

6.66% 

0.81% 

Upper  Large-Cap  Growth  Funds  Average 

20.44% 

1 2.69% 

4.55% 

1.61% 

Global  Stock  Fund*" 

31.75% 

23.25% 

9.42% 

1.01% 

Upper  Global  Large-Cap  Growth  Funds  Average 

23.83% 

1 8.62% 

6.91% 

1.89% 

The  new  Mutual  Fund  Compare  Tool  lets  you  easily  compare  T.  Rowe  Price  Funds  with  other 
funds  you're  considering.  Just  go  to  troweprice.com/comparetooi. 


Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future 
results.  Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your 
shares.  To  obtain  the  most  recent  month-end  performance,  call  us  or  visit  our  Web  site.  ***The  performance 
information  shown  does  not  reflect  the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less. 
If  it  did,  the  performance  would  be  lower.  International  investing  involves  special  risks,  including  currency 
fluctuations.  Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses, 
and  other  information  that  you  should  read  and  consider  carefully  before  investing.  All  mutual  funds  are 
subject  to  market  risk,  including  possible  loss  of  principal. 


When  you  look  closer  at  your  IRA  investment  options,  it's  easy  to  understand  why  more  and  more 
investors  are  switching  to  T.  Rowe  Price.  Our  low-cost,  active  management  approach  has  helped 
retirement  investors  reach  their  long-term  goals  for  over  70  years.  Visit  ira.troweprice.com.  Or  call  our 
Investment  Guidance  Specialists.  They  can  answer  any  questions  you  might  have  and  even  help  you 
choose  a  fund. 
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based  on  fiscal  year-end  data  available  as  of  September  30, 2007. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAF076123 


ira.troweprice.com 


1.877.259.0217 


Keiser,  who  has  led  the  portfolio  since 
2006,  says  that  stock  picking  in  this  sector  has 
changed  a  lot  as  technologies  such  as  PCs  and 
servers  have  become  commoditized  and  the 
sectors  annual  revenue  growth  has  slowed 
from  18%  in  the  late  1990s  to  9%  now.  "In 
this  environment  you  have  a  replacement 
cycle  and  a  few  growth  themes,"  he  says.  "You 
have  to  get  these  right  to  outperform." 

Keiser  monitors  a  database  of  700  com- 
panies and  listens  to  quarterly  conference  calls 
across  the  entire  tech  landscape:  software, 
hardware,  semiconductors,  Internet  services 
and  telecommunications.  He  also  talks  to  ven- 
ture capitalists  and  looks  for  what  he  calls 
"bottlenecks":  technologies  that  must  grow 
because  there's  no  ready  alternative. 

Bernstein  has  had  some  ill-timed  calls.  In 
April  2006  Keiser  wrote  up  a  positive  note  on 
videogame  publishing,  seeing  lots  of  poten- 
tial for  profit  growth  given  the  rapid 
proliferation  of  new  gaming  consoles  like  the 

A  Convenient  Truth 


ers  such  as  TomTom  and  Garmin,  and 
global  positioning  system  chip  firms  like  Sirf 
Technology  Holdings.  Bernstein's  leading 
pick,  Navteq,  has  doubled  since  and  will  soon 
be  acquired  by  Nokia  for  $8. 1  billion. 

Now  he's  into  green  tech.  Keiser's  latest 
report  was  a  four-month  study  by  him 
and  his  associate  of  the  category's  spend- 
ing boom.  He  estimates  that  boosting  the 
global  share  of  sun-  and  wind-made  elec- 
tricity from  1  %  today  to  5%  would  require 
$1.4  trillion  in  spending.  Of  that,  $100  bil- 
lion would  be  for  the  intelligence— chips 
and  controls — versus  solar  panels  and 
windmill  blades. 

What  to  buy?  We've  compiled  a  roster 
from  names  mentioned  in  his  report,  some 
of  them  in  his  model  portfolio  (see  table).  The 
prospect  of  getting  a  piece  of  that  growth  has 
fueled  the  stocks  of  companies  such  as  Sun- 
power,  the  leader  in  producing  traditional 
silicon  solar-power  panels,  and  First  Solar, 


hybrid  electric  power  train  adds  $3,500  to  the 
cost  of  a  standard  vehicle.  Keiser  says  the  bat- 
tery and  semiconductors  are  60%  of  that  cost, 
suggesting  good  growth  for  Sanyo  and  Mat- 
sushita's joint  venture  with  Toyota. 

Every  hybrid  motor  needs  an  inverter, 
and  the  key  component  inside  inverters  is  the 
integrated  gate  bipolar  transistor,  or  IGBT.  An 
IGBT  module  in  a  full  hybrid  like  theToyota 
Prius  costs  $500  or  so.  For  a  mild  hybrid  like 
the  Honda  Civic,  it's  $100.  Toyota  stands  to 
gain  because  its  Prius  is  the  most  popular  hy- 
brid on  the  market  and  because  it  makes  a 
very  efficient  IGBT  module. 

Infineon  is  a  much  broader  play  on  elec- 
trical efficiency.  Cars  are  loading  up  on  their 
chip  content  overall,  and  commercial  devel- 
opers and  homeowners  are  beginning  to  add 
energy-smart  building  controls  that  rely  on 
semiconductor  content.  Infineon  also  pro- 
vides the  thyristor  chips  that  allow  transform- 
ers to  handle  high-voltage  direct-current 


These  alternative  energy  stocks,  named  in  Bernstein's  latest  research  report,  should  keep  shining,  even  if  they're  pricey. 


COMPANY 


PRICE 


RECENT 


52-WEEK 
HIGH 


2008 
EST 
P/E 


COMMENT 


AMERICAN  SUPERCONDUCTOR 


$21.39 


$30.96 


NA     efficiency  play  yet  to  make  money;  moving  now  into  wind  power 


FIRST  SOLAR 


212.00 


230.00 


NM      has  $3.4  billion  in  contracts  through  2012 


GAMESA 


43.05 


53.49 


23     makes  entire  wind  generator,  towers,  blades  and  gearboxes 


INFINEON  TECHNOLOGIES 


11.34 


18.74 


14     its  power-control  chips  are  in  cars,  appliances,  high-voltage  transformers 


MITSUBISHI  ELECTRIC 


112.71 


127.57 


14     more  focused  bet  on  electric  motors 


SUNPOWER 


108.00 


164.49 


55     could  maintain  its  rich  price  with  strong  market  share 


TOYOTA  MOTOR 


108.45 


138.00 


10     has  lead  in  hybrids  and  makes  its  own  controller  chips 


VESTAS  WIND  SYSTEMS 


89.07 


105.65 


29     highest  market  share  at  28%;  entirely  focused  on  wind  power 


XANTREX  TECHNOLOGY 


9.61 


13.54 


1 8     its  inverters  big  part  of  cost  of  small  solar  power  systems 


Prices  as  of  Nov.  26.  NA:  Not  available. 


NM:  Not  meaningful.  Source:  Worldscope  via  FactSet  Research  Systems. 
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Xbox  360  and  Nintendo  Wii  But  Keiser  chose 
Electronic  Arts  as  a  long-term  keeper  just  days 
before  the  shares  lost  25%  of  their  value  on 
a  surprising  and  disappointing  earnings 
announcement  by  the  company.  Keiser,  un- 
daunted, added  more  Electronic  Arts  to  the 
model  portfolio.  The  stock  is  now  back  where 
it  was  before  the  April  2006  call. 

Overall,  though,  the  picks  have  been 
sound.  Keiser  singled  out  Google  in  May  2005 
at  $266;  it's  $697  now.  Earlier  this  year  Keiser 
put  out  a  bullish  report  on  location  technolo- 
gies: mapping  database  firms  TeleAtlas  and 
Navteq,  dashboard  navigation  device  mak- 


whose  thin-film  solar  panels  are  cheaper  to 
manufacture  but  are  less  efficient.  Another 
firm  that  stands  to  benefit  from  renewable 
production  is  Xantrex,  a  little-known  Cana- 
dian producer  of  electric  inverters.  These  de- 
vices transform  the  direct  current  generated 
by  a  solar  panel  or  electric  car  battery  into 
the  alternating  current  you  expect  from  a  wall 
socket. 

If  hybrids  rise  from  0.5%  of  the  global 
vehicle  market  to  5%  over  ten  years  (they're 
already  2%  of  U.S.  car  sales),  that  would  mean 
$13  billion  in  cumulative  additional  spend- 
ing on  batteries  and  semiconductors.  A  full 


power  lines.  High-voltage  DC  can  carry 
power  over  long  distances  at  lower  cost  than 
alternating  current,  but  the  transformers  still 
cost  too  much  to  make  the  idea  widespread. 

Values  here  are  vertiginous.  But  Keiser 
says  fear  of  stretched  prire/earnings  multiples 
often  leads  to  missed  opportunities.  Witness 
Google  in  this  decade  and  Microsoft  in  the 
1990s.  Keiser  says  sales  growth  risk  is  low  in 
solar  and  wind:  Many  firms  have  years  of  de- 
mand already  booked.  Some  of  these  picks 
are  not  profitable  yet.  Others,  like  Vestas  and 
Gamesa,  have  double-digit  earnings-per- 
share  growth  over  the  past  three  years.  F 
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Where  work  and  play 
intersect  at  high  velocity. 


Introducing  MOTO  Q  "  Global,  one  of  AT&T's  fastest  3G  smart  devices. 
Equipped  with  GPS,  Windows  Mobile'  6,  and  a  full  multimedia  experience, 
it's  one  of  the  most  advanced  voice  and  data  devices  of  its  kind.  And  it 
comes  with  your  choice  of  a  free  "My  Q  Paks"  customized  application.  Get 
the  best  of  both  worlds  while  you're  working  and  playing  around  the  globe. 


>  Check  email,  IM,  and  browse  the  Web  at  mobile 
broadband  speeds. 

>  Access  turn-by-turn  GPS  navigation  with  TeleNav.® 

>  Play  videos,  listen  to  music,  and  take  pictures. 

>  Only  AT&T's  3G  network  allows  you  to  talk  and  download  data 
simultaneously. 


>  AT&T  has  the  broadest  global  coverage  of  any  U.S.  carrier. 


MOTO  Q™  Global  only  from  AT&T 


$199" 


after  $150  in  mail-in  rebate  debit  cards  with 
2-year  wireless  service  agreement  on  personal 
or  PDA  data  plans  and  eligible  voice  plan. 


I Mm  I  Windows 

X  Mobile 


The  new 


at&t 


Your  world.  Delivered. 


Call  866-9-ATT-B2B     Click  wireless.att.com/motoqglobal    Visit  your  nearest  AT&T  store 

AT&T  also  imposes  monthly  a  Regulatory  Cost  Recovery  Charge  of  up  to  $1.25  to  help  defray  costs  incurred  in  complying  with  State  and  Federal  telecom  regulation;  State  and  Federal  Universal 
iervice  charges;  and  surcharges  for  customer-based  and  revenue-based  state  and  local  assessments  on  AT&T.  These  are  not  taxes  or  government-required  charges. 

)ffer  available  on  select  phones.  Coverage  not  available  in  all  areas.  Limited-time  offer.  Other  conditions  and  restrictions  apply.  See  contract  and  rate  plan  brochure  for  details.  Subscriber  must  live  and  have  a  mailing 
iddress  within  AT&Ts  owned  wireless  network  coverage  area.  Up  to  $36  activation  fee  applies.  Eguipment  price  and  availability  may  vary  by  market  and  may  not  be  available  from  independent  retailers.  Early  Termination 
:ee:  None  if  cancelled  in  the  first  30  days;  thereafter  $175  Some  agents  impose  additional  fees  Unlimited  voice  services:  Unlimited  voice  services  are  provided  solely  for  live  dialog  between  two  individuals  Offnet 
Isage:  If  your  minutes  of  use  (including  unlimited  services)  on  other  carriers'  networks  ("offnet  usage")  during  any  two  consecutive  months  exceed  your  offnet  usage  allowance,  AT&T  may  at  its  option  terminate  your  service, 
leny  your  continued  use  of  other  carriers'  coverage,  or  change  your  plan  to  one  imposing  usage  charges  for  offnet  usage.  Your  offnet  usage  allowance  is  equal  to  the  lesser  of  750  minutes  or  40%  of  the  Anytime  minutes 
ncluded  with  your  plan  (data  offnet  usage  allowance  is  the  lesser  of  6  megabytes  or  20%  of  the  kilobytes  included  with  your  plan)  Rebate  Debit  Card:  Price  of  Motorola  Q  before  mail-in  rebate  debit  cards,  data  package 
>urchase,  voice  plan  purchase,  and  with  2-year  contract  is  $349.99.  Allow  10  to  12  weeks  for  fulfillment  Card  may  be  used  only  in  the  U.S.  and  is  valid  for  120  days  after  issuance  date  but  is  not  redeemable  for  cash  and  cannot 
>e  used  for  cash  withdrawal  at  ATMs  or  automated  gasoline  pumps.  Card  request  must  be  postmarked  by  12/31/07;  you  must  be  a  customer  for  30  consecutive  days  to  receive  card.  Sales  tax  calculated  based  on  price  of 
inactivated  equipment  Certain  email  systems  may  require  additional  hardware  and/or  software  to  access  Motorola  and  the  Stylized  M  Logo  are  registered  in  the  U.S.  Patent  and  Trademark  Office  €  2007  Microsoft  Corporation. 
\ll  rights  reserved  Microsoft  and  Windows  Mobile  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  U.S.  and/or  other  countries.  Service  provided  by  AT&T  Mobility  €  2007  AT&T  Intellectual  Property. 
>ll  rights  reserved.  AT&T,  the  AT&T  logo,  and  all  other  marks  contained  herein  are  trademarks  of  AT&T  Intellectual  Property  and/or  AT&T  affiliated  companies. 


STOCK 


Emerging 
What? 

To  Oakmark's  global 
fund,  Switzerland 
is  in,  China  is  out. 

By  Susan  Kitchens 


o 


LD  EUROPE?  JAPAN?  CANADA? 
( These  aren't  the  sexy  places  now- 
adays for  international  investors. 
But  Clyde  McGregor  and  Robert  Taylor,  deft 
managers  of  overseas  plays,  tilt  their  hold- 
ings toward  boring  developed  nations. 

Since  its  1999  inception,  their  $3.1  bil- 
lion Oakmark  Global  Fund  has  outper- 
formed the  benchmark  tracking  these  old 
standbys,  MSCI  EAFE,  18%  to  8%  annually. 
What's  more,  they've  bested  the  MSCI  World 
index  (up  6%  annually  in  the  period),  which 
ropes  in  every  square  inch  on  earth. 

McGregor  and  Taylor,  who  work  for 
Harris  &  Associates  (it  runs  the  Oakmark 
fund),  find  a  lot  of  value  in  large  corpora- 
tions in  well-settled  nations  (see  table). 
They  are  put  off  by  what  they  see  in  emerg- 
ing markets  like  India  with  its  high  tariffs 
and  China  with  its  overbearing  govern- 
mental control — to  say  nothing  of  insane 
price/earnings  ratios  in  those  places. 

They  do  careful,  old-fashioned  analytic 
work,  often  calculating  separate  values  for 
parts  of  a  big  company— say,  the  luxury 
division  of  an  automaker  versus  its 
other,  more  mundane  operations. 
They  insist  that  they  are  not  wedded 
to  their  EAFE,  large-company  weight- 
ing forever.  "If  we  all  of  a  sudden 
thought  Brazil  had  100  great  ideas, 
we'd  find  some  room  for  them  in  the 
portfolio,"  says  McGregor,  a  26-year 
Harris  veteran. 

A  year  ago  they  developed  a  fond- 
ness for  Daimler,  while  it  still  owned 
Chrysler.  By  their  reckoning  the  sickly 
U.S.  auto  business  accounted  for  only 
8%  of  the  company's  total  value.  The 
Mercedes  operations  were  strong, 


despite  recalls  and  cost  overruns  that  had 
led  to  temporary  losses  in  that  division. 
Quality  automakers  normally  enjoy  a  profit 
margin  (before  interest  and  taxes)  of  6%  to 
8%,  says  Taylor.  Since  Mercedes  sells  the 
same  volume  as  rival  luxury  automaker 
BMW,  they  figured  that  Mercedes  would  see 
profits  similar  to  BMW's  in  the  next  year. 
Plus,  they  were  impressed  by  Chief  Dieter 
Zetsche's  turnaround  plan. 

Their  bet  has  paid  off.  McGregor  and 
Taylor  picked  up  shares  in  DaimlerChrysler 
at  $50;  today,  with  Chrysler  disposed  of, 
shares  of  Daimler  are  at  $103.  McGregor  and 
Taylor  say  that  they  paid  for  only  the 
Mercedes  assets  and  the  cash  ($6.8  billion) 
on  the  balance  sheet,  while  picking  up  the 
rest  of  the  company  for  nothing. 

In  FAirope  the  two  like  big  banks  such 


Robert  Taylor  and  as  UBS  and  Julius 
Clyde  McGregor:  Baer.  These  institu- 
Now's  not  the  time      tjons  ch  fees 

for  hot  new  nations.  , 

to  1.2%  or  the  assets 

managed  on  behalf  of  wealthy  clients— 
those  with  $10  million  or  more  parked  at 
the  banks,  a  well-heeled  cadre  Taylor 
expects  to  expand.  He  acknowledges 
short-term  concerns  about  writedowns  of 
subprime  mortgages  (UBS  has  exposure 
here;  Julius  Baer  says  it  doesn't).  But 
Taylor  says  that  UBS'  strong  balance  sheet 
should  be  able  to  absorb  the  impact. 

They  are  chary  of  many  Japanese 
companies,  which  are  too  often  still  beset 
by  a  sclerotic  system  of  cozy  relationships 
that  thwart  good  investment  opportu- 
nities. But  semiconductor  maker  Rohm 
is  a  dynamic,  high-margin  enterprise 
that  focuses  on  perfecting  older  chip 
designs.  Thus  it  doesn't  have  to  spend  vast 
amounts  of  money  on  research  and 
development. 

In  Canada  the  pair  like  MDS,  a  medical 
research  company  that  does  work  for 
biotechs  and  pharmas.  When  McGregor  first 
came  across  MDS  in  February,  it  was  in  a 
slump  following  a  poor  review  by  the  U.S. 
Food  &  Drug  Administration  of  its  pharma- 
ceutical services  division.  New  manage- 
ment, he  says,  shook  it  back  to  life.  The 
company  shed  a  50%  stake  in  a  lab  products 
distributor  and  is  buying  back  stock. 

McGregor  and  Taylor  believe  that  the 
share  buybacks  are  a  prudent  use  of  cash, 
which  also  makes  the  stock  attractive.  MDS, 
by  their  estimate,  will  earn  the  equivalent  of 
$1  U.S.  a  share  next  year  and  is  trading  at  20 
times  that  sum.  F 


Well  Established  and  Well  Known 


Oakmark's  global  managers  screen  for  solid  companies  from  long-developed  nations. 


PRICE 

LATEST 

COMPANY  BUSINESS 

COUNTRY 

RECENT 

52-WEEK 
HIGH 

12-MO 
P/E 

JULIUS  BAER  banking 

Switzerland 

$79.72 

$88.31 

'  25 

DAIMLER  autos 

Germany 

96.18 

111.65 

21 

MDS  health  sciences 

Canada 

•20.10 

22.65 

NM 

ROHM  semiconductors 

Japan 

90.26 

102.96 

24 

SNAP-ON  handheld  tools 

U.S 

47.57 

57.81 

16 

|  UBS  banking 

Switzerland 

46.66 

66.26 

10 

Prices  as  of  Nov.  27  in  U.S.  dollars.  NM:  Not  meaningful.  Source:  Worldscope  via  FactSet  Research  Systems. 
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Some  perceive  risk  as  a  problem.  But  at  UBS  Global  Asset  Management,  we  see  it  as 
the  first  step  to  delivering  fresh,  leading-edge  investment  solutions.  It's  why  we  have 
an  extensive  network  of  risk  management  specialists  collaborating  around  the  world. 
The  insights  they  provide  help  us  assess  and  manage  risk  across  asset  classes  at  every 
level:  country,  currency,  industry,  sector  and  security.  This  integrated  global  view  helps 
us  meet  your  risk/return  objectives.  For  the  confidence  of  knowing  you're  backed  by 
the  global  understanding  necessary  to  manage  assets,  talk  to  us.  You  &  Us. 

To  learn  more  about  UBS  Global  Asset  Management,visit  www.ubs.com 
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Art,  Restored 

With  tenacity  and  a  taste  for  international  intrigue, 
Julian  G.Y.  Radcliffe  tracks  stolen  art.  Sometimes 
he  nabs  the  thieves,  too  |  By  David  Armstrong 


JULIAN  G.Y.  RADCLIFFE  RELISHES 
a  good  treasure  hunt.  The  founder 
and  chairman  of  Art  Loss  Register, 
which  maintains  the  world's  largest 
database  for  stolen  art,  he  has 
located  and  negotiated  the  return  of  some 
of  the  world's  best-known  missing  art- 
work. His  biggest  score:  the  recovery  of 
Cezanne's  "Bouilloire  et  fruits,"  worth  $30 


million,  21  years  after  it  and  six  lesser 
paintings  were  swiped  in  1978  from  a 
home  in  Stockbridge,  Mass. 

It  started  with  a  phone  call  from  an 
insurance  company,  suspicious  after  a 
"British  architect"  said  he  wanted  to 
insure  some  art,  including  the  Cezanne, 
on  behalf  of  a  group  of  Russians.  When  a 
search  of  the  Register's  database  identified 


the  pieces  as  stolen,  Radcliffe 
alerted  Michael  Bakwin,  the 
owner  of  the  long-missing 
artwork.  Working  with  the 
FBI,  Radcliffe  brokered  an 
agreement  between  Bakwin 
and  the  Swiss  lawyer  repre- 
senting the  holder  of  the 
paintings,  who  lay  hidden 
behind  a  Panamanian  shell 
company.   Whoever  was 
behind  the  shell  company — 
and  it  turned  out  to  be  an 
American  lawyer — wanted 
money  for  giving  up  the 
stolen  Cezanne.  You  could 
call  that  kind  of  payment 
a  reward  or  extortion. 
Whichever  it  was,  it  made 
sense  for  Bakwin  to  pay 
something;  his  Cezanne 
had  not  been  insured. 

Radcliffe  persuaded  the 
holder  of  the  seven  stolen 
paintings  to  hand  over  the 
Cezanne;  in  exchange,  Bak- 
win would  cede  ownership 
of  the  other  six  pieces  (by 
Maurice  Utrillo  and  some 
less  famous  painters),  val- 
ued at  a  total  of  $1  million. 
Within  a  year  Bakwin  had 
his  Cezanne  back.  (He  later  sold  it.) 

With  details  about  180,000  lost  or 
stolen  works  of  art — paintings,  sculpture, 
jewelry,  watches,  arms  and  antiques— val- 
ued between  $3,000  and  $100  million  in 
its  database,  Radcliffe's  Art  Loss  Register 
in  London  is  often  the  first  to  spot  stolen 
valuables  offered  up  for  sale  by  dealers  or 
auction  houses.  Auction  companies, 
insurance  companies  and  buyers  who 
want  to  verify  ownership  of  valuable 
goods  routinely  tap  the  Register's  database 
before  artwork  is  purchased  or  insured. 

When  items  go  missing,  Radcliffe,  who 
relishes  playing  bounty  hunter,  is  happy  to 
get  involved  in  their  recovery.  In  2001  his 
company  was  asked  to  sort  out  ownership 
of  Picasso's  "Femme  en  blanc,"  valued  at 
$10  million.  It  had  been  held  for  30  years 
by  a  Chicago  family  before  a  prospective 
European  buyer  checked  out  its  provenance 
with  the  Register  and  found  it  had  been 
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Your  future  client  in  Des  Moines  is  closer  than  you  think. 

You  can  always  rely  on  FedEx  Ground  to  reach  your  customers.  FedEx  Ground  offers 
cost-effective,  reliable  delivery  in  as  fast  as  1  to  5  business  days  in  the  contiguous  U.S., 
savinq  you  time  and  money.  And  whatever  your  shipping  needs  are,  FedEx  has  a 
solution  that  lets  you  focus  on  the  things  that  really  matter-like  growing  your  bus.ness. 
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swiped  from  the  Paris  apartment  of  dealer 
Justin  Thannhauser  during  World  War  II. 
The  Register  showed  that  Thannhauser  had 
been  keeping  it  for  a  friend,  Carlota  Lands- 
berg,  who  later  died.  A  Register  employee 
tracked  down  her  grandson,  Thomas  Ben- 
nigson,  then  a  law  student  at  UC,  Berkeley. 
Bennigson  sued  the  Chicago  owners,  who 
paid  him  $6.5  million  in  a  settlement  that 
let  them  keep  the  painting.  Radcliffe,  59,  is 
"like  the  James  Bond  of  the  art  world," 
says  E.  Randol  Schoenberg,  the  Los  Ange- 
les lawyer  who  represented  Bennigson  in 
the  case. 

When  a  museum,  insurer  or  individual 
comes  to  Art  Loss  Register  with  a  report  of 
a  theft,  he,  she  or  it  pays  a  small  registra- 
tion fee  and  in  some  cases  signs  a  contract 
agreeing  to  pay  20%  of  the  value  of  the  art 
the  Register  helps  recover.  Recovery  fees 
make  up  half  the  Registers  revenue.  This 
year  the  private  company  expects  to  net 
$300,000  pretax  on  $2  million  in  revenue. 
It  lost  $300,000  in  2006. 

This  year's  take  includes  $44,000  for 


Lost,  found:  Cezanne's  "Bouilloire  et  fruits." 

recovering  two  stolen  paintings,  together  val- 
ued at  $500,000,  by  19th-century  Scottish 
painters  George  Leslie  Hunter  and  Francis 
Campbell  Cadell.  The  paintings  were  taken 
from  a  private  home  in  Strathdon,  Scotland 
in  2001.  The  Art  Loss  Register  flagged  them 
when  they  were  listed  as  items  for  a 
Sotheby's  auction  of  Scottish  art  in  2006.  The 
paintings  were  returned  to  their  owner.  The 
thieves  haven't  been  caught,  but  Radcliffe 
hopes  to  play  a  role  in  nabbing  them  over- 
seas. "We  can  go  to  work  internationally  in 


a  way  the  police  can't,"  he  says.  "Police  can't 
jump  on  a  plane  and  go  to  France— and  this 
is  not  high  priority  for  most  departments." 

Radcliffe  occasionally  takes  on  cases  even 
when  he  knows  the  Register  won't  be  com- 
pensated. He  and  his  30  employees  some- 
times troll  for  stolen  goods  on  online 
auction  sites.  Last  year  they  alerted  Ebay  and 
Scodand  Yard  after  Radcliffe  says  they  iden- 
tified a  pair  of  stolen  16th-century  French 
cannons  listed  for  sale  on  the  site.  The  can- 
nons have  been  returned  to  their  rightful 
owner,  according  to  the  Register.  The  seller, 
a  London  taxi  driver,  was  questioned  by  the 
police  but  not  charged.  Radcliffe  got  noth- 
ing but  satisfaction  from  the  find.  As  much 
as  he  would  like  Ebay  and  other  online 
auctioneers  to  use  the  Register  to  check  the 
background  of  valuables  offered  up  for  sale, 
so  far  they  haven't  been  interested,  he  says. 

For  now  the  Register's  only  stable  source 
of  revenue  comes  from  40  auction  houses 
that  pay  the  company  an  annual  fee  to  run 
artwork  coming  up  for  auction  through  its 
database  to  see  if  pieces  have  been  stolen.  It 


also  takes  queries  from  individuals,  usually 
potential  buyers.  (Be  careful  before  buying 
a  Henry  Moore  sculpture,  of  which  42  are 
stolen,  or  a  painting  by  Matisse,  with  26 
stolen.)  The  Register  charges  $40  for  a  sin- 
gle inquiry  or  a  $500  annual  fee  for  30 
queries. 

Radcliffe  aims  to  bring  in  more  revenue 
by  urging  large  collectors  and  galleries  to  pay 
Art  Loss  Register  to  document  entire 
collections,  at  $20  per  piece — or  a  negotiated 
fee  for  larger  collections — so  if  artwork  goes 
missing,  the  database  will  capture  the  valu- 
ables if  they  are  eventually  put  up  for  sale. 

He  has  long  enjoyed  treading  where 
commerce  meets  crime.  After  graduating 
from  Oxford  University,  where  he  took  a 
masters  degree  in  politics  and  economics, 
Radcliffe  went  to  work  as  an  underwriter  at 
Lloyds  of  London.  He  created  Control  Risks 
Ltd.,  as  a  subsidiary  of  insurer  Hogg  Robin- 
son, in  1974  to  help  companies  protect 
employees  in  dangerous  outposts.  Radcliffe 
says  they  helped  negotiate  the  safe  return  of 
a  number  of  people  kidnapped  overseas. 


Sotheby's  asked  him  what  Control  Risks 
could  do  about  stolen  artwork  In  1991  Rad- 
cliffe created  Art  Loss  Register  when 
Sotheby's,  Christies  and  four  other  auction 
houses,  along  with  venture  capitalists,  put 
up  a  total  of  $1.6  million.  They  now  have  a 
collective  23%  stake  in  the  company. 
Radcliffe  now  owns  68%.  The  database 
started  with  18,000  items  listed. 

Tracking  lost  artwork  takes  a  lot  of  pa- 
tience. When  a  piece  is  stolen,  it  is  usually 
flipped  to  shady  traders,  who  then  sell  it  to 
midlevel  dealers.  Sometimes  it  finds  its  way 
back  into  mainstream  circles.  Only  15%  of 
work  that's  stolen  is  recovered,  often  decades 
after  it  disappeared.  Radcliffe,  who  has  15 
employees  in  Delhi  combing  auction 
catalogs,  says  that  3%  of  the  work  that  moves 
through  legitimate  art  channels  has  been 
stolen. 

Radcliffe  can  do  more  than  get  the  art 
back;  he  likes  bringing  a  crook  to  justice. 
That  may  happen  in  the  case  of  the  seven 
paintings  stolen  in  Massachusetts  in  1978. 
When  Radcliffe  brokered  the  1999  agree- 


ment between  Bakwin  and  Bernhard 
Vischer,  the  attorney  who  represented  the 
shell  corporation  holding  the  Cezanne  and 
other  paintings,  Radcliffe  persuaded  Vischer 
to  reveal  the  name  of  the  person  behind  the 
holding  company.  This  disclosure  would  be 
in  a  document  that  would  remain  sealed  so 
long  as  the  paintings  didn't  hit  the  market. 

But,  much  as  Radcliffe  expected,  some 
of  the  six  paintings  did  surface  at 
Sotheby's  in  London  in  2004.  Bakwin 
successfully  sued  to  stop  an  auction  and 
recover  the  other  stolen  property.  Lawyers 
opened  the  sealed  document,  finding 
inside  the  name  of  Robert  M. 
Mardirosian,  73,  a  retired  Massachusetts 
attorney  who  wound  up  with  the  paint- 
ings after  the  thief,  a  petty  criminal  who 
was  a  client,  was  shot  dead  years  ago.  In 
March  a  federal  grand  jury  indicted 
Mardirosian  for  possessing  and  transport- 
ing stolen  goods.  The  trial  is  slated  for 
next  spring;  Vischer  declined  to  comment; 
a  lawyer  for  Mardirosian  says  they  will 
fight  the  charges.  F 
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1  Executive  Health 

THE  PAMPERED  PATIENT 

Mm      FTER  A  SIX-HOUR  FLIGHT 
P5\    from  New  York  I  check 
wjk   into  the  Four  Seasons  Hotel 
It   v     in  Westlake  Village  near 
Wk  Los  Angeles,  exhausted.  My 
room  is  fabulous:  10-foot  ceilings,  a  plush 
king-size  bed  with  feather  pillows  and  a 
big  high-definition  television.  I  don't  get 
to  enjoy  it  for  long,  though.  There's  a 
knock  at  my  door. 

It's  my  sleep  technicians,  and  they've 
brought  along  an  enormous  suitcase  of 
electrical  equipment.  After  some  polite 
chitchat  they  start  hooking  me  up.  Eleven 
electrodes  go  on  my  head,  two  on  my 
chest  and  four  more  I  have  to  slide  down 

Minn,  does  7,000  executive  exams  a  year, 
up  from  4,000  in  2002,  and  has  a  six- 
month  waiting  list.  Trio  Health  manages 
an  executive  physical  program  at 
Chicago's  Northwestern  Memorial 
Hospital  that  opened  in  2005  and  sees 
more  than  1,000  patients  annually.  Last 
fall  Canyon  Ranch  in  Tucson  hooked  up 
with  the  Cleveland  Clinic  to  offer  a  $3,700 
four-day  executive  physical.  In  a  variant 
dubbed  concierge  medicine,  doctors 
charge  patients  a  $1,500  annual  fee  for  an 
extensive  physical  plus  same-day 
appointments.  MDVIP  in  Boca  Raton,  Fla. 
has  200  such  doctors  under  contract  and 
is  adding  a  dozen  more  a  month. 

To  find  out  if  executive  exams  give 
you  value  for  the  money,  I  signed  up  for 
a  deluxe  physical  at  CHLI.  It's  tucked  into 
the  one-year-old  Four  Seasons,  which  is 
more  of  a  lavish  spa  than  a  resort.  The 
hotel  was  developed  by  billionaire  David 
Murdock,  84,  who  owns  a  big  chunk  of 
Hawaii  and  the  Dole  Food  Co.  across  the 
street.  "The  idea  is  to  teach  people  how 
to  live  healthy,"  he  says,  bounding  out  of 
his  L.A.  office  to  get  a  copy  of  his  500- 
page  tome,  Encyclopedia  of  Foods,  which 
he  published  in  2002.  Murdock  eats  only 
fruits,  vegetables  and  fish,  exercises  ree- 
ularly  and  shuns  saturated  fats  and  sugar. 

The  clinic  is  90%  owned  by  biologist 

The  $5,000  Checkup 

Are  those  deluxe  executive  exams  worth  it?  |  By  Robert  Langreth 

my  pajama  bottoms.  A  final  one  is  taped 
uncomfortably  over  my  upper  lip.  Two 
breathing  belts  are  wound  tighdy  around 
my  chest.  After  an  hour  of  rigging  they 
bid  me  good  night  and  retreat  somewhere 
to  monitor  my  eye  and  leg  movements, 
brain  waves  and  breathing.  I  could  have 
had  them  set  up  a  camera  to  film  me  but  it 
was  getting  late. 

So  went  the  first  night  of  my  stay  at  the 
California  Health  &  Longevity  Institute 
(CHLI)  a  medical  clinic  and  wellness  center 
rucked  into  this  $300  million  hotel  spa.  It  is 
one  of  a  number  of  premium  clinics  pop- 
ping up  around  the  country  to  tend  to  a 
clientele  for  whom  money  is  no  object.  You 
get  a  complete  workup  done  in  a  day  or 
two,  and  follow-up  tests  can  be  done 
immediately,  on  site.  A  complete  servicing 
costs  $2,000  to  $5,000.  Unless  it's  part  of 
your  executive  benefits,  the  full  service 
probably  isn't  covered  by  insurance. 

Executive  exams  have  been  around  for 
decades  but  have  surged  in  popularity 
recently.  The  Mayo  Clinic  in  Rochester, 
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"There  is  potentially  unlimited 
demand,"  says  Deborah  Rhodes,  who 
heads  the  Mayo  Clinic  program.  But  she 
worries  that  some  shops  have  the  empha- 
sis "in  the  wrong  place."  That  is,  on  luxury 
touches  and  superfluous  tests  rather  than 
thoughtful  doctoring.  "Executives  don't 
need  more  health  care.  They  need  appro- 
priate health  care  in  a  time-compressed 
fashion."  Once  you  get  away  from  this, 
"you  are  in  a  murky  zone,"  she  says.  (CHLI 
says  it  doesn't  recommend  unnecessary 
exams.  I  volunteered  for  the  sleep  test.) 

Thomas  Pasqualini,  a  50-year-old 
supply-chain  official  at  Solo  Cup,  says  an 
executive  physical  at  Northwestern  Memo- 
rial Hospital  in  2006  spurred  him  to  fix  his 
unhealthy  lifestyle.  Humbled  by  his  poor 
performance  on  a  cardiac  stress  test,  he  cut 
back  on  steak  dinners  and  started  exercis- 
ing five  times  a  week.  Now  his  cholesterol 
is  down  from  180  to  140  and  his  stress  test 
has  improved  markedly.  "You  are  in  and 
out  in  one  day  with  no  waiting.  . . .  The 
service  is  unbelievable,"  says  Pasqualini. 

Andrew  Conrad,  who  sold  his  diagnostic 
business  for  $72  million  to  Laboratory 
Corp.  of  America  in  2000.  He  put  $12  mil- 
lion into  the  clinic.  A  physical  there,  he 
says,  "is  like  a  human  tune-up.  We  can 
prescribe  everything  from  exercise  to 
cooking  lessons  for  your  chef?' 

For  those  who  don't  have  chefs,  CHLI 
includes  a  "wellness  kitchen"  where  people 
can  learn  healthy  recipes.  Downstairs  is 
$10  million  worth  of  diagnostic  equip- 
ment, including  a  magnetic  resonance 
imaging  machine,  a  64-slice  CT  scanner 
and  a  bone  densitometer.  A  dermatology 
suite  has  nearly  $1  million  worth  of  lasers 
for  anyone  who  needs  his  face  resurfaced. 
After  their  physicals  patients  get  a  DVD 
and  bound  report  with  all  their  test  results. 

My  exam  cost  $3,400  and  included 
sessions  with  a  dietician,  exercise  trainer 
and  clinical  psychologist.  The  sleep  study 
was  $2,150  extra.  Each  patient  gets  a  pri- 
vate suite  of  exam  rooms.  Mine  was  called 
the  Belladonna  suite  (after  a  dangerous 
herbal  remedy  of  yore)  and  included 

WHAT  YOU  GET 

The  California  Health  &  Longevity  Institute 
recently  performed  an  extensive  executive 
physical  on  me.  Here  is  what  you  can  get  and 
how  much  it  costs: 


Main  Exam:  $3,400 

75-minute  medical  history  with  doctor  plus  full  exam 

•  Oral  health  exam 

•  Electrocardiogram 

•  Glaucoma  test 

•  Stool  test 

•  Prostate  exam 

•  Lung  function  test 

•  Hearing  test 

•  Vision  test 

•  Extensive  blood  test 
«  Skin  exam 

•  Body  fat  analysis 

•  50-minute  consult  with  dietician 

•  50-minute  meeting  with  exercise  physiologist 

•  50-minute  consult  with  clinical  psychologist 

•  50-minute  hypnotherapy  session 
(Substituted  for  free  spa  session) 

Extras  I  Ordered: 

Sleep  study  in  hotel  room  (normally  done 
when  sleep  apnea  is  suspected):  $2,150 

•  Vitamin  D  blood  test:  $43.55 

•  Alternative  medicine  consultation  with 
acupuncture:  $350.00 

TOTAL  PRICE:  $5,943.55 

Extras  I  Could  Have 
Ordered: 

Healthy  cooking  lesson:  $125 

•  Stress  test  with  echocardiogram:  $850 

•  Bone  density  test 
(for  those  at  risk  of  osteoporosis):  $300 

•  CT  lung  screening 
(for  former/current  heavy  smokers):  $350 

•  CT  coronary  calcium  score 
(for  people  with  multiple  heart  risk  factors):  $350 

•  Laser  skin  resurfacing  and  tightening:  $900  per 
treatment 
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The  Siemens  answer:  Early  detection  and  prevention. 


Siemens  is  combining  state-of-the-art  laboratory  diagnostics  with  imaging  technologies  with  the  goal  of 
allowing  disease  detection  at  the  earliest  stages.  Molecular  medicine  will  also  contribute  to  this  goal, 
particularly  for  diseases  like  cancer  or  Alzheimer's.  And  advances  in  healthcare  IT  will  make  healthcare 
systems  more  efficient  -  and  even  enable  more  specific  care  for  patients,  www.siemens.com/answers 


Answers  for  life. 


SIEMENS 


Executive  Health 


SAFE  OR  SORRY 

The  results  of  some  of  the  more 
unusual  tests  done  during 
my  exam. 

Body  fat  percentage:  14.1% 
SAFE:  I  am  moderately  lean. 

Lipoprotein-associated 
phospholipase  A2  blood 
test  (measures  artery 
inflammation):  1 70  nanograms 
per  milliliter 

SAFE:  Mine  indicates  lower  risk  of  heart 
disease.  High  risk  is  above  235. 

Blood  mercury  level:  7.50  micrograms 
per  liter 

SAFE:  LabCorp.'s  acceptable  range  is 
below  14.9. 

Vitamin  D  blood  level:  19.10  ng/ml 
SORRY:  I'm  deficient  in  vitamin  D. 
Could  be  lack  of  sun.  A  reading  above  32 
is  optimal. 

Dental  bite  analysis:  59%  of  force  on 
the  right  side,  41  %  on  the  left 
SORRY:  My  bite  is  unbalanced,  with 
more  pressure  on  the  right  molars. 

8-hydroxy-2'-deoxyguanosine  urine 
test:  4.27  nanograms  per  milligram  of 
creatinine 

This  experimental  tesi. 
measures  a  by-product  of  DNA  damage. 
Levels  can  vary  between  1  and  1 6. 


plush  armchairs  and  an  armoire  for  my 
clothes.  After  a  blood  draw,  internist 
Philip  Barr  spent  75  minutes  getting  my 
medical  history  while  I  ate  a  low-fat  blue- 
berry muffin  and  fresh  berries  brought  in 
by  an  attendant.  "Medicine  was  set  up  to 
take  care  of  sick  people.  We  are  set  up  to 
be  proactive  and  preventative,"  he  said.  "A 
lot  of  people  tell  me  by  the  end,  'You  know 
me  better  than  the  doctor  at  home.'" 

Then  came  an  exam  that  included  my 
eyes,  ears,  lungs  and  prostate.  All  were  fine. 
An  electrocardiogram,  however,  spotted 
something  the  computer  insisted  was  "left 
atrial  enlargement."  Dr.  Barr  reassured  me 
it  was  almost  certainly  an  electrical  artifact, 


but  he  gave  the  results  to  an  affiliated 
UCLA  cardiologist  for  a  second  opinion 
just  to  be  sure. 

After  this  I  was  escorted  down  to  the 
basement,  where  I  stripped 
down  to  my  boxers  and 
climbed  into  the  Bod  Pod, 
a  $42,000  egg-shaped  gizmo 
that  uses  air  displacement  to 
estimate  body  fat  percentage. 
Bod  Pod  whirred  and 
clicked  for  a  few  seconds  and 
spit  out  a  body  fat  percent- 
age of  14.1% — about  the  same  result  my  $50 
scale  gives  at  home  using  electrical  current. 
(Bod  Pod's  maker  says  its  machines  are  much 
more  accurate.) 

The  next  stop  was  a  most  unusual 
dentist  visit.  Instead  of  cleaning  my  teeth, 
Roger  Thai  spent  an  hour  examining  my 
bite  and  jaw  structure.  He  had  me  bite 
down  on  a  device  called  a  T-Scan  that  con- 
tains 2,000  pressure  sensors.  It  made  a 
movie  of  my  bite  and  graphed  the  results 
on  an  overhead  monitor.  During  the  exam 
CHLI  dental  director  Stanley  Golden,  who 
was  working  in  his  Brentwood  office,  chat- 
ted with  me  via  videoconference  on  the 
wide-screen  TV  in  front  of  me.  "Most 
dentists  are  busy  looking  for  a  hole  to  drill 
and  fill,"  he  said.  "We  take  care  of  the  entire 
chewing  mechanism." 

My  mechanism?  Not  so  good.  Four 
telltale  signs  of  tooth  grinding  and  a  bite 
that  Thai  called  unstable  and  unbalanced. 
"Below  average,"  Thai  intoned  sternly.  "I'd 
be  concerned.  It  is  going  to  get  progres- 
sively worse."  Fixing  it  would 
require  making  a  teeth  mold 
followed  by  a  series  of  fillers 
and  shavings  to  balance  the 
bite.  Likely  cost:  $3,000  or 
more,  not  including  a  rec- 
ommended $1,200  bite 
guard  to  stop  nighttime 
tooth  grinding. 

The  next  appointment  was  better,  a  con- 
sultation and  acupuncture  treatment  from 
Steven  Tan,  a  UCLA-affiliated  doctor  who 
studies  how  Eastern  medicine  techniques  can 
reduce  stress.  By  the  time  he  came  in  to  re- 
move the  needles,  I  was  almost  asleep. 

Blood  and  urine  test  results  rolled  in 
all  afternoon  and  into  the  next  morning. 
Beyond  the  usual  tests,  CHLI  charts  all 


sorts  of  extra  parameters  including  three 
measures  of  arterial  inflammation  and  an 
experimental  test  that  looks  in  my  urine 
for  DNA  damage.  I  passed  most  every- 
thing except  that  my  bad  cholesterol  was 
slightly  high  (something  my  home  doctor 
had  also  noticed,  at  considerably  less  cost). 
Dr.  Barr  suggested  trying  a  slow-release 
niacin  supplement  for  this. 

The  sleep  test  also  was  normal,  except 
for  a  delayed  onset  of  rapid-eye-move- 
ment sleep,  with  unknown  medical  signif- 
icance. In  our  time  together  he  learned  all 
about  my  working  wife,  two  little  kids  and 
70-minute  commute.  "Honestly,  I  think 
your  fatigue  is  more  likely  related  to  being 
overstressed  and  overcommitted,"  said 
Barr.  "You  are  burning  the  candle  at  both 
ends."  He  suggested  meditating  on  the 
train  home.  I'll  have  to  try  that  some  time. 

As  far  as  my  quirky  EKG,  Barr  recom- 
mended a  stress  test  with  an  echocardio- 
gram. CHLI  could  do  it  immediately  for 
$850.  I  decided  to  take  my  chances  at  my 
hospital  in  New  Jersey. 

It  took  40  minutes  on  the  phone  to 
schedule  the  test.  The  first  available 
appointment  was  in  a  month.  I  miss  the 
Belladonna  suite  already.  F 

WHERETO  GET  CHECKED  UP 

Center  for  Partnership  Medicine,  Northwestern 
Memorial  Hospital,  Chicago,  $3,000  to  $5,000 
centerforpartnershipmedicine.com, 
312-926-1300 


Mayo  Clinic,  Rochester,  Minn., 
$2,500 

mayoclinic.org/executive-health, 
507-538-3270 

Canyon  Ranch/Cleveland  Clinic 
Tucson,  Ariz.,  $3,700  in  Tucson  or 
$3,000-53,500  in  Cleveland 
executivehealthprogram.com, 
800-742-9000 


California  Health  &  Longevity 
Institute,  Westlake  Village,  Calif.,  $3,400 
chli.com,  888-575-1114 

MDVIP  (available  in  19  states) 
Annual  Fee:  $1,500 
mdvip.com,  866-696-3847 

Concierge  Choice  Physicians  (available  in  8  states) 
Annual  Fee:  $1,500-52.500 
choice.md,  877-888-5565 


78      FORBES      DECEMBER  24,  2007 


or 
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an  innovative  Multi  Laser  Optical™  system,  the  LC  Super  Blu  player  allows  you  to  experience  full  HD  from  both  Blu- 
disc  and  HD  DVD.  Combine  it  with  a  compatible  1080p  TV.  such  as  one  of  LCs  new  Plasma  or  LCD  models,  and  your 
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of  the 


f  N  THE  EVENING  OF  NOV.  6,  IN  THE  PACKED 

m%   Rockefeller  Center  salesroom  of  Christies 
ll  auction  house,  four  buyers  were  vying  for 
1  a  1955  Picasso  oil  of  Jacqueline,  the  artists 
W  second  wife.  As  the  bidding  quickly  rose 
'%     above  $20  million,  five  members  of  a 
family  of  international  art  dealers  named 
Nahmad  watched  from  their  seats  in  the  middle  of  the 
expensively  attired  crowd.  David  Nahmad,  60,  together  with  his 
two  older  brothers,  had  purchased  the  painting  in  May  1995  at 
Sotheby's  for  $2.6  million.  The  winning  bid:  $30.8  million, 
including  the  auction  houses  12%  commission.  The  family  made 
a  tenfold  gain  over  a  12 -year  holding  period.  It  was  a  profitable 
night,  indeed,  for  the  Nahmads.  Earlier  a  Modigliani  they  had 
bought  privately  in  London  five  months  before  for  $18  million 
had  also  sold  for  $30.8  million. 

Outside  the  art  world  the  Nahmads  are  scarcely  known.  Within 
it  they  are  admired  and  feared,  and  viewed  variously  as  powerful, 
greedy  and  sharp-elbowed  Yet,  over  45  years  they've  become 


How  the  Nahmad 
family  made  billions 

trading  art,  and 
why  so  many  people 
in  the  art  world 

can't  stand  them. 


BY  SUSAN  ADAMS 


Deep  pockets: 
David  Nahmad 
(center)  flanked 
by  his  nephew 
(left)  and  son, 
both  named  Helly 
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11  Monet  and  PiCaSSO  are  like  Microsoft  and  Coca-Cola," 
says  David  Nahmad.  "We  know  the  return  is  less  big  than  on 
contemporary  painting,  but  at  least  it's  (TIOrG  SGCUTG. 


influential  megadealers  of  modern  and  impressionist  works  by  a 
stable  of  well-known  names,  from  Monet  and  Matisse  to  Renoir  and 
Rothko.  Christopher  Burge,  honorary  chairman  of  Christies  New 
York,  says:  "The  Nahmads  have  sold  more  works  of  art  than  anybody 
alive."  If  you  exclude  auctioneers,  that  statement  is  probably  true. 

In  his  day  job  David  Nahmad  is  a  risk-taker,  trading  millions 
of  dollars  in  currencies  and  commodities,  as  well  as  betting  hun- 
dreds of  thousands  on  backgammon  in  Monte  Carlo — he  holds  the 
1996  world  title.  But  when  it  comes  to  art,  he's  a  Vanguard  mutual 
fund.  "I  like  to  buy  value,"  says  Nahmad.  He  eschews  contempo- 
rary showmen  like  Jeff  Koons  and  Richard  Prince,  whose  work  he 
dismisses  as  overvalued  "luxury  products."  He  prefers  artists  who 
make  art  history,  focusing  on  pieces  created  at  crucial  moments — 
for  instance  a  Monet  from  1873,  a  turning  point  for  impressionism, 
or  a  Miro  from  1924,  an  important  date  for  surrealism. 

"Monet  and  Picasso  are 
like  Microsoft  and  Coca- 
Cola,"  he  says.  "We  know 
the  return  is  less  big  than  on 
contemporary  painting  but 
at  least  its  more  secure." 

The  other  piece  of  his 
strategy:  Buy  and  hold. 
Most  dealers  keep  their 
stock  of  artwork  lean,  un- 
able to  afford  to  hold  more 
than  a  few  dozen  paintings 
at  a  time  before  they  sell 
them.  By  contrast  the  Nah- 
mads, sons  and  grandsons 
of  a  prosperous  banker 
from  Aleppo,  Syria,  sit  on 
a  literal  warehouse  of  art.  Their  treasures  take  up  15,000  square  feet 
of  a  duty-free  building  next  to  the  airport  in  Geneva.  What's  inside? 
"It's  a  secret,"  says  David  Nahmad.  But  three  sources  in  a  position 
to  know  say  the  warehouse  contains  between  4,500  and  5,000  works 
of  art,  worth  somewhere  between  $3  billion  and  $4  billion.  The 
Nahmads'  holdings  include  300  Picassos,  worth  some  $900  million. 
If  that  isn't  the  largest  Picasso  collection  outside  a  museum,  it's  beaten 
only  by  what's  in  the  Picasso  family. 

"In  this  business,  ownership  of  the  work  is  key'  explains  a  New 
York  dealer.  "If  you're  just  brokering  the  work,  you  can  only  mark 
it  up  a  certain  amount."  The  Nahmads  set  their  own  prices,  and  they 
decide  when  the  time  is  right  to  sell. 

"The  only  reason  we  sell  is  to  fuel  our  ability  to  buy'  says  David's 
son  Helly,  29,  who  runs  a  gallery  in  the  posh  Carlyle  Hotel  on  Madi- 
son Avenue.  (Helly's  cousin,  also  named  Helly  Nahmad  after  their 


Sold:  This  Modigliani  went  for  $30.8 
million.  The  Nahmads  paid  $18  million. 


Bought:  The  Nahmads  paid  $1 3.7  million  last  year  for  "Le  peintre  et 
son  modele,"  by  Pablo  Picasso.  Now  they  want  $40  million. 

grandfather  Hillel  in  the  Sephardic  Jewish  tradition,  runs  a  gallery 
in  London.)  And  while  there  is  a  cost  to  holding  that  inventory,  the 
family's  currency  business  helps  support  their  art  strategy.  The 
Nahmads  won't  reveal  the  size  of  their  currency  portfolio,  but  a  source 
close  to  the  family  pegs  its  value  at  $1  billion. 

The  Nahmad  art  inventory  is  so  sweeping  that  almost  every- 
one who  deals  in  impressionist  and  modern  work  has  crossed  the 
family's  path  at  some  point.  Some  say  the  experience  has  been  less 
than  genteel.  The  main  gripes:  The  Nahmads  change  the  terms  of 
deals  at  the  last  minute  and  are  slow  to  pay.  One  dealer  who  has 
done  a  number  of  transactions  with  the  family  recounts  a  time  when 
David's  London  nephew  changed  the  price  of  a  painting  after  the 
two  had  agreed  on  a  number.  "They  don't  stick  to  their  word,  and 
they  don't  stick  to  their  deals,"  he  says. 

"It's  extraordinarily  difficult  to  extract  money  from  them,"  says 
another  prominent  dealer,  who,  like  others,  won't  allow  his  name 
to  be  used  for  fear  of  getting  on  the  Nahmads'  bad  side. 

Nonsense,  says  David:  "Once  we  strike  a  deal,  we  honor  a  deal." 
Says  nephew  Helly,  about  changing  the  agreed-upon  price:  "I've  never 
done  that  in  my  life." 

The  Nahmads'  style  is  also  messier,  and  louder,  than  more  se- 
date types  in  the  art  world  would  prefer.  "They  have  screaming  fights 
in  the  gallery'  says  a  source  who  has  been  close  to  the  family  for  a 
long  time.  In  the  auction  room,  where  they  come  out  in  force,  bring- 
ing along  wives  and  children  who  sometimes  disrupt  proceedings, 
the  Nahmads  argue  with  each  other  even  while  they  are  bidding. 

Their  size  gives  them  leverage  to  negotiate  special  terms.  For 
example,  the  standard  payment  period  for  a  work  bought  at  auc- 
tion runs  30  days.  But  on  occasion  the  Nahmads  would  lay  out,  say, 
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For  generations  we've  been  part  of  the  local  community,  helping  in  ways  that  may  surprise  you.  Lil< 
contributing  over  $90  million  to  the  Muscular  Dystrophy  Association  and  providing  low-cost  heating  oil 
for  1.2  million  of  our  neighbors.  We're  the  people  of  CITGO,  and  we're  there  for  you  at  every  turn. 


10%  of  what  they  owed  For  the  balance,  they 
would  pledge  to  consign  paintings  for  the 
next  sale  six  months  later,  promising  the 
auction  house  it  could  draw  the  money  owed 
when  those  paintings  sold.  The  Nahmads 
have  sometimes  carried  a  debt  of  as  much 
as  $20  million  at  a  single  house. 

"Every  so  often  a  new  financial  guy 
would  come  in  and  say,  'What's  with  these 
people?  Why  aren't  they  paying?"'  recalls  a 
former  employee  of  an  auction  house.  "But 
most  of  the  cards  were  in  their  hands." 
David's  son  Helly  insists  those  special 
arrangements  are  in  the  past.  "We've  got  a 
tremendous  amount  of  cash,"  he  insists. 
"We've  sold  more  than  we've  purchased." 

Unlike  most  other  dealers,  the  Nahmads 
buy  and  sell  much  of  their  inventory  through 
auction  houses.  So  auction  house  staffers  do 
the  work  of  verifying  authenticity.  And  if  a 
buyer  needs  hand-holding  and  consultations 
with  decorators,  spouses  and  art  advisers,  it  will  be  another  dealer 
who  will  do  the  work. 

The  Nahmads  also  use  auctions  to  support  the  price  of  work 
they  own.  In  London  in  October,  for  instance,  they  spent  $3  mil- 
lion at  Sotheby's  and  Christie's  buying  five  paintings  by  Italian  Lucio 
Fontana,  known  for  the  slashes  he  cut  in  his  monochrome  canvases. 
They  also  bid  on  four  other  Fontanas,  driving  prices  up.  "It's  called 
defending  your  inventory'  explains  David's  son  Helly.  "We  have  100 
Fontanas  in  Switzerland,  so  if  you  pay  a  lot  of  money  for  one  at 
auction,  in  theory,  it  makes  the  other  100  worth  more  money" 


The  Nahmads  paid  $2.6  million  for  this  Picasso 
of  wife  Jacqueline  and  sold  it  for  $30.8  million 


mads  sell  their  art  from  a  concrete  room  in 
Geneva." 

The  instigator  of  the  family's  art  passion 
is  Giuseppe  Nahmad,  David's  75-year-old 
brother.  In  the  1950s  and  1960s  Giuseppe, 
known  as  Joe,  was  living  a  lavish  lifestyle 
of  Ferraris,  Rolls-Royces  and  glamorous 
companions,  including  Rita  Hayworth, 
according  to  David.  (In  1948  the  family  left 
Syria  for  Beirut  where  they  already  had  a 
home;  they  moved  to  Milan  in  1960.) 
Friends  nicknamed  Joe  "Farouk,"  after  the 
extravagant  Egyptian  king.  Joe  decorated  his 
apartments  in  Rome,  Milan,  Portofino  and 
London  with  art  he'd  purchased,  including 
works  by  Magritte,  Leger  and  Dali.  Eccen- 
tric and  acquisitive,  Joe  is  a  hoarder,  says 
his  31 -year-old  London  nephew  Helly:  "If 
Uncle  Joe  bought  a  suitcase,  he  didn't  buy 
just  one  suitcase;  he  bought  20." 

Joe  paid  for  his  pleasures  with  his  finan- 
cial trades,  but  in  1963  his  bets  turned  south  and  he  found  himself 
short  of  cash.  So  he  had  his  younger  brothers  Ezra  and  David,  then 
teenagers,  hawk  some  of  his  paintings.  (In  a  second  conversation 
David  changes  this  story,  insisting  the  motivation  to  sell  was  demand 
by  dealers  hot  for  Joe's  artwork.)  In  any  case,  Milan  was  host  to  a 
burgeoning  art  scene,  and  the  brothers  found  plenty  of  buyers. 

Fluent  in  French  from  their  youth  in  Lebanon  (the  family  still 
speak  French  among  themselves),  David  and  Ezra  started  traveling 
to  Paris  where  the  art  market  was  quieter,  picking  up  Picassos,  Cha- 
galls  and  Miros  on  the  cheap  and  then  returning  to  sell  them  for 


"There  are  dealers  who  present  artwork  as  CJfGSt  hlHTI3n 
CrG3tlOnS#  on  galleries  with  red  velvet  walls.  The  Nahmads  sell 

their  art  from  a  concrete  room  in  Geneva." 


In  the  end  the  auction  houses  might  need  the  Nahmads  more 
than  the  Nahmads  need  them.  During  deep  art  slumps  in  the  early 
1970s  and  early  1990s  the  Nahmads  acquired  art  in  bulk.  In  a 
Kandinsky  auction  at  Sotheby  Parke  Bernet  in  1971  the  Nahmads 
bought  half  of  the  paintings.  Observes  New  York  dealer  Jeffrey  Deitch: 
"They  are  like  a  major  brokerage  firm  in  the  stock  market;  the 
market  needs  a  force  like  this  to  function." 

Its  this  kind  of  talk,  treating  art  as  if  it  were  an  oil  future,  that 
makes  purists  in  the  art  world  cringe.  Dealers  like  Daniel-Henry 
Kahnweiler  in  Paris  used  his  livelihood  to  champion  the  early  cubists 
and  to  showcase  Picasso.  The  Nahmads  (who  say  they  bought  more 
than  200  Picassos  from  Kahnweiler's  gallery)  operate  as  secondary- 
market  merchants  rather  than  supporters  of  the  arts.  "There  are  deal- 
ers who  present  artwork  as  great  human  creations,  on  galleries  with 
red  velvet  walls,"  notes  one  prominent  New  York  dealer.  "The  Nah- 


50%  and  100%  gains  in  Milan.  David  says  he  financed  his  buyers, 
allowing  them  to  pay,  say,  $5,000  a  month  for  a  $60,000  painting. 
David  would  take  out  a  bank  loan  against  the  IOU  and  use  the  cash 
to  buy  more  art — "Like  when  you  sell  automobiles,"  he  says. 

Gregarious,  engaging  and  comfortable  in  seven  languages,  David 
cultivated  relationships  with  the  likes  of  dealer  Kahnweiler  and  bil- 
lionaire art  collector  Baron  Hans  Heinrich  Thyssen-Bornemisza,  who 
bought  works  by  Picasso,  Kandinsky  and  Italian  futurist  Giacomo 
Balla.  Ezra,  18  months  David's  senior,  often  traveled  with  his  brother, 
but  a  more  introverted  personality  led  him  to  play  a  less  public  role. 

In  the  1970s  the  brothers  expanded  their  travels,  trading 
works  among  auction  houses  and  galleries  in  Europe,  New  York, 
Los  Angeles,  Sao  Paulo  and  Buenos  Aires.  Known  for  their 
encyclopedic  memories,  the  Nahmads  capitalized  on  price 
differentials  between  markets.  Price  transparency  in  the  art 
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market  was  still  years  away,  so  buyers  in  New  York  remained 
ignorant  of  prices  fetched  recently  in  London  or  Paris. 

"Joe  is  an  absolute  genius,"  says  New  York  dealer  David  Nash, 
who  used  to  run  the  impressionist  and  modern  paintings  depart- 
ment at  Sotheby's.  "You  can  call  him  at  three  in  the  morning  and  he 
will  remember  what  price  he  paid  for  a  painting,  what  currency  he 
used  and  what  the  exchange  rate  was  at  the  time." 

When  the  speculative  art  boom  hit  Japan  in  the  1980s,  the  broth- 
ers pounced.  Mostly  the  Nahmads  served  as  wholesalers  to  clients 
like  the  Fuji  Television  Gallery  in  Tokyo.  The  Nahmads  amassed 
so  much  cash  selling  to  the  Japanese  during  the  1980s  that  when 
the  art  crash  hit  in  1989,  they  kept  on  buying,  at  fire-sale  prices, 
boosting  their  inventory. 

Over  the  years,  say  friends  and  family,  Joe  Nahmad 
changed,  from  outgoing  and  extravagant  to  reclusive.  He  has 
remained  unmarried,  living  at  various  times  in  Marbella,  Paris 
and  Monte  Carlo,  leaving  it  to  his  brothers  and  brokers  to 
execute  trades.  Though  David  insists  Joe  suffers  from  poor 
health  and  has  curtailed  his  involvement,  a  half-dozen  sources 
who  know  the  family  maintain  that  Joe  remains  in  charge. 
Stories  about  him  abound,  many  of  them  underlining  his 
aversion  to  paying  for  things.  London  art  dealer  Ivor  Braka 
recalls  a  breakfast  at  Les  Deux  Magots  in  Paris,  where  Joe  con- 
sumed 14  croissants.  When  the  waiter  tallied  the  bill  and  asked 
Joe  how  many  hed  eaten,  Braka  says  Joe  answered,  "Two  or 
three."  Joe  never  tips  waiters,  says  his  London  nephew  Helly. 

Joe  Nahmad  had  his  brushes  with  the  law,   

according  to  a  1994  feature  in  ArtNews,  the 
only  long  story  ever  written  about  the  fam- 
ily. Joe  was  arrested,  imprisoned  and  fined  in 
Italy  for  possession  of  $70,000  worth  of  stolen 
British  pounds  in  1957,  the  story  says,  and 
in  1961  the  Italian  revenue  office  investigated 
him  for  failure  to  pay  taxes  on  $92  million 
in  stock  market  trades. 

Joe  only  gave  FORBES  a  brief  interview, 
to  respond  to  the  charges  aired  in  ArtNews. 
He  unwittingly  received  the  stolen  currency 
in  a  business  deal,  he  maintains.  He  was 
questioned  rather  than  detained,  and  he  was 
eventually  acquitted  of  all  charges.  The  Ital- 
ian revenue  investigation?  "Not  true,"  he  says. 

There  have  been  no  allegations  of  legal 
improprieties  in  recent  years,  save  for  a  sala- 
cious sexual  harassment  complaint  filed  in 
2005  by  an  employee  of  the  Helly  Nahmad 
Gallery  in  Manhattan.  "Art  Dealer  in  Kinky 
Sex  Suit,"  screamed  a  New  York  Post  head- 
line, "Gallery  Big  Wanted  '3- Way"  The 
Nahmads  settled,  and  both  sides  agreed  not 
to  talk  about  the  case. 

Over  the  last  decade,  as  the  eldest  sons 
of  David  and  Ezra  have  grown  up  and  joined 
the  family  business,  the  Nahmads  have 
raised  their  profile.  Davids  son  runs  a  sleek 


Manhattan  gallery  designed  by  architect  Peter  Marino,  while  his 
cousin  runs  an  elegant  6,000-square-foot  space  in  London's  tony 
Mayfair  district. 

Though  the  family  is  close,  there  are  tensions.  "My  son  likes 
publicity  a  lot,"  says  David,  frowning.  "I  don't  like  publicity''  David 
was  pained  when  his  London  nephew  bought  50  paintings  by  British 
contemporary  superstar  Damien  Hirst,  an  artist  whose  astronomi- 
cal prices  David  dismisses  as  speculative.  Ignoring  his  uncle's  opinion 
turned  out  to  be  good  business.  He  made  500%  on  his  investment 
in  the  space  of  five  years.  A  graduate  of  London's  prestigious 
St.  Paul's  School  who  also  attended  the  Courtauld  Institute  of  Art  in 
London,  David's  nephew  fits  easily  into  snobbish  art  world  circles. 

Not  so  David's  son,  wfio  dropped  out  of  an  art  course  at  Christie's 
in  1997.  He  displays  a  brash,  streetwise  manner,  frequenting  hip  night- 
clubs and  hanging  out  with  celebrities  like  stuntman  David  Blaine 
and  actor  Johnny  Depp.  "I'm  a  businessman,"  he  maintains.  "I  sell  a 
lot  of  paintings  to  many  collectors;  the  last  few  years  have  been  record- 
breaking  for  us." 

Manhattan  dealer  Jack  Tilton  says  he's  done  deals  with  the  New 
York  Helly  and  is  in  negotiations  with  him  about  the  family's  stock 
of  Monets.  "A  lot  of  this  material  is  drying  up,"  Tilton  notes.  "There 
are  very  few  sources." 

The  Nahmads  are  quite  familiar  with  the  law  of  supply  and 
demand.  Summing  up  his  family's  philosophy,  David  Nahmad  says: 
"There  is  very  little  art,  compared  to  the  amount  of  people  who  want 
to  buy  it."  F 


1.5  Million  Toys  RECALLED 

due  to  Lead  Paint  Content 


Overheating  Appliance  Cords  Result  in 

Product  Recalls 

There  are  millions  of  reasons 
why  everything  should  have 

TUVRheinland! 

To  succeed  in  today's  highly  competitive  retail  climate  you  need  to 
focus  on  margins,  not  manufacturing  issues.  At  TUVRheinland "',  we 
know  this.  That's  why  our  Global  Retail  Solutions  group  works  with 
you  and  your  vendors  to  cover  virtually  every  step  of  the  process  from 
sourcing  through  sell-through.  With  over  a  century  of  experience  in 
overseeing  everything  from  design  to  delivery,  our  international  team 
of  experts  are  there  watching  your  back — and  your  bottom  line. 

Call  for  a  custom  consultation: 
1-TUV-Rheinland  (1-888-743-4652) 


A 


TUVRheinland5 

Precisely  Right. 


©  2007  TUVRheinland' 


'ESSE  JAMES,  A  DISTANT  RELATIVE  OF  THE  OUTLAW 
from  the  1880s,  nervously  scans  his  e-mail  on  a  recent  afternoon 
from  a  tiny  office  inside  his  250,000-square-foot  motorcycle  shop 
in  Long  Beach,  Calif.  He's  searching  for  a  reaction  from  a  customer: 
Robert  Wheeler,  chief  executive  of  Airstream,  who  is  paying 
$300,000  for  one  of  the  most  elaborate  masterpieces  James'  shop 
had  ever  produced — a  gleaming  silver  motorcycle-with-sidecar  to 
commemorate  Airstream's  75th  anniversary.  James  and 
his  welders  machined,  riveted  and  hammered  18-gauge 
steel  and  razor-thin  aluminum  into  a  space-age-look- 
ing vehicle,  applying  some  of  the  same  construction 
methods  Airstream  uses  in  its  shiny  luxury  trailers.  "I 
can't  wait  for  Wheeler  to  see  it,"  James  says. 

Word  soon  came.  "It's  an  absolute  work  of  art,"  says 
Wheeler. 

Custom  bikes  inspire  certain  passions.  Lauren  Hut- 
ton  was  a  20-year-old  nightclub  waitress  when  she  had 
her  first  encounter  with  one.  Riding  to  work  on  her  clunky 
Vespa,  she  heard  the  roar  of  a  motorcycle  that  pulled 
alongside  her  at  a  stoplight.  The  guy  astride  a  customized 
Indian  Motorcycle  bike,  Steve  McQueen,  exchanged 
glances  with  her.  "Hey, 
sweetheart!"  he  yelled  "You 
want  to  see  how  a  movie  is 
made?"  Hutton  nodded, 
flashing  her  gap-toothed 
grin,  and  followed  him  to 
the  set  of  The  Cincinnati 
Kid.  It  was  her  entree  into 
the  world  of  cycling,  a  four- 
decade  adventure  that  has 
vastly  enlarged  her  circle  of 

famous  friends  (see  box,  p.  92)— and  which  nearly  killed 
her  in  a  2000  accident. 

What  makes  a  handmade  bike  different  from,  say,  a 
$120,000  MV  Agusta  F4CC  with  a  200hp  engine?  Custom- 
builts  approach  the  power  and  speed  of  racers,  but,  as 
one-of-a-kinds,  they  also  reflect  the  distinctiveness  and 
eccentricities  of  the  builder  and  the  owner.  They  confer 
status  and  satisfy  a  basic  need  for  exhibitionism.  Typically 
they  cost  $25,000  to  $150,000,  depending  on  the  degree 
of  customization.  At  James'  garage  bikes  are  built  from  the 
ground  up  and  can  take  800  hours  to  fabricate.  They  look 
and  feel  dangerous:  "ape  hanger"  handlebars  force  the  rider 
to  reach  for  their  grips;  engines  are  set  to  growl  as  loudly 
as  thunder;  the  guts  of  the  bike— carburetors  and  transmis- 
sions— are  purposefully  exposed  as  menacing  visual  lures. 


Perhaps  100  custom  builders  ply  this  trade  in  the  U.S.  Jesse 
James'  garage,  West  Coast  Choppers,  is  a  sprawl  of  warehouses  in 
a  rundown  neighborhood  of  wrecking  yards  and  auto  body  shops. 
He  has  recently  opened  a  diner  next  door  called  Cisco  Burger, 
named  for  his  one-toothed  pit  bull,  whose  portraits  adorn  the  walls 
of  the  restaurant.  Inside  James'  compound  is  a  metalworker's  dream. 
Steel  is  stretched  and  shrunk  using  planishing  hammers,  jig  mills 
and  Yoder  roll-forming  machines.  There  are  nine  power  hammers 
operated  by  foot  pedals,  including  a  1940s  model  once  used  by 
the  Nazis  to  make  wing  sections  for  Messerschmitt  fighter  planes. 
Like  many  builders,  James  reels  in  60%  of  his  estimated  $5  mil- 
lion in  annual  sales  from  his  line  of  200  parts,  which  he  manu- 
factures, from  black  organ  exhaust  pipes  to  Maltese  Cross  axle 
covers.  He  calls  his  hand-hammered  fenders  "rollers"  (slang  for  a 
police  car)  and  has  used  Civil  War  cavalry  swords  as  suicide  shifters. 


They  look  and  feel 
dangerous:  a  bike-with- 
sidecar  made  for 
Airstream's  chief 
executive  by  Jesse 
James;  Russell  Mitchell's 
"Mad  Max"  Exile,  built 
for  Chris  Cornell; 
builder  Paul  Cox  and 
"Bone  Crusher," 
created  for  Brad  Pitt 
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James  has  hand-built  bikes  for  trial  lawyers,  investment 
bankers  and  celebrities  like  Kid  Rock  and  Keanu  Reeves.  The 
custom  builder  has  clocked  HOmph  on  motorcycle  trips  with 
Wal-Mart  executives.  He  says  his  backlog  is  three  years  deep  and 
includes  a  bike  for  Robert  Nardelli,  Chryslers  new  chief,  who 
has  to  wait  in  line  like  everyone  else.  "I  won't  make  a  bike  for 
someone  I  don't  like,"  says  James,  who  is  married  to  actress 
Sandra  Bullock.  "My  hands  won't  do  it." 

Kid  Rock  owns  three  of  James'  handmade  models.  "When  I 
dump  out  the  clutch  on  one  of  Jesses  bikes,"  he  says,  "it's  like  being 
on  a  rocket."  Brad  Pitt  prefers  work  by  Paul  Cox  and  Keino  Sasaki, 
a  pair  of  builders  who  churn  out  a  mere  six  bikes  a  year  in  a  former 
wine  warehouse  near  the  Brooklyn,  N.Y.  waterfront.  Inside  the 
cluttered  shop  a  sign  reads:  "Visitors  will  be  shot.  Survivors  will  be 
shot  again."  Pitt's  bikes,  nicknamed  "Bone  Crusher"  and  "When 
Push  Comes  to  Shove,"  are  outfitted  with  features  that  come  in 
handy  when  fleeing  paparazzi.  Most  builders  like  to  stretch  a  bikes 
frame  dramatically.  Cox  kept  the  extension  of  the  frame  of  Pitt's 
bikes  to  a  mere  2  inches  and  put  a  modest  30-degree  rake  in  the 


neck  of  the  bike.  He  installed  a  horizontal  piston  that  rides  along 
the  fork  as  a  steering  damper.  All  this  adds  stability  at  high  speeds. 
The  bike  also  delivers  Pitt  a  smooth  ride  along  L.A.'s  potholed 
streets.  His  bikes  are  equipped  with  a  Rigidaire  pneumatic  seat 
suspension  system  developed  by  Cox  that  absorbs  vibrations  using 
a  small  compressor  and  two  air  shocks  under  the  seat. 

Owners  are  fiercely  protective  of  their  machines.  Chris  Cor- 
nell, lead  singer  for  Audioslave  and  vocalist  on  the  title  track  for 
the  last  James  Bond  movie,  demonstrated  his  loyalty  at  a  stoplight 
in  North  Hollywood  last  year.  One  moment  he  was  straddling  his 
jet-black  $55,000  custom  Exile  cycle.  The  next,  he  found  himself 
flying  through  the  air,  having  been  walloped  from  behind  by  a 
speeding  truck.  Dazed  but  without  any  broken  bones,  Cornell 
flipped  open  his  cell  phone  and  madly  dialed  for  help — not  for 
himself,  but  for  his  Exile  cycle.  Minutes  later  a  tattooed  English- 
man with  a  blond  mohawk  arrived.  It  was  Russell  Mitchell,  the 
man  who'd  made  the  bike.  He  retrieved  the  smoking,  crushed  two- 
wheeler  and  brought  it  back  to  his  shop  for  repair.  With  just  a  few 
cuts  and  scrapes,  Cornell  was  back  in  the  studio  that  afternoon. 


"When 


dump  out  the  clutch  on  one 

of  Jesse's  bikes,  it's  like  being  on  £1  TOCKGt. 
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Custom  jobs  are  prized  by  lesser  mortals,  too.  Andrew  (A.J.) 
Herold,  a  Manhattan  hedge  fund  consultant,  has  had  two 
machines  built  at  $25,000  to  $50,000  apiece.  "These  bikes  are 
assets  I  can  enjoy  nowf  he  says.  His  builder  is  Farmingdale,  N.J. 
customizer  William  Dodge,  who  created  one  bike  for  Herold 
using  a  1947  Harley  flathead  engine  and  another  using  a  1966 
shovelhead  engine  (that  is,  with  a  domed  combustion  chamber). 
Herold  has  called  Dodge  in  the  middle  of  the  night  and  on  week- 
ends for  road  assistance.  He  once  dialed  his  savior  while  Dodge 
was  in  bed  with  his  girlfriend.  "Bill,  I'm  losing  compression!" 
yelled  Herold  as  he  gunned  his  engine  in  neutral.  Dodge  deter- 
mined the  problem  was  a  blown  gasket;  the  bike  was  out  for 
months.  Herold  was  crushed.  Motorcycles  are  his  ticket  to  bike 
shows  and  block  parties  thrown  by  custom  builders.  He  has  also 
struck  up  friendships  on  scenic  bike  tours  along  the  East  Coast. 

Collector  Frank  Cotroneo,  a  real  estate  developer  and 
restaurateur  in  Bernardsville,  N.J,  owns  22  bikes — 15  of  them 
custom,  which  set  him  back  $1.2  million.  Why  so  many?  "You 
need  three  kinds  of  custom  bikes,"  he  says.  "One  for  long 
hauls,  one  for  looking  cool  and  one  as 
a  sport  bike  for  flying  around  curves." 
Reason  number  two  often  predomi- 
nates. Says  Cotroneo:  "I  love  pulling  up 
to  a  stoplight  and  having  a  hard-core 
biker  give  me  a  nod  of  respect,  then  ask 
how  I  installed  my  suicide  clutch."  He 
refers  to  a  vertical  shifter  requiring  a 
dicey  maneuver  to  change  gears — grip- 
ping the  shaft  with  his  left  hand  as  he 
depresses  the  clutch  pedal  with  his  left  foot, 
steering  with  one  hand.  Cotroneo  has  no 
patience  for  stock  Harleys,  with  their  cushy 
hand-clutch  transmissions  and  factory  paint  jobs.  "There's  noth- 
ing worse  than  pulling  into  a  motorcycle  rally  and  discovering 
that  20  people  bought  the  same  bike  that  you  did." 

Never  discount  the  bad-boy  appeal.  On  a  recent  afternoon  at 
the  shop,  Kid  Rock,  formerly  married  to  Pamela  Anderson, 
showed  up  at  James'  shop  and  recounted  what  happened  at  a 
White  House  reception  he  attended  recently.  "I  was  drinking  a  Jim 
Beam  with  Donald  Rumsfeld,  talking  about  Iraq,"  says  Rock. 
"Then  I  heard  this  voice  behind  me,  'Roooock,  you're  a  good 
man.'  It  was  the  President.  He  slapped  me  a  high  five,"  recalls 
Rock,  guffawing  as  he  puffs  on  a  cigar.  Rock's  visit  to  Washington 
went  more  smoothly  than  his  trip  to  Atlanta  in  November.  After 
a  performance  with  his  band  he  was  arrested  for  punching  a  fel- 
low diner  at  a  Waffle  House.  The  victim  apparently  wasn't  a  biker. 

Like  Nascar,  custom  biking  is  sneaking  into  middle  America. 
There  are  now  a  handful  of  reality  shows  on  cable  TV  devoted  to 
the  subject.  The  longest  running,  the  Discovery  Channel's  Amer- 
ican Chopper,  is  about  the  Teutuls,  a  family  of  feuding  custom - 
motorcycle  mechanics.  They're  not  arguing  over  money:  Since 
the  series  launched,  the  Teutuls  have  done  ads  for  Hewlett- 
Packard,  AOL,  Lugz  Boots  and  the  Wall  Street  Journal. 

One  slight  hurdle  for  this  collecting  sport:  the  frequency  of 
mishaps.  Last  summer  custom  builder  Billy  Lane  plowed  his  pickup 


Vroom  Mates 

ne  of  the  most  successful  shows  in  the  68-year 
history  of  the  Solomon  R.  Guggenheim 
Museum  had,  in  lieu  of  Kandinskys  and 
Chagalls,  130  motorcycles.  The  1998  traveling 
exhibit,  "Art  of  the  Motorcycle,"  offered  up  a 
century  of  biking  history,  from  a  1868  Michaux-Perreaux 
steam-powered  machine  to  a  Massimo  Tamburini  mv 
Agusta  F4  racer.  Thanks  in  part  to  cycle  club  members,  it 
broke  all  of  the  Guggenheim's  attendance  records  (1.5  mil- 
lion visitors  in  New  York,  Las  Vegas  and  Bilbao,  Spain).  It  was 
also  a  hit  with  celebrity  bikers  who  formed  their  own  group 
after  the  show:  the  Guggenheim  Motorcycle  Club. 

Its  high-wattage  members  still  ride  together  each  year 
to  exotic  destinations,  cruising  at  breakneck  speeds  to  the 
,   -i   Austrian  Tyrol  and  the  Italian 
-jfX   Dolomites,  stopping  at  castles 
«  /       I   for  lunch.  Matrix  star 

^  '^!*t^'' 1   Laurence  Fishburne  is  one  of 
■f*  :fj>m  the  club's  early  members. 

"  .-^■1    ^e  owns  a  custom  2000 

f'  00f       "'  1    Indian  Chief,  a  BMW  100  GS 

""^      \Jr   '        \  and  a  Ducati  916.  "Jeremy 
I   Irons  is  our  road  captain, 
40k^        i  1  Thomas  Krens  [director  of 

ml   the  Solomon  R.  Guggen- 
1   heim  Foundation]  is  pres- 
^^^^^^^^^^^      ident  and  Lauren  Hutton  is 
Lauren  and  the        sergeant  at  arms,"  says  Fishburne. 
boys:  Their  riding       "She's  the  one  who  can  kick  ass  and 
club  grew  out  of       take  a  beating.  I'm  the  chaplain." 
the  Guggenheim       Come  again?  "I  have  a  motorcycle 
Museum's  most        prayer  tnat ,  say  before  every  ride(  - 

successful  exhibit.  ....  , ,     _  . 

says  Fishburne,  one  of  the  few  mem- 
bers who  has  managed  to  avoid  a 
serious  cycling  accident.  His  closest  call  was  in  Russia  after  he 
smoked  pot  with  fellow  members,  something  he  says  he 
rarely  does.  "I  had  Frank  Gehry,  the  world's  greatest  living 
architect,  on  the  back  of  my  bike."  Suddenly,  Fishburne 
thought  he  was  going  into  a  fishtail.  "I  started  to  freak 
out,"  he  recalls,  but  kept  the  bike  steady.  "It  was  probably 
the  most  foolish  thing  I  ever  did  on  a  motorcycle."  — D.S. 


head-on  into  a  biker,  killing  the  man  instantly  (he  now  faces 
manslaughter  charges).  Indian  Larry,  a  motorcycle  stuntman  and 
builder,  died  three  years  ago  after  tumbling  off  his  cycle  from  a  stand- 
ing position  at  a  bike  show.  Lauren  Hutton  barely  survived  her  2000 
accident.  "I  landed  like  an  arrow,  head  first,  then  my  body  rolled 
for  170  feet  across  4-foot  boulders,"  she  recalls.  A  crushed  sternum, 
multiple  fractures  to  her  right  leg  and  a  collapsed  lung  resulted  in 
a  long  hospital  stay.  And  yet,  she  keeps  the  pieces  of  her  destroyed 
BMW  650  in  her  New  York  City  apartment  "Someday  I'll  have  some- 
one reassemble  it,"  she  says — perhaps  a  custom  builder.  F 


Lauren  and  the 
boys:  Their  riding 
club  grew  out  of 
the  Guggenheim 
Museum's  most 
successful  exhibit. 
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bad  cholesterol  39-60%*. 
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When  diet  and  exercise  are  not  enough. 
*Average  effect  depending  on  dose. 

DR.  ROBERT  JARVIK- Inventor  o/Wjc  Jarvik  Artificial  Heart 


And  I  take  Lipitor  because 
it  does  even  more  than  lower 
my  cholesterol. 

>  Unlike  some  cholesterol-lowering 
medicines,  Lipitor  is  approved  by 
the  FDA  to  reduce  the  risk  of  heart 
attack,  stroke  and  certain  kinds  of 
heart  surgery  if  you  have  several 
common  risk  factors  for  heart  disease. 


Lipitor  is  one  of  the  most  researched 
medicines  with  over  400  ongoing  or 
completed  clinical  studies. 


Ask  your  doctor. 
Call  1-888-LIPITOR  (1-888-547-4867) 
Or  find  us  on  the  web  at  www.lipitor.com 


IMPORTANT  INFORMATION:  LIPITOR  is  a 
prescription  drug.  It  is  used  in  patients  with  multiple 
risk  factors  for  heart  disease  such  as  family  history, 
high  Wood  pressure,  age,  low  HDL  ('good' 
cholesterol)  or  smoking  to  reduc  e  the  risk  of  heart 
attack,  stroke  and  certain  kinds  of  heart  surgery. 
When  diet  and  exercise  alone  are  not  enough, 
LIPITOR  is  used  along  with  a  low -fat  diet  and 
exercise  to  lower  cholesterol. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those 
with  liver  problems.  And  it  is  not  for  women  who 
are  nursing,  pregnant  or  may  become  pregnant  .  If 
you  take  LIPITOR,  tell  your  doctor  if  you  feel  anv 
new  muscle  pain  or  weakness.  This  could  be  a  sign 
of  rare  but  serious  muscle  side  effects.  Tell  your 
doctor  about  all  medications  you  take.  This  mav  help 
avoid  serious  drug  interactions.  Your  doctor  should 
do  blood  tests  to  check  your  liver  function  before 
and  during  treatment  and  mav  adjust  your  dose.  The 
most  common  side  effects  are  gas,  constipation, 
stomach  pain  and  heartburn. They  tend  to  be  mild 
and  often  go  away. 

Please  see  additional  important  injormation  on  next  paqc. 

When  diet  and  exercise  alone  are  not  enough, 
adding  LIPITOR  can  help.  LIPITOR  is  one  of  many 
cholesterol-lowering  treatment  options  that  you 
and  vour  doctor  can  consider. 


afion/astatin  calcium 

tablets 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  heip,  no  matter  your  age  or  income.  (f5|nf. 
You  may  even  qualify  for  free  Pfizer  medicines.  Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com. 
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IMPORTANT  FACTS  Q 


LlF^ITOr*  (LIP-ih-tore) 

atorvastatin  calcium 


LOWERING  YOUR 
HIGH  CHOLESTEROL 

High  cholesterol  is  more  than  just  a  number,  it's  a  risk 
factor  that  should  not  be  ignored.  If  your  doctor  said 
you  have  high  cholesterol,  you  may  be  at  an  increased 
risk  for  hear)  attack.  But  the  good  news  is,  you  can 
take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol-lowering 
medicine  like  LIPITOR.  along  with  diet  and  exercise, 
you  could  be  on  your  way  to  lowering  your  cholesterol. 


Ready  to  start  eating  right  and  exercising  more?  Talk  to 
your  doctor  and  visit  the  American  Heart  Association 
at  www.americanheart.org. 


WHO  IS  LIPITOR  FOR? 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•  Adults  and  children  over  10 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or  may 
become  pregnant.  LIPITOR  may  harm  your  unborn 
baby.  If  you  become  pregnant,  stop  LIPITOR  and 
call  your  doctor  right  away. 

•  Women  who  are  breast-feeding.  LIPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 


BEFORE  YOU  START  LIPITOR 

Tell  your  doctor: 

•  About  all  medications  you  take,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 


ABOUT  LIPITOR 

LIPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C). 

LIPITOR  can  lower  the  risk  of  heart  attack  or  stroke  in 
patients  who  have  risk  factors  for  heart  disease  such  as: 

•  age,  smoking,  high  blood  pressure,  low  HDL-C. 
heart  disease  in  the  family,  or 

•  diabetes  with  risk  factor  such  as  eye 
problems,  kidney  problems,  smoking,  or 
high  blood  pressure 
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POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other  medicines 
with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  check  your  liver  before  you  start  LIPITOR  and 
while  you  are  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 
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•  Brown  or  dark-colored  urine 

•  Feeling  more  tired  than  usual 
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If  you  have  these  symptoms,  call  your  doctor 
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The  most  common  side  effects  of  LIPITOR  are: 
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taking  LIPITOR  because  of  side  effects. 

HOW  TO  TAKE  LIPITOR  ' 
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your  doctor. 
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•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 
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EIGHT  FRIENDS  GATHER  ON  A 
recent  night  at  a  private  home, 
surrounded  by  pine  trees,  in  a 
gated  community  outside 
Rome.  Smoke  curls  about  the 
study,  a  Victorian-style  room 
packed  with  tooled  leather  books,  gilt- 
framed  oil  paintings,  busts,  overstuffed 
chairs.  Tonight  Ubi  Maior,  a  new  cigar  club, 
is  convening.  The  host,  Salvatore  Parisi,  a 
52-year-old  psychologist,  is  the  only  mem- 
ber who  hasn't  struck  a  match.  Instead  he 
initiates  a  visitor  into  the  art  of  smoking  a 
Cuban  stogie.  Step  one:  adoration. 

First  out  of  the  humidor  is  a  25-year- 
old  Dunhill  Estupendo — anything  but 
stupendous  looking,  though  it  is  said  to  be 
worth  $1,200.  Parisi  purses  his  lips  and 
plants  a  kiss  on  it  before  returning  it  to  its 
reliquary.  Next,  a  fistful  of  pre-Castro 
cigars  in  plastic,  resembling  shriveled  old 
men  too  small  for  their  pants.  They  date 


.That's 

Amore 

For  Salvatore  Parisi,  there  is  nothing  more 

beloved  than  Cuban  cigars- 

60,000  of  them  j  BY  BERNARD  CONDON 


from  an  age  when  hundreds  of  brands, 
instead  of  the  30  officially  sanctioned  now, 
competed  on  the  island  in  capitalist  frenzy. 
They  bear  names  like  Por  Larranaga  and 
Maria  Guerrero,  and  when  Parisi  holds  one 
to  the  light  you  can  see  a  little  green  from 


age  has  discolored  the  band.  Then  he  leans 
over  a  second  humidor,  straightens  up  and 
holds  a  cigar  aloft  with  all  ten  fingers,  like  a 
priest  raising  the  Host.  "This  is  the  Dunhill 
Cabinetta,"  he  says.  More  kisses  now,  twice 
blessed.  Cost:  $200  apiece.  Parisi  strokes 
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the  cigar  with  a  finger.  "Like  silk,"  he  whis- 
pers. The  room  seems  to  go  silent.  Then  a 
heavyset  friend  in  the  crowd  reaches  for 
the  punch  line:  "Let's  smoke  it."  Parisi 
glowers. 

In  his  workaday  life  Parisi  runs  the 
Scuola  Romana  Rorschach,  an  institute 
in  Rome.  He  teaches  the  techniques  of 
reading  personality  quirks  and  preoccu- 
pations from  what  people  say  they  see 
in  ink  blots,  providing  analysis  to  the 
Italian  courts  and  to  the  Vatican,  which 
wants  clues  to  a  person's  state  of  mind 
before  deciding  on  a  marriage  annulment. 


You  can  imagine  what  Parisi  daydreams 
about — even  as  he  ponders  questions 
on  behalf  of  the  Apostolic  See.  "I'm  not 
sure  if  God  exists,"  he  muses.  "But  if  He 
does,  I'm  sure  He  smokes  cigars — only 
Cubans." 

Married  and  childless,  Parisi  spends 
nearly  all  his  free  time  with  cigars,  meeting 
with  smoking  clubs,  planning  trips  to 
Cuba  to  buy  them,  inspecting  cigars, 
touching  them,  occasionally  even  smoking 
them.  And  when  he  does  so,  it's  preferably 
alone,  on  the  couch  in  front  of  his  fire- 
place. "I  never  smoke  [merely]  out  of 


habit,"  he  says.  That  would  be  intensely 
disrespectful  to  his  stash  of  60,000  Cuban 
cigars,  worth,  perhaps,  $2.5  million.  Many 
of  them  he  keeps  in  a  roughly  35-square- 
foot,  mahogany-paneled  room  in  his  base- 
ment, which  houses  boxes  of  cigars  piled 
on  shelves  to  the  ceiling  and  in  columns 
rising  a  few  feet  off  the  floor.  Just  outside 
the  room  sits  a  140-pound  bale  of  Cuban 
tobacco.  Among  his  favorites:  15  Cohiba 
Behikes,  which  have  doubled  in  value  in 
the  past  year  to  $750  each. 

By  his  own  admission  Parisi  is  a 
hoarder.  Easy  with  a  laugh  or  an  arm 
around  the  shoulder,  the  man  insists  on 
having  everything  just  so.  That's  true  of 
his  bespoke  sports  jackets,  shirts,  shoes, 
boxer  underwear.  What  he  likes  he  buys 
in  bulk  for  fear  it  will  run  out.  A  dresser 
in  his  closet  is  stuffed  with  his  favorite 
red  leather  gloves,  of  which  he  wears 
one  pair  once  a  year.  When  rumor  had  it 
that  the  maker  of  his  favorite  English 
lavender  soap  was  going  out  of  business, 
Parisi  ordered  dozens  of  boxes.  He  is  an 
unapologetic  monarchist  (Italy  hasn't 
had  a  king  since  before  Mussolini)  and 
keeps  a  photo  of  Queen  Elizabeth  in  his 
office. 

His  love  affair  with  Cubans  began 
when  he  was  22,  with  an  H.  Upmann 
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.and  your  wine  selected  by  a  renowned  sommelier,  you  may  begin  to  expect  this  level  of  excellence  every  time  you 
dine.  With  Japan  Airlines,  exceptional  service  is  also  assured  throughout  your  journey  and  you  can  earn  valuable  miles 
with  JAL  Mileage  Bank  or  your  preferred  oneworld®  carrier's  program.  Also,  as  a  qualified  oneworld  tier  member, 

, you're  eligible  for  exclusive  privileges  like  priority  check-in  and  access  to  JAL's  worldwide  lounges,  www.ar.jal.com 
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Tivoli  Audio®  Music  System  shown  in  Beige/Walnut:  $599.99  as  shown.  Other  finishes  available  for  slightly  more. 


This  is  your  life.  Get  the  good  stereo. 


Beauty,  simplicity  and  unbeatable  sound  performance. 

The  Tivoli  Audio  Music  System  delivers  full  stereo  sound 
like  nothing  else.  "The  SpacePhase®  audio  setting  provides 
a  noticeable  improvement  over  regular  stereo.  Music  sounds 
fuller,  with  more  midlevel  detail."  (Wired- Editors  Pick, 
Best  of  Test) 

Reviewers  are  consistent  in  their  praise.  "A  CD  player 
and  radio  with  iPod®  capabilities  in  one  sleek  package- 
nothing  looks  better  or  sounds  better  than  the  Tivoli  Audio 
Music  System."  (GQ-Best  Stuff  of  the  Year) 

The  multi-layered,  beveled  wood  cabinet  is  available  in 
your  choice  of  seven  finishes.  There  is  no  shortage  of 
lesser  alternatives.  Get  the  good  stereo. 


Tivoli  Audio®  Music  System 

Digital  AM/FM/CD  Hi-Fi  System:  $599.99  as  shown. 
Other  finishes  available. 

ORDER  TODAY.  30  DAY  RISK-FREE  TRIAL.* 

Visit  musicsystem.tableradio.com  or  phone  us  toll-free 
1.888.848.6546.  Enter  code  EX1217  for  free  delivery. 


Financing  available.  As  low  as  $99.00/month  with 
no  interest  or  down  payment  required.** 

Visit  tivoliaudio.com  to  buy  direct,  find  a  dealer  near  you, 
or  see  the  complete  line  of  Tivoli  Audio  products. 


Enter  Coupon  Code  EX1217  at  checkout  for  free  UPS  Ground  Shipping.  Expires  01/01/08. 

*30  Day  risk-free  trial  begins  tram  date  of  purchase.  Buyer  responsible  tor  return  shipping  costs.  "Offer  available  to  qualified 

customers-see  musicsystem.tableradio.com  tor  details.  Sales  tax  where  applicable  not  included.  Offer  expires  01/01/08. 
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L^oes  your  business  need  a  great  east  coast  location?  Then  welcome  to  Loudoun  County,  VA,      r  V,RG'N|*  "^It^ 
just  25  miles  from  Washington,  D.C.  and  the  home  to  Washington  Dulles  International  Airport.  Getting 
here  is  easy.  Just  hop  on  any  of  the  20  daily  flights  from  San  Francisco.  A  lot  of  smart  people  are  here,  from  sawy 
vintners  to  entrepreneurial  CEOs,  and  there  are  plenty  of  reasons  why.  Access  to  the  federal  government,  connections 
to  technology  giants  like  AOL,  Verizon  Business,  Orbital  Sciences  and  the  world-renowned  Howard  Hughes  Medical  Institute 
Janelia  Farm  Research  Campus.  Miles  and  miles  of  high-speed  fiber-optic  technology,  seven  historic  towns  and  some  of 
America's  most  gorgeous  horse  country.  We  know  you  love  San  Francisco.  And  for  similar  reasons,  we  think  you'll  love 
Loudoun  too.  To  learn  more,  pleas,e  visit  chooseloudoun.com  or  better  yet,  to  arrange  a  tour  of  Loudoun,  call  1.800.loudoun 
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Style  that  you  will  always  desire.  Performance  that  will  arouse  your  senses.  No  wonder  this 
Bang  &  Olufsen  Ultimate  Home  Cinema  system  is  the  one  item  you  will  never  let  go  of. 
Find  your  nearest  Bang  &  Olufsen  showroom  at  800  716  5292  or  visit  www.bang-olufsen.com. 


BANG  &  OLUFSEN 


Bang  &  Olufsen  Townsend  695Townsend  Street  San  Francisco,  CA  415  626  7580 
Bang  &  Olufsen  Union  Square  353  Sutter  Street  San  Francisco,  CA  415  274  3320 

Some  Call  It  Custom...  We  Call  It  Bang  &  Olufsen.  For  more  information  about  our  nationwide  network  of  Custom  Installation  Centers  visit  www.bang-olufsen.com 
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Small 
Businesses 
with  Big 
Ambitions. 

Grow  your  business  with  BroadbandAccess. 

Get  high-speed  wireless  access  to  files,  e-mail  and  the  Web, 
so  you  can  stay  productive  in  or  out  of  the  office.  With  24-hour 
support  and  America's  Most  Reliable  Wireless  Network  behind 
you,  your  small  business  can  be  bigger  than  you  think. 


Limited-time  Offer. 

USB720  Modem 

$14.99 

n      each  when  you  sign  up  for  5  or 

more  lines  of  BroadbandAccess. 

$49.99  ($99.99  less  $50  mail-in  rebate)  for  a 
single  line.  New  2-yr  activation  req'd  per  line. 
While  supplies  last. 


To  learn  more  about  our  wireless  solutions,  consult  with  a  small  business  representative. 
verizonwireless.com/mybusinessrep  1.866.566.8333 


Activation  fee/line:  $35.  IMPORTANT  CONSUMER  INFORMATION:  Subject  to  your  Major  Account  Agreement  or  Customer  Agreement,  Calling  Plan,  rebate  form  and  credit  approval.  Up  to  $175 
early  termination  fee/line.  In  CA:  Sales  tax  based  on  Ml  retail  price  of  phone.  If  more  than  5GB/line/rnonth,  we  presume  use  is  for  non-permitted  uses  and  may  limit  throughput  speed  to  200 
Kpbs;  see  brochure  for  prohibited  and  permitted  usage.  BroadbandAccess  is  available  to  more  than  210  million  people  in  245  major  metropolitan  areas  in  the  U.S.  Offers  and  coverage 
not  available  everywhere.  Network  details  and  coverage  maps  at  vzw.com.  While  supplies  last  Shipping  charges  may  apply.  Rebate  takes  up  to  6  weeks.  ©  2007  Verizon  Wireless. 
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Aromatico  he  bought  out  of  curiosity  from 
some  Russians  in  a  Rome  market.  He 
smoked  it,  then  ran  back  and  cleaned  the 
place  out.  Soon  after,  he  tried  a  Davidoff 
4000.  "From  that  moment  I  was  obsessed," 
he  says.  In  those  days  Cuban  cigars  were 
hard  to  come  by  in  Rome,  but  travelers 
coming  from  abroad  could  bring  in  50 
each.  Parisi  pressed  stewardesses  and 
friends  to  buy  for  him.  He  developed  a 
taste  for  the  "softer,  more  delicate"  flavor  of 
cigars  aged  for  three  years  or  even  decades. 

When  Parisi  took  his  first  trip  to  Cuba 
in  1996,  newly  made  "fresh"  cigars  were 
hot,  and  so  he  was  able  to  load  up  on  old 
favorites  on  the  cheap.  On  return  visits 
he  started  collecting  old  cigar  molds  (he 
now  owns  200)  and  old  books,  pamphlets 
and  dissertations,  going  door  to  door 
in  Havana  to  buy  them  up — until  word 
spread  of  the  crazy  gringo  and  prices  shot 
up.  On  one  early  trip  he  joined  a  Cuban 
friend  on  a  long,  bumpy  ride  to  the  Santa 
Clara  region  to  taste  a  new  kind  of  cigar. 
At  1 1  p.m.  the  two  pulled  up  at  a  dark 


"When  I  go  back  to  Cuba,  I  keep  looking 
for  that  cigar,"  says  Parisi,  quick  to  add 
that  he  never  trades  or  resells  them.  He 
has  rollers  in  Havana  make  him  cigars 
with  Pele  de  Oro  tobacco  and,  in  the 
50-odd  trips  he's  taken  to  Cuba  since  that 
drive  in  the  country,  he's  ordered  more 
and  more  and  has  had  bands  made  for 
them  bearing  his  name. 

On  his  trips  Parisi  occasionally  makes 
time  for  other  activities,  like  teaching  at  a 
psychiatric  hospital  in  Havana.  He  also 
spent  two  months  in  a  cigar  factory  in  the 
capital,  learning  how  to  roll.  On  later  trips 
he  brought  plant  workers  anti-inflamma- 
tories  and  asthma  drugs.  "There  were  no 
dentists,  no  doctors,"  he  recalls.  Once  he 
attended  a  meeting  there  of  La  Cumbre 
("The  Summit"),  a  club  of  elite  cigar 
aficionados,  including  a  Moscow  clothes 
retailer,  a  Chicago  collector  of  pre-Castro 
cigars  and  a  cigar  merchant  from  the 
Cayman  Islands. 

At  Ubi  Maior  the  group  breaks  for 
dinner,  a  buffet  of  porchetta  (pork  stuffed 


"Smoking  a  H3V8D3  cigar  is  like  having 

sex  with  a  a  real  woman." 


house  with  a  dirt  floor  and  no  electric- 
ity— "a  place  I  wouldn't  even  put  my  dog," 
Parisi  recalls.  (Make  that  13  dogs,  all 
dachshunds.)  A  wrinkled  old  man  came 
shuffling  toward  Parisi  in  the  candlelight. 
He  held  out  a  crude,  lumpy  cigar:  a  Pelo 
de  Oro  ("Golden  Hair").  Love  at  first  puff. 

To  many  smokers  a  Pelo  de  Oro  seems 
overpowering.  Parisi's  common-law  wife, 
Susanna  Massimi,  once  broke  out  in  hives 
when  she  touched  its  leaves.  (She,  for  her 
part,  is  not  allowed  to  wear  perfume  or 
put  cream  on  her  hands  when  entering 
the  basement  sanctorum.)  Dark,  resinous 
and  furry  like  sage,  the  Pelo  de  Oro  plant 
is  prone  to  disease  and  easily  infects  other 
crops.  It's  largely  for  that  reason  that  the 
Castro  regime  limits  its  distribution  and 
that  people  talk  about  it  in  whispers. 
Though  the  strain  is  now  grown  in  other 
countries — Costa  Rica,  for  example — its 
still  largely  a  cigar  for  Cuban  campesinos. 


with  rosemary  and  olive  oil),  pasta  fagioli, 
slabs  of  salty  pecorino  cheese  and  rum 
cake.  Then  out  come  the  cigars  again. 
Parisi  is  still  not  smoking.  Finally,  a 
Marcello  Mastroianni  look-alike  in 
narrow  pants  and  thick  glasses  emerges 
from  downstairs  with  a  new  cigar.  "Ah, 
questo  va  bene"  Parisi  exclaims. 

The  Pelo  de  Oro  has  arrived.  Parisi  runs 
his  eyes  down  it,  then  a  finger.  He  grabs  a 
magnifying  glass  and  points  to  a  diagonal 
edge  of  leaf  tucked  inside  the  rounded 
mouth  end  of  the  cigar.  A  craftsman's 
touch,  he  says,  so  the  leaf  doesn't  unravel 
after  it  is  clipped  for  smoking.  He  cuts  the 
tip,  lights  the  cigar  and  hands  it  to  a  guest. 
The  air  thickens  with  a  deep,  rich  smoke. 

"Smoking  a  Havana  cigar  is  like 
having  sex  with  a  real  woman,"  says  Parisi. 
"If  the  parallel  seems  ridiculous,  you  don't 
know  Havanas— or  you  don't  know  real 
women."  F 
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There  are 
many  proven, 
effective  ways 
to  reduce 
stuttering. 

Doing  nothing 

is  not 
one  of  them. 


We  can  help,  but 
you  have  to  take 
the  first  step. 
We're  here  for  you. 


■ THE 
Stuttering 
I  Foundation8 


A  Nonprofit  Organization 


1-800-992-9392 
www.stutteringhelp.org 

3 100  Walnut  Grove  Road,  Suite  603 
RO.  Box  11749  •  Memphis,  TN  38111-0749 


What's  Hot 

A  widespread  economic  slowdown  could  start  to  cool  off  the 

market  for  art  and  collectibles.  Until  then—ouch!  BY  SUSAN  ADAMS 


China  Ware 

CHINESE  CONTEMPORARY  ART  CONTINUES  TO  SMASH  RECORDS. 
At  a  Nov.  14  Sotheby's  sale  in  New  York  City,  paintings  by  Fang 
Lijun  and  Zhang  Xiaogang  fetched  $4  million  and  $5  million, 


respectively,  including  Sotheby's  surcharge.  Eleven  days  later,  at 
Christie's  Hong  Kong  auction,  a  set  of  14  drawings  by  Cai  Guo- 
Qiang,  50,  brought  $9.5  million.  What's  selling?  Everything  from 
political  pop  art  to  cynical  realism — like  Yue  Minjun's  gruesome 
"Execution"  (above),  with  the  victims  bearing  his  trademark  face- 
splitting  grin,  which  sold  for  $6  million  at  Sotheby's  in  London 
this  fall.  Buyers  aren't  just  Asians;  the  gallery  owned  by  British 
adman  and  megacollector  Charles  Saatchi  has  lately  been  buy- 
ing more  and  more  Chinese  contemporary  art. 

Rock  Stars 

They  may  not  be  forever,  but  diamonds  sure 
are  for  now.  Guess  clothing  cofounder 
Georges  Marciano  paid  $16.2  million  for  an 
84.37-carat  white  diamond  at  Sotheby's  Nov.  14 
auction  in  Geneva.  Colored  stones  are  particu- 
larly hot:  Christie's  sold  a  2.26-carat  purplish-red 
diamond  for  $2.7  million  to  billionaire  jeweler  Laurence  j, /g^g 
Graff;  at  an  Oct.  8  Sotheby's  sale  in  Hong  Kong  a  1 ' 
6.04-carat  blue  diamond  (above)  brought  $8  million. 


Enemy  Territory 


Iran  may  be  the  West's  pariah,  but  its  contemporary  artists  are 
bringing  notice  and  high  prices.  Their  work  runs  from  the 
calligraphy-based  to  the  abstract  and  even  the  figurative  (tradi- 
tionally, Islamic  art  favors  the  calligraphic  over  depictions  of 
animals  or  humans).  "Heech,"  a  bronze  sculpture  (top  right)  by 
Parviz  Tanavoli,  reached  $178,000  at  an  Oct.  24  Sotheby's  sale 


in  London;  an  oil  painting  by  Mohammad 
Ehsai  sold  for  $217,000.  A  week  later  a 
Christie's  sale  in  Dubai  bested  Tanavoli's 
record,  with  a  year-old  sculpture  bringing 
$337,000.  Another  top  Iranian  seller  in 
Dubai:  A  2007  work  by  Farhad  Moshiri, 
made  of  thousands  of  crystals  mounted  on 
canvas,  depicting  a  map  of  the  world, 
hammered  down  at  $60 1 ,000.  Petrodollars 
are  behind  a  lot  of  sales,  but  Europeans 
and  Americans  are  buying,  too. 


Money  Shot 


Once  dismissed  as  the  poor  commercial  cousins  of  fine  art 
photography,  fashion  shots  are  now  the  rage.  A  risque  picture  by 
Helmut  Newton — "Office  Love," 
showing  a  suited  man  atop  a  desk, 
stretching  himself  over  a  woman — 
brought  $25,000  at  a  Christie's  auction 
late  last  year.  The  same  shot  fetched 
$52,000  just  six  months  later.  In  April 
"The  Mainbocher  Corset"  (left),  one 
of  several  works  by  longtime  Conde 
Nast  photographer  Horst  P.  Horst, 
went  for  $288,000  at  a  Christies 
auction  in  New  York  City. 

Take  Notes 

Old  banknotes  attract  coin  collectors,  history  buffs  (early  Amer- 
ican currency  was  produced  by  the  colonies,  then  by  private  banks) 
and  lovers  of  intricate  artistry.  Some  of  the  coolest:  the 
"Watermelons,"  high-denomination  bills 
whose  zeroes  resemble  the  fruit.  A 
$  1 ,000  Treasury  note  from  1 890  went  for 
$2.3  million  last  December  in  a  sale  by 
J  Heritage  Auction  Galleries  of  Dallas;  in 
May  2007  a  $100  Watermelon  brought  $143,000.  The  same  note 
sold  only  eight  months  earlier  for  $80,500.  F 


■ Fort)CS      F°r  3  snaPshot  °f  what's  happened  to 
•com     prices  over  the  last  five  years  in  two  dozen 
categories — from  American  folk  art  and  old  master  drawings  to 
watches  and  wines — go  to  www.forbes.tom/smartcollecting08. 
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ADVERTISEMENT 


UNCOMPROMISING  PERFORMANCE. 


THE  NEW  ASCENT  |  Ti 

Its  sculpted  curves  speak  of  a  machine  built  for  speed  and 
agility.  It  is  engineered  to  deliver  an  unparalleled  sensory 
experience.  It  is  equipped  with  technology,  support  and 
bespoke  services  that  prepare  its  owner  for  an  international 
luxury  lifestyle. 

Yet  it  is  neither  a  grand  complication  timepiece  nor  a  high- 
performance  sports  car. 

It  is  the  new  Ascent  Ti,  the  latest  luxury  mobile  handset 
from  Vertu. 


A  PRECISION  HANDCRAFTED  INSTRUMENT 

The  Ascent  Ti  looks  and  feels  like  a  fine-tuned  machine,  with 
a  chassis  of  titanium.  For  global  roaming  and  3G  data  per- 
formance, the  Ascent  Ti  is  equipped  with  quadband  GSM 
and  wideband  CDMA.  Sound  is  an  essential  part  of  the  expe- 
rience, with  outstanding  high-fidelity  acoustics  and  bespoke 
ringtones  by  James  Bond®  composer  David  Arnold. 

Meanwhile,  Vertu  Concierge  lifestyle  assistance  is  available 
24  hours  a  day  from  virtually  anywhere  in  the  world,  while 
Vertu  Fortress  synchronizes  and  stores  private  data  via  a 
high-security  server  in  an  ex-military  bunker  in  England. 

Like  the  most  uncompromising  race  cars,  the  Vertu  Ascent  Ti 
is  born  of  a  singular  drive;  to  create  the  world's  finest 
mobile  phone. 


VERTU 


www.vertu.com 


Insights  Peter  Huber 


TOYOTA'S 
MPG  GAME 


AYBE  THE  PEOPLE  WHO  ARE  RUNNING  TOY- 
ota  are  just  smarter  than  your  average  Amer- 
ican green.  Anyone  planning  an  energy  future 
from  a  desk  in  Tokyo  should  be.  Japan  needs 
a  serious  plan  for  an  oil-free,  carbon-free 
energy  future  more  than  any  other  economic  power  on  the 
planet.  Its  tiny,  densely  populated,  fantastically  productive 
islands  are  carbon  free — no  oil,  no  natural  gas,  no  coal. 

Back  here  in  the  States  the  manufacturer  of  the  hybrid  Prius, 
ever  so  frugal  and  clean,  has  joined  U.S.  carmakers  in  opposing 
new  gas-mileage  mandates  from  Washington.  When  political 
push  came  to  shove,  as  furious  greens  see  it,  Toyota  chose  to 
defend  its  huge,  retrotech  Sequoia  SUV  and  Tundra  pickup 
rather  than  back  Washington's  attempt  to  whip  the  whole  indus- 
try into  the  future.  Here's  another  possibility:  Toyota  knows  that 
Washington's  meddling  is  the  one  thing  that  might  mess  up  the 
company's  hybrid-centered  competitive  strategy.  In  the  coming 
decade  Toyota  will  use  its  hybrid  technology  to  meet  and 
beat  any  fleetwide  fuel-economy  standards  that  Washington 
might  conceivably  mandate,  with  or  without  Toyota's  political 
support. 

Toyota  wants  to  sell  cars  worldwide,  but  its  strategic  vision  is 
surely  influenced  by  Japan's  interests,  too.  Electricity  from  ura- 
nium is  the  one  form  of  energy  that  Japan  can  generate  abun- 
dandy,  cheaply  and  reliably.  The  raw  fuel  is  readily  available  from 
politically  stable  allies  and  is  easy  to  stockpile.  Perched  on  slivers 
of  real  estate,  which  is  all  that  Japan  can  spare,  nuclear  plants 
dispatch  the  highest-grade  power  routinely  used  by  industrial 
societies  and  the  only  form  of  power  that  can  propel  post- 
industrial  digital  economies.  More  nuclear  electricity — Japan 
already  generates  a  lot — is  the  one  plan  that  can  guarantee  our 
most  important  Asian  ally  a  plentiful  supply  of  high-grade 
energy  at  a  stable  price  indefinitely  into  the  future. 

The  Prius  is  the  first  big  step  toward  a  practical,  run-of- 
the-mill,  cost-effective  car  that  can  draw  fuel  from  the  grid. 


A  hybrid  uses  big  banks  of  batteries.  It  has  room  for  them 
because  the  electric  drive  train  is  so  compact  and  light.  And  the 
next  step  for  hybrids  cars  is  to  recharge  the  batteries  from  the 
grid  whenever  they're  parked.  This  technology  is  merely  inter- 
esting in  North  America,  where  (doomsayers  notwithstanding) 
we  still  have  quite  a  lot  of  oil  within  quite  easy  reach.  For  Japan, 
it's  vital. 

It's  also  a  huge  economic  opportunity.  Taking  into  account 
the  fact  that  electricity  is  a  much  higher-grade  form  of  energy, 
nuclear  power  is  much  cheaper  than  oil.  Nuclear  power  is  also 
high-tech,  compact,  clean  and  unobtrusive— altogether  Japanese, 
one  might  say.  The  fit  is  just  too  compelling  to  miss.  Japan  will  go 
nuclear,  and  Toyota  will  go  hybrid  with  or  without  further  prod- 
ding from  Pdyadh  and  Washington. 

The  biggest  threat  facing  Toyota's  hybrid-electric  technology 
isn't  something  even  newer  and  more  radically  different;  it's  the 
old  technology  made  better  by  competitors  who  aren't  yet  ready 
to  follow  Toyota's  lead.  Over  the  course  of  the  last  century  Detroit 
doubled— and  then  redoubled— the  efficiency  of  conventional 

combustion  engines.  If  forced 
to  do  so,  Detroit  will  find  ways 
to  squeeze  another  10  miles  per 
gallon  out  of  gasoline  cars. 

It  already  has  plenty  of 
incentive.  Hundred-dollar  oil 
has  to  horrify  every  company 
that  sells  big  cars  and  trucks  as 
much  as  it  delights  every  honest 
green.  By  unsettling  supply 
lines,  boosting  demand  and 
doubling  the  price  of  oil,  politi- 
cal instability  in  the  Mideast 
and  economic  stability  every- 
where else  are  doing  far  more  to 
promote  efficiency  and  alternative  fuels  than  any  new  federal  law 
ever  could. 

But  it  does  take  time  for  consumers  to  change  habits  and 
replace  expensive  things  like  cars.  Fuel  prices  and  carbon  worries 
will  force  a  fundamental  shift  from  old  technology  to  new  only 
when  the  differences  between  the  old  and  new  become  sharp 
enough  to  convert  the  market  mainstream.  And  there  are  plenty 
of  ways  the  differences  could  be  kept  very  blurry  for  years  to 
come.  Gee-whiz  visionaries  routinely  underestimate  how  far 
tried-and-true  technology  can  be  stretched,  and  how  cheaply, 
when  it's  got  a  century  of  experience,  capital  and  mass  produc- 
tion straining  to  stretch  it. 

In  this  kind  of  contest,  old-tech  Detroit's  complacent  inertia 
may  play  a  key  role  in  letting  a  new  technology  gain  experience 
and  build  up  scale  economies"  of  its  own.  The  last  thing  Toyota 
needs  right  now  is  for  Congress  to  cattle-prod  Toyota's  competi- 
tors into  improving  the  efficiency  of  gasoline  cars.  F 


The  Prius  is  the 
first  big  step 
toward  a 
practical, 
cost-effective 
car  that  can 
draw  fuel  from 
the  grid. 


I  Forbes 


Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 


100      FORBES      DECEMBER  24,  2007 


or  them 
And  tlie 
Tom  the 


nd  ways 


of 


rack  as 
\'  honest 


NANCIAL 

ando,  FL  MERCANTILE  COMMERCIAL  CAPITAL,  LLC 
VARD:  "INC  Magazine's  500  Fastest  Growing" 
CC  is  the  acknowledged  nationwide  expert  in 
oviding  owners  of  small  to  mid-sized  businesses 
th  90%  loan-to-cost  owner-occupied  commercial 
al  estate  financing  through  their  SmartChoice™ 
ian  Program.  If  you  are  tired  of  your  rental 
rangement  call  MCC  today! 
1-866-622-4504... www. mercantilecc.com 


lONOMIC  DATA 

iscow,  ID  ECONOMIC  MODELING  SPECIALISTS  INC. 
VARD:  "America's  Fastest  Growing  Private 

impanies  "  EMSI  provides  integrated  regional  economic 
d  labor  market  data,  web-based  analysis  tools,  data-driven 
jorts  and  consulting  services.  EMSI  specializes  in  detailed 
ormation  about  regional  economies  for  assessment  and 
inning  purposes,  bringing  together  industry,  workforce,  and 
ucation  perspectives.. 

208-883-3500. ..www.economicmorJeling.com 


i  v 


HARMACEUTICAL 

tor,  MT  RIDGEWAY  PHARMACY,  LTD. 
VARD:  "Entrepreneur  Magazine  Hot  500" 

i  jgeway  Pharmacy,  Ltd.  is  one  of  the  largest  independent 
jail  order  pharmacies  in  the  Northwest.  Ridgeway  has 
Iperienced  phenomenal  growth  and  continues  to  provide 
1  best  mail  order  services  to  thousands  of  patients 
ttionwide.  FY  2007  sales  will  exceed  $20  million. 
.406-642-6040... www. ridgewayrx.com 


3MMUNICATI0NS 

ing,  TX  LATINO  COMMUNICATIONS  CORPORATION 
A/ARD:  "Entrepreneur  Hot  500  #297  Fastest 
iwing  Company  in  U.S."  Latino  Communications 
irp.  "Latino"  is  a  U.S.,  Texas  based  long  distance 
irrier  specialized  in  establishing  termination  routes 
Mexico  and  Central  and  South  America  countries  for 
bitching  and  delivery  of  U.S.  originated  calls. 
972-444-4556 ...  www .  latcom  m .  net 


ANUFACTURING 
adison.WI  ACCUWEB,  INC. 
/VARD:  "Wisconsin  Manufacturer  of  The  Year  for 
nail  Business"  ATDF,  Inc.  combines  customized, 
■protected  technology  development  and  commercial- 
ation  services  with  access  to  cutting-edge  silicon  pro- 
issing  and  prototyping  to  rapidly  bring  new  ideas  and 
>vel  technologies  to  manufacturing  at  reduced  costs. 
.512-356-7000. ..www.accuweb.com 


TECHNOLOGY 

Herndon,  VA  NEXIUS  WIRELESS 

AWARD:  "Hot  500  (103rd  fastest  growing)" 

Nexius,  a  trusted  partner  in  the  Wireless  Industry,  is  dedicated 
to  helping  our  customers  design,  deploy,  maintain  and  optimize 
wireless  networks.  By  leveraging  our  industry's  leading  experts, 
tools  and  best  practices,  we  provide  innovative  services  and 
custom  solutions  that  enhance  our  customers'  current  operational 
efficiencies  and  maximize  their  revenues  while  preparing  their 
networks  for  next  generation  product  offerings. 
. .  .703-650-7777. .  .www.nexius.com 


NSORED  BY: 


PRINT  MANAGEMENT 

North  Attleboro,  MA  COMPU-CALL,  INC. 
AWARD:  "Fastest-growing  Private  Companies  in 
America"  The  nations  largest  Ricoh/IBM  Printer 
Distributor  specializing  in  print  management  solutions. 
IBM  Business  Partner  providing  value-add  solutions 
and  professional  services.  Developing  relationships 
and  ease  of  doing  business  define  our  success. 
...508-699-0400... www. compucallinc.com 


ON-DEMAND  INFORMATION  SERVICES 
Vienna,  VA  TARGUSINFO 
AWARD:  "Deloitte  Technology  Fast  50  for 
Virginia"  TARGUSinfo  delivers  on-demand  informa- 
tion about  the  consumers  and  businesses  who 
interact  with  its  clients  -  whether  over  the  phone, 
via  the  Web  or  at  the  point  of  sale.  Its  unique  iden- 
tification, verification  and  location  services  provide 
insight  on  clients'  customers  and  prospects. 
...703-272-6200.. .www.TARGUSinfo.com 


SUPPLY  CHAIN  LOGISTICS 
Danville,  IL  DAWSON  LOGISTICS 
AWARD:  "Fast  Growing  Privately  Held  Companies 
in  America"  Dawson  Logistics  designs  and 
implements  global  supply  chain  solutions.  By 
utilizing  warehousing,  fulfillment,  reverse 
logistics  and  transportation  management 
services,  they  design  custom  logistics  solutions 
to  achieve  maximum  supply  chain  collaboration. 
...217-442-7036. .  .www.dawsonlogistics.com 


BUSINESS  TO  BUSINESS 

St.  Louis,  MO  INNOVENTOR,  INC. 

AWARD:  "Missouri  Small  Business  Person  of  the 

Year"  Innoventor  is  a  progressive,  entrepreneurial 

design/build  engineering  firm  that  serves  five  major 

industries.  Their  core  competency  is  leveraging  cross 

industry  experience  and  cutting  edge  technology  to 

provide  innovative  solutions. 

. .  .314-785-0900. .  .www.innoventor.net 


iSTAUBACH 

fU  of  Real  Estate  Knoule 


"Salutes  These  Award  Winning  Companies" 
www.staubach.com 


CONSTRUCTION 

Scottsdale,  AZ  HAYWARD  BUILDERS,  LLC 
AWARD:  "America's  Fastest  Growing  Businesses 
For  2007  #58"  A  Unique  construction  experience 
Building  relationships  nation-wide  in  all  phases  o 
commercial  construction  providing  the  utmost  priority  ant 
attention  to  each  client.  Making  a  positive  difference  ant 
changing  the  lives  of  others  for  the  better. 
. .  .480-81 6-3350. .  .www.  haywardbuilders.com 


A/V-CONFERENCING 

Hauppauge,NY  IVCi,  LLC 

AWARD:  "Fastest  Growing  Private  Companies 
in  America"  IVCi,  LLC  is  a  leading  integrator  o 
managed  enterprise  collaboration  solutions,  includini 
HD  video  conferencing,  telepresence,  audio  visua 
and  managed  conference  services.  IVCi  make; 
conferencing  and  audio  visual  solutions  easy  ti 
use,  easy  to  manage,  and  easy  to  afford. 
. .  .1  -800-224-7083. .  .www.ivci  .com 


MORTGAGE 

Christiana,  DE  SYNERGY  DIRECT  MORTGAGE,  INC 
AWARD:  "Fastest  Growing  Private  Company  h 
America"  This  Multi-Million  Dollar  brokeragi 
firm  has  won  many  recent  awards  includini 
BEST  MORTGAGE  SERVICE  for  the  last  threi 
years  in  a  row.  Superior  mortgage  product: 
coupled  with  outstanding  customer  service  ha: 
seperated  them  as  an  industry  leader.  They  an 
expert  financial  problem  solvers.. 
...1-800-SYNERGY... wwww.SynergyDirectMortgage.com 


INDUSTRIAL 

Madison,  VA  PARASENSE,  INC. 
AWARD:  "Region  III  Prime  Contractor  of  the  Yea 
2007"  Parasense  combines  sophisticated  Mechanic 
and  Electrical  Systems  with  advanced  automated  dafc 
processing  to  reduce  pollution,  conserve  energy  am 
improve  safety  in  the  workplace.  Providing  Refrigeran 
Detection,  Energy  Monitoring,  Refrigeration  &  Ai 
Conditioning  Packages,  plus  Information  Management. 
. .  .540-948-991 9. .  .wwww.parasense.com 


HEALTHCARE 

Wauwatosa.WI  FI-MED  MANAGEMENT,  INC. 
AWARD:  "Wisconsin's  Small  Business  Person  o 
the  Year"  Through  innovative  technologies  am 
expert  solutions,  Fi-Med  works  with  MCOs,  labs  am 
other  healthcare  organizations  to  raise  the  financic 
bar  by  maximizing  reimbursements,  increasim 
revenue  and  reducing  compliance  risk. 
...414-258-9511. ..www. timed. com 
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Creative  Disruption 


Rocking  The 

Virtual  World 


Three-dimensional  virtual  worlds  are 
social  networks.  Among  them  Kaneva 
simplicity.  By  Matthew  Schifr 


the  next  frontier  for 
stands  out  for  its 


N  THE  WEB  FACEBOOK  IS 
the  flavor  of  the  moment, 
with  55  million  users  and  a 
valuation  (if  you  want  to 
extrapolate  from  what 
Microsoft  paid  for  a  sliver)  of  $15  billion. 
So  what's  the  next  big  thing?  Three- 
dimensional  communities.  In  a  recent 
study  Gartner  predicted  that  by  2011  up 
to  80%  of  active  Internet  users,  or  250 
million  people,  will  participate  online  in 
virtual  worlds. 

Soon  you  won't  merely  be  reading 
about  your  friend's  day  at  work  or 
blogging  about  a  recent  film  you've  seen, 
but  rather  your  avatar,  or  3-D  digital 
character,  will  be  watching  movies  and 
listening  to  music  with  your  friends' 
avatars.  You  will  walk  through  virtual 
malls  together  and  dance  the  night  away 
at  virtual  nightclubs.  Millions  of  resi- 
dents on  dozens  of  virtual  worlds  are 
already  doing  so. 

Some  online  worlds  are  pure  fantasy: 
multiplayer  games  like  Sony's  Everquest 
and  Vivendi  Universal's  World  of  War- 
craft.  Many  are  also  cutesy  sites  geared 
toward  children  and  toys,  like  Disney's 
Club  Penguin,  Ganz'  Webkinz  and  Mat- 
tel's BarbieGirls.com.  In  the  first  three 
months  of  operation  Barbie  drew  4  mil- 
lion members  to  her  site. 

Among  the  producers  of  virtual 
worlds  Atlanta's  Kaneva  may  be  on  its 
way  to  becoming  the  most  "disruptive," 
according  to  Strategy  &  Innovation,  a 
Cambridge,  Mass.  newsletter  founded  by 


Harvard  Business  School's  Clay- 
ton Christensen.  Christensen  has 
made  a  career  of  studying  market 
disruptions — how  novel  products 
or  novel  ways  of  doing  things 
have  upended  whole  industries. 
In  this  world  disruptive  is  a 
compliment. 

Since  Kaneva  launched  in 
March  2007,  its  member 
ship  has  swelled  to  800,000. 
It  is  geared  toward  people 
ages  18  to  34  and  is,  in 
essence,  a  virtual  world 
version  of  MySpace.  Its 
much  larger  rival,  Second 
Life,  from  San  Francisco's  Linden  Lab,  has 
1 1  million  registrants. 

Kaneva  is  the  creation  of  Christopher 
Klaus,  34,  who  had  the  money  to  get  it 
going  without  venture  capital.  Klaus 
started  Internet  Security  Systems  when  he 
was  a  Georgia  Tech  student  and  last  year 
sold  that  outfit  to  IBM  for  $1.3  billion. 

"Virtual  worlds  are  still  in  the  very 
early  stages,"  says  Klaus.  "We  are  where 
MP3s  were  seven  years  ago.  Our  goal  is 
to  combine  the  virtual  world  with  social 
networking  and  videogaming." 

The  key  to  Kaneva's  rapid  growth  is  in 
its  accessibility.  It's  aimed  not  at  videogam- 
ing geeks  but  at  ordinary  folk.  "Second  Life 
currentiy  has  huge  mind  share,  but  they  are 
after  a  different  market,"  says  Klaus.  "We  want 
people  who  have  never  played  videogames 
before."  Kaneva  encourages  residents  to 
create  avatars  that  are  online  versions  of  their 


real  identities,  linking  photos  of 
themselves  and  lists  of 
hobbies  to  their 
animated  avatars. 
Second  Life,  in  con- 
trast, fosters  taking  on 
an  alternative  identity, 
including  imaginary  beasts. 
On  Kaneva,  registrants 
can  decorate  their  virtual  houses 
with  their  own  photos,  upload 
their  favorite  music  and  stream 
YouTube  videos  and  television 
shows.  Like  Second  Life, 
jfjr  Kaneva  has  a  "micro" 
/  /  currency  that  can  be  bought  for 
/£j  real  money;  take  ten  real-world 
■J'  dollars  into  a  Target  and  you  can  buy 
1,500  units,  then  use  these  to  buy  fur- 
niture or  outfit  your  avatar  with  cool 
clothes  to  wear  at  the  Dance  Party  3-D 
contest. 

Both  Second  Life  and  Kaneva  are  free 
to  join.  They  get  revenue  by  selling  play 
money,  leasing  virtual  land  and,  in  the 
case  of  Kaneva,  by  promoting  real- world 
commerce  (especially  TV  shows). 

If  Kaneva  becomes  a  hit  it  will  prove 
that  disruption  does  not  come  from 
technology  alone.  It  comes  from  playing 
the  game  differently.  Says  Christensen, 
"Simplicity,  convenience,  accessibility, 
affordability — all  of  these  are  hallmarks 
of  disruptive  innovation."  F 

Adapted  from  a  recent  edition  of  Strategy 
&  Innovation.  For  more  information  visit 
www.forbes.com/strategy&innovation. 


DECEMBER  24,  2007      FORBES.COM  SPECIAL  103 


^  ■  -  Disruption 


Man  Vs.  Machine 

Automakers  like  Honda  are  turning  to  biomechanics  to  make  life  better 

for  their  assembly-line  workers. 

By  Christopher  Steiner !  Photographs  by  Stephen  Webster 


N  COLUMBUS,  OHIO  AN  AUTO- 
worker  approaches  an  assembly  line 
for  an  intense  shift  of  affixing  brake 
lines  to  a  Honda  Pilot.  The  car  is 
suspended  inside  a  giant  carrying 
harness,  similar  to  ones  that  hang  from 
ceiling  girders  in  other  Honda  auto  plants. 
This  assembly  line,  however,  consists  of  one 
car,  and  the  worker  is  an  Ohio  State  Uni- 
versity graduate  student  draped  in  wires, 
sensors  and  electrodes  that  record  every 
move.  This  is  OSUs  Center  for  Occupa- 
tional Health  in  Automotive  Manufactur- 
ing, where  engineers  apply  the  latest 
biomechanical  technology  to  the  struggle 
against  the  pinched  neck  and  slipped  disc. 

Hondas  seven-year-old  partnership 
with  OSU  is  the  latest  in  a  safety  push  by 
manufacturers  anxious  over  liability  claims 
and  rising  health  care  costs.  In  the  past 
decade  and  a  half  U.S.  manufacturers  cut 
the  number  of  injuries  and  illnesses  involv- 
ing days  away  from  work  from  352  to  141 
per  10,000  full-time  workers.  Honda  North 
America  has  cut  accidents  that  resulted 
in  lost  time  by  70%  in  the  past  five  years. 

Honda  used  the  OSU  shop  to  re- 
design some  of  the  assembly  of  the  2008 


I,  Worker 

Lee  Mazurek,  an  OSU  grad  student,  confronts  the  underbelly  of 
a  2008  Accord,  air  wrench  in  hand.  He  will  attach  a  brake  line 
to  the  bottom  of  the  car  at  least  five  times  from  different 
angles  while  wired  up  with  several  pounds  of  electrodes, 
electromagnetic  transmitters  and  a  cerebral  oximeter  that 
track  the  strains  and  exertion  levels  in  his  muscles.  It  can  take 
four  hours  to  put  the  gear  on.  "With  all  those  wires  coming 
off  of  me,  it  was  almost  like  I  had  a  tail,"  says  Lori  Humble,  an 
assembly  line  worker  at  Honda's  East  Liberty,  Ohio  plant. 


104 


FORBES      DECEMBER  24,  2007 


101 


KIN 


EXPLORES  HISTORY 


DOING 

REWRITES  IT 

IBM  and  National  Geographic  have  teamed  up  on  the  Genographic  Project  -  a  five-year  study 
that  uses  sophisticated  computer  analysis  of  DNA  contributed  by  over  200,000  people  to  map 
how  humankind  has  populated  the  globe  and  uncover  the  genetic  roots  we  all  share.  Start  seeing 
the  bigger  picture  at  ibm.com/dna  STOP  TALKING  START  DOING 


M  the  IBM  logo  and  ibm  com  are  registered  trademarks  or  t.adomaiks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other 
luntnes.  Other  company,  product  arid" service  names  pay  be  trademarks  or  service  marks  of  others  ;■;:>  Copyright  IBMCorporatipn  200/.  All  rights  reserved. 


USES  ENERGY 

DOING 

CREATES  IT. 
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Creai     '  '•eruption 


Accord.  Where  once  workers  had  to  bend 
awkwardly  to  hold  and  whack  headliners 
into  place  on  the  car's  ceiling,  a  headliner  now 
has  sewn-in  magnets  that  keep  it  in  place 
on  the  roof's  metal  frame.  Workers  just  toss 
it  up  and  lightly  tap  it  in  with  plastic  anchors. 

Honda  moved  to  protect  its  most  valu- 
able asset,  says  associate  chief  engineer  James 
Wolever:  "The  human  hand  is  awesomely 
flexible  and  adept,  but  it's  also  our  workers' 
minds  and  eyes  that  drive  the  improvements 
in  our  processes."  That  Honda  has  brought 
innovation  to  the  safety  realm  should  surprise 
nobody.  "Its  history  is  a  tale  of  strategic 
brilliance  and  operational  excellence  that  all 
managers  dream  will  be  told  about  them 
some  day'  writes  Harvard  professor  Clayton 
M.  Christensen  in  his  book  The  Innovator's 
Dilemma  (Harvard  Business  School  Press, 
1997).  F 


Getting  Safer 


Incidence  rates  for  nonfatal  occupational 
injuries  and  illnesses  involving  days 
away  from  work  per  10,000 
full-time  workers. 


i    i    i    i    i    i    i    i    i    i    i  r 
'92     '94     '96     '98     '00     '02     '04  '06 
Source:  Bureau  of  Labor  Statistics. 


'he  Super  Chair 

Honda  dreams  of  putting  the  so-called  Super  Chair 
(above)  into  its  American  assembly  plants.  Where 
workers  once  craned  and  crawled,  they  would  flit 
and  swivel  in  and  out  of  suvs  to  install  overhead 
lamps,  seat  belts  and  air  bags.  "Moving  around  is 
surprisingly  smooth,"  says  staff  engineer  Karen 
Lewis.  "It's  kind  of  fun."  Honda  is  testing  the  chair 
in  its  Lincoln,  Ala.  plant,  where  it  builds  the  Odyssey 
and  the  Pilot.  The  chair,  made  by  a  company  called 
Stillwater,  costs  $70,000  to  $100,000.  Honda  would 
need  four  of  them  to  outfit  an  entire  line. 
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Cars  Go  for  a  Spin 

A  car  carrier  in  testing  at  OSU  (below)  can  swivel 
a  Honda  90  degrees  to  give  a  worker  an 
unfettered  crack  at  the  car's  bottom.  Honda 
workers  currently  do  undercar  work — such  as 
installing  brake  lines,  metal  baffle  plates  and 
fuel  components — overhead,  while  the  cars  pass 
above  them  70  inches  from  the  floor.  This  leads 
to  shoulder,  neck  and  back  injuries.  "Your 
shoulders  aren't  designed  to  work  that  high," 
says  Honda  engineer  Karen  Lewis.  But  at  $5  mil- 
lion for  parts  alone  the  car  spinner  "looks  like  a 
very  useful  but  extraordinarily  expensive 
upgrade  for  us,"  Lewis  says. 

A  software  program  (above  left)  that  can  chart 
the  strain  and  position  of  back  muscles  on  sensor- 
wearing  human  subjects.  It  also  models  the  shear 
stress  on  spinal  discs  for  each  repetition. 


RO  A,g: 
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Stock  price 


The  Mouse  has  roared  lately.  Earnings  at  WALT 
DISNEY  (32,  DIS)  rose  24%  to  $3.6  billion  for  the 
year  ending  Sept.  30.  That's  excluding  gains  from  selling  El  Enter- 
tainment and  Us  Weekly  magazines.  Revenue  boosts  from  its 
media  networks  and  studio  entertainment  divisions  helped,  too. 

But  don't  expect  a  Disney  ending  here.  Good  results  will  be 
unsustainable  in  2008,  says  Steven  M.  Frenkel,  chief 
technical  analyst  at  research  outfit  PatternWatch.  He's 
downbeat  about  the  company's  theme  parks,  which 
don't  fare  well  in  times  of  high  gas  prices  and  economic 
distress.  A  prolonged  Writers  Guild  strike — the  script 
doctors  want  a  bigger  piece  of  DVD  and  Web  income — 
will  hurt  the  studio  and  media  segments,  especially 
Disney's  ABC  network.  If  the  writers'  strike  turns  out  to  be  like 
1988's  22- week  walkout,  earnings  will  be  crimped  badly. 

Some  of  the  company's  strategic  forays  also  are  worrisome,  Frenkel 
says.  Disney,  the  world's  largest  licenser  of  intellectual  property,  de- 
cided recently  to  develop  its  own  videogames  and  no  longer  license 
out  use  of  its  brand  to  gamemakers.  This  gambit  thus  far  has  been 


a  costly  ($130  million  in  fiscal  2007)  excursion  onto  unknown  turf. 

Plus,  Disney  shouldn't  have  divested  the  profitable  ABC  Radio 
business  in  2006,  says  Frenkel.  Its  venture  into  mobile  phone 
service  was  a  flop.  And  now  the  company  is  peddling  expensive 
Disney-themed  consumer  items,  such  as  furniture,  bed  linens 
and  even  infant  lines,  including  $165  cashmere  baby  blankets,  at 
stores  like  Nordstrom  and  Saks  Fifth  Avenue.  Frenkel  condemns 
that  as  a  "lack  of  brand  focus." 

At  14  times  trailing  earnings,  Disney  isn't  expensive.  But  it 


does  deserve  to  be  shorted. 


—Carrie  Coolidge 


Top  Seeded 


Stock  price 


While  they  are  fighting  words  among 
some  Europeans  and  enviros,  genetically 
modified  seeds  should  grow  in  market 
share.  The  world's  population  is  increas- 
ing and  arable  land  is  not. 

One  of  the  foremost  GM  seed  makers 
is  Switzerland's  SYNGENTA  (49,  SYT).  These 
seeds  now  generate  just  one-fifth  of  rev- 
enue, but  that  will 
sprout  up  nicely  in 
coming  years.  So  says 
Morgan  Stanley  analyst 
Michael  Eastman. 

Formed  in  2000  by 
merging  the  crop  divi- 
sions of  AstraZeneca 
and  Novartis,  Syngenta 
gets  most  of  its  sales 
from  crop-protection 
chemicals,  like  herbi- 
cides and  fungicides. 
Yet  its  GM  seeds  are 


gaining  in  revenue  at  a  faster  rate  and 
offer  higher  profit  margins. 

Anti-GMers  sow  fears  about  poison- 
ous frankenfood.  To  combat  such  heebie- 
jeebies,  Syngenta  researchers  are  bringing 
out  "native  seeds,"  which  draw  out  traits 
already  in  the  seeds'  genetic  makeup.  No 
sinister  additions. 

Whether  the  natural  food  crowd  buys 
that  or  not,  the  prospect  of  new  crops 
that  grow  more  easily  and  luxuriantly  has 
huge  economic  appeal.  Syngenta's  net 
income  expanded  13%  in  2007's  first  half, 
to  $1.2  billion,  with  sales  of  $5.7  billion, 
up  9%. 

Monsanto,  the  planet's  largest  vendor 
of  genetically  modified  seeds,  is  more 
glamorous.  Its  earnings  growth  for  the 
last  three  years,  an  annual  50%,  is  double 
that  of  Syngenta.  But  Syngenta's  stock  is 
cheaper,  with  a  trailing  price/earnings 
multiple  of  25,  half  Monsanto's.  Syn- 
genta's yield  of  1.3%  beats  Monsanto's 
0.8%.  —Phyllis  Berman 


Drug  Shock 


It's  a  grim  day  when  a 
company's  earnings  fall 
short  of  the  almighty 
Wall  Street  consensus. 
That's  what  happened  to 
drugstore  chain  WAL- 
GREEN (38,  WAG),  down 
$10  on  the  news.  Part  of 
the  problem  was  a  sur- 
prisingly large  spate  of 
generic  drugs  hitting  its  shelves,  which 
brought  in  lower  health  plan  reimburse- 
ments. A  temporary  snag,  says  Morgan 
Stanley  analyst  Mark  Wiltamuth. 

Still,  for  the  fiscal  year  ended  in 
August,  earnings  surged  17%.  Same-store 
sales  rose  a  healthy  8%.  And  in  terms  of 
number  of  stores,  it  is  closing  the  gap  on 
industry  leader  CVS,  now  preoccupied 
with  integrating  pharmacy  benefit  man- 
ager Caremark.  Walgreen  is  cheaper,  with 
a  19  P/E  to  CVS'  23.        —Asher  Hawkins 
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VALUE'S  DAY 
ONCE  MORE 


THE  STOCK  MARKET  IS  FALLING,  OR  IS  IT  THE  SKY? 
At  this  writing  the  answer's  debatable.  Treasury  yields 
are  collapsing,  the  price  of  gold  is  soaring  and  oil 
keeps  closing  in  on  $100  a  barrel.  The  U.S.  dollar  is 
under  siege,  Fannie  Mae  and  Freddie  Mac  are  on  the 
skids  and  the  economy-stopping  word  "no"  is  on  the  lips  of  our 
formerly  fearless  lenders. 

Is  anyone  happy?  Well,  value  investors  ought  to  be.  To  their 
way  of  thinking  bear  markets  are  heaven-sent.  Of  all  people,  the 
disciples  of  Benjamin  Graham  and  David  L.  Dodd  understand 
the  investment  appeal  of  everyday  low  prices.  They  like  it  when 
stocks  and  bonds  go  on  sale.  They  are  the  Wal-Mart  shoppers  of 
Wall  Street. 

Then,  again,  it's  human  beings  were  talking  about.  Not  even 
the  purest  seeker  after  investment  value  is  likely  to  enter  a  bear 
market  with  nothing  but  cash  in  his  jeans.  Falling  prices  do, 
ordinarily,  spell  improving  valuations.  But  they  also  mean  mark- 
to-market  loss  on  securities  purchased  at  previous,  bull-market 
prices.  Besides,  not  every  value  investor  is  immune  to  the  panic 
that  washes  over  the  market  in  a  proper  liquidation.  The  faint  of 
heart  are  likely  to  conceive  an  ardent  devotion  to  Treasury  bills  just 
when  the  bargain  hunting  gets  good. 

Which  brings  me  to  Grahams  own  experiences  in  the  greatest 
bear  market  of  modern  times.  The  principal  author  of  the  value- 
seekers  bible,  Security  Analysis,  first  published  in  1934,  is  properly 
celebrated  for  his  brains.  When  he  wasn't  contributing  to  the 
canon  of  financial  thought,  Graham  wrote  plays  and  poetry  and 
invented  a  better  slide  rule.  He  was  an  accomplished  amateur 
classicist.  But  it  is  his  heart  as  much  as  his  head  that  ought  to 
inspire  the  bargain  hunter. 

On  the  eve  of  the  1929  Crash,  Graham  was  managing  what 
we,  in  the  21st  century,  would  recognize  as  a  hedge  fund.  He  was 
long  $2.5  million  of  stocks  and  bonds  against  which  he  was 
short  the  same  amount.  In  addition,  however,  he  had  $4.5  mil- 
lion in  outright  long  positions,  and  he  had  incurred  substantial 


margin  debt  to  own  it.  In  his  posthumously  published  reminis- 
cences, Benjamin  Graham:  The  Memoirs  of  the  Dean  of  Wall  Street 
(1996),  the  father  of  value  investing  described  his  state  of  mind 
this  way:  "We  were  convinced  that  all  of  our  long  positions  were 
intrinsically  worth  their  market  price." 

So  Graham,  by  heavily  mortgaging  himself,  unwittingly  trans- 
formed a  conservative  investment  strategy  into  a  risky  one.  Top 
to  bottom,  1929-32,  his  fund  was  down  by  70%,  a  better  show- 
ing than  the  87%  drop  in  the  Dow  but  a  calamity  still.  The  once 
and  future  investment  genius  sorely  needed  income.  Where  could 
he  find  it? 

Why,  at  the  offices  of  FORBES.  Graham  was  a  superb  writer 
who  had  slummed  in  financial  journalism  in  the  1920s.  In  his 
memoir  he  describes  the  "feeling  of  defeat  and  near-despair  that 
almost  overmastered  me  towards  the  end" — the  end,  that  is,  of  the 
washout.  But  he  didn't  surrender  to  his  own  great  depression. 
Near  the  very  end  of  the  decline  he  collected  himself  to  lay  out 
the  case  for  common  stocks.  "Is  American  Business  Worth  More 
Dead  Than  Alive?"  was  the  theme  that  ran  through  Graham's 

three-part  FORBES  series  in  late 


Even  the  great 
Ben  Graham 
suffered  in  a 
bear  market. 
But  he  took 
advantage  of 
cheap  prices, 
and  triumphed. 


June  and  early  July  1932.  A 
third  of  all  listed  industrial 
stocks  changed  hands  at  less 
than  the  pro  rata  share  of  their 
companies'  net  current  assets, 
he  pointed  out.  In  other  words 
the  business  value  of  those  com- 
panies was  being  given  away  on 
the  floor  of  the  stock  exchange. 

When  the  market  took  flight 
in  1933,  so  did  Graham,  whose 
partnership  that  year  earned 
more  than  50%.  Between  1929 
and  1956  Graham,  along  with 
his  partner,  Gerald  A.  Newman, 
generated  a  compound  annual  return  of  17%.  Note  that  this 
sterling  record  incorporates  the  evil  days  of  1929-32. 

Now  then,  what's  on  the  equity  bargain  counter  at  what,  today, 
is  certainly  not  the  bottom  of  a  titanic  bear  market?  Hutchison 
Telecommunications  International  (22,  htx),  for  one.  The 
Hong  Kong  wireless  company  (it  trades  as  an  American  Deposi- 
tary Receipt)  does  a  profitable  international  business  but  has  been 
punished  in  the  market  for  its  February  decision  to  auction  off  its 
money- spinning  Indian  subsidiary  to  Vodafone.  Never  mind  that 
Hutchison  got  a  tremendous  price,  no  less  than  $860  per  sub- 
scriber. The  stigmatized  seller,  excluding  its  cash,  is  now  valued  at 
just  $380  per  subscriber.  I  estimate  that  Hutchison  changes  hands 
at  a  37%  discount  to  the  sum  of  its  conservatively  valued  parts. 

I  suppose  that  Graham,  with  the  1930s  in  mind,  might  not 
regard  Hutchison  as  such  an  irresistible  bargain.  But— at  least — it's 
an  interesting  relative  value  for  these  tumultuous  times.  F 
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James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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BUY  SOME 
INSURANCE 


THE  FINANCIAL  MARKET  TURMOIL  TRIGGERED  BY  THE 
subprime  mess  is  setting  new  lows  for  financial  services 
stocks.  Banks,  real  estate  investment  trusts,  brokerages 
and  mortgage  companies  have  endured  valuation  drops 
that  defy  explanation.  Emotion,  not  reason,  is  driving 
these  declines.  Buying  opportunities  are  the  result,  although  you 
might  wait  until  financial  shares  are  cheaper  still. 

Fears  about  the  economy's  health  and  the  subprime 
imbroglio's  depth  are  primarily  to  blame,  along  with  short-sell- 
ing and  year-end  tax-related  trading.  Since  nobody  seems  to 
know  what  is  inside  all  those  collateralized  debt  obligations  and 
their  kindred  collateralized  mortgage  obligations — mega-invest- 
ment pools  that  bundle  subprime  loans — 2007  audited  results 
should  help  bolster  confidence  when  they're  released  sometime 
in  the  new  year.  Not  that  all  the  CDO  and  CMO  losses  are  behind 
us.  More  pain  lies  ahead.  One  optimistic  note  for  the  near  term, 
though:  Tax  selling,  which  tends  to  depress  stock  prices,  will  end 
in  December  and  thus  lay  the  groundwork  for  a  January  effect 
(when  investors  gobble  up  the  marked-down  stocks,  leading  to  a 
mini-rally). 

My  vote  for  the  most  unjustly  maligned  financial  sector 
stocks  goes  to  the  bond  insurers,  which  guarantee  principal 
repayment  and  interest  for  most  municipal  bonds.  If  a  muni  gets 
insurance,  it  automatically  receives  an  AAA  rating.  The  insurers 
won't  cover  anything  that  isn't  already  investment  grade  on  its 
own.  So  the  default  rate  for  insured  munis  is  below  0.1%  yearly 

Most  of  the  revenues  the  insurers  will  be  reporting  over  the 
next  five  years  have  already  been  collected.  When  they  insure  a 
bond  for  20  years,  they  receive  the  entire  20  years  of  premiums  in 
advance  and  then  report  the  yearly  income  pro  rata.  For  what  it  is 
worth,  there  is  a  rumor  that  Warren  Buffett,  who  knows  a  lot 
about  insurance,  is  eyeing  an  investment  in  bond  insurers. 

The  insurers'  stock  performance  suffers 
because  they  also  write  policies  for  those 
much-maligned  CMOs  and  CDOs.  The  mar- 


I  Forbes 


ket  mistakenly  thinks  that  escalating  subprime  defaults  will  hurt 
them  badly.  Perception  and  reality  here  are  far,  far  apart.  CMOs 
typically  have  four  levels  of  seniority,  or  tranches.  The  bond 
insurers  cover  only  the  most  senior  tranche,  which  is  the  safest 
one.  The  three  junior  tranches  would  all  have  to  be  erased  before 
the  senior  tranche's  insurer  loses  money. 

What  the  market  doesn't  understand  is  that  the  insurers  have 
another  safeguard.  Should  a  senior  tranche  default,  the  insurer 
has  the  right  to  step  in  and  make  the  missing  interest  payments 
to  forestall  a  liquidation.  That  buys  time  until  the  housing  market 
recovers  and  the  CMO  can  find  its  own  footing.  This  way,  the 
insurer  is  not  forced  to  foreclose,  unless  it  is  to  its  advantage. 

Let's  say  Armageddon  did  occur,  and  CMOs  and  CDOs  all  col- 
lapsed in  a  mighty  crash.  Bond  insurers'  claims-paying  abilities 
are  now  rated  AAA.  A  bond  insurer  without  this  rating  is  out  of 
business.  Faced  with  a  threatened  downgrade,  insurers  would 
raise  additional  capital  or  sell  off  some  of  their  policies.  Further, 
there's  a  political  angle.  These  bond  insurers  are  among  the  best 
clients  of  the  rating  agencies,  since  the  agencies  pocket  a  fee  for 

reviewing  every  bond  issue 
being  insured.  A  downgrade 
would  reflect  directly  on  the 
competency  of  the  rating  agen- 
cies, something  they  don't  need 
called  into  question  right  now. 

The  two  biggest  companies 
in  the  bond  insurance  business 
are  MBIA  (30,  MBl)  and  Ambac 
Financial  Group  (22,  abk). 
Their  stocks  have  come  down 
from  highs  of  $73  and  $96 
earlier  in  2007.  That  has  made 
them  both  value  plays  and 
income  plays,  as  their  dividend 
yields  have  risen  pleasantly,  to  4.6%  and  3.8%. 

These  stocks  should  recover  smartly  once  the  market  figures 
out  that  their  problems  are  exaggerated.  And  once  the  down- 
grade threat  has  passed,  demand  for  bond  insurance  will  surge. 

MBIA's  and  Ambac's  own  bonds  are  rated  AA/Aa2  but  yield  a 
junk-level  8%,  thanks  to  market  leeriness  (bond  ratings  are 
different  from  claims-paying  ratings).  A  more  liquid  alternative  is 
their  preferreds.  Ambac  has  two  preferred  issues  with  the  same 
ratings  as  its  bonds:  Ambac  5.95%  of  Feb.  28,  2103  (16,  AKF)  and 
Ambac  5.875%  of  Mar.  24,  2103  (16,  akt).  Both  yield  9%.  Since 
the  going  rate  for  AAs  today  is  more  like  5.4%,  you  have  a  chance 
to  lock  in  a  premium  return  on  a  quality  company  for  a  lifetime. 
You  don't  have  to  worry  about  an  early  redemption  (both  issues 
are  callable  at  $25)  since  that  unlikely  event  would  simply  hand 
you  a  windfall. 

My  online  portfolio  of  past  picks  has  been  updated  to  reflect 
those  I  recommend  to  carry  forward  into  2008.  F 

Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Securities  Investor. 
Visit  his  home  page  at  www.forbes.com/lehmann. 


Municipal  bond 
insurers  have 
been  slammed 
in  the  market 
over  misplaced 
fears.  Subprime 
won't  harm 
their  business. 
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Slobal  Growth  Companies  are  rapidly  growing  businesses  that  are  redefining  the  global 
aconomy.  They  are  successful  because  they  challenge  the  status  quo  —  they  create 
change  and  drive  their  whole  sector  forward  through  leadership  and  global  vision. 


Is  your  company 
ready  to  join  the 
Community  of  Global 
Growth  Companies? 


COMMITTED  TO 
M  PROVING  THE  STATE 
OF  THE  WORLD 


1  In  September  2007,  the  World  Economic  Forum  held  its  first  "Summer  Davos."  At  this 
Inaugural  Annual  Meeting  of  the  New  Champions  in  Dalian,  People's  Republic  of  China, 
we  launched  the  Community  of  Global  Growth  Companies.  We  brought  the  leaders  of 
these  new  companies  together  with  existing  Forum  members  and  industry  experts  to 
network,  cooperate,  exchange  ideas  and  experiences  —  all  in  the  spirit  of  global 
corporate  citizenship. 

The  Community  will  come  together  at  the  second  Annual  Meeting  of  the  New 
Champions  in  September  2008  in  Tianjin,  People's  Republic  of  China,  and  at  a  series  of 
regional  events  throughout  the  year.  During  those  gatherings,  members  have  the 
opportunity  to  meet  other  emerging  multinationals  to  address  the  key  challenges  to 
becoming  an  industry  leader,  and  to  enhance  their  understanding  of  national  and 
international  policies  through  interaction  with  current  and  future  political  leaders. 

To  view  the  Founding  Members  of  the  Community,  visit  www.weforum.org/GGC. 
To  propose  a  candidate  or  nominate  your  own  company,  visit 
www.weforum.org/GGC  or  e-mail  chairmansoffice@weforum.org. 


The  Forum  has  established  a  selection  committee,  and  all  candidates  will  go  through 
a  rigorous  due  diligence  process. 


change-Traded  Funds  Jim  Lowell 


GET  GREEN 
FROM  GREEN 


TIS  THE  SEASON  FOR  YEAR-END  FRETTING.  NOW  THAT 
Texas  Tea  is  nearing  $100  a  barrel,  we  find  financial 
service  stocks  in  an  S&L-like  swoon,  Caterpillar 
worried  about  flagging  U.S.  sales  and  Tyson's  food 
empire  warning  that  headline  inflation  (escalating 
energy  and  core  goods  prices)  will  harm  its  profit  margin. 

But  take  heart.  There  are  still  plenty  of  profitable  packages 
under  this  market's  tree,  and  exchange-traded  funds  specializ- 
ing in  environmentally  conscious  companies  are  prominent 
among  them.  As  long  as  the  global  economy  keeps  crude  prices 
high,  I'd  wager  that  alternative  energy  has  staying  power.  Out- 
fits that  provide  eco-friendly  services  like  water  and  waste 
cleanup  should  do  well  in  a  time  when  Al  Gore  can  win  the 
Nobel  Prize. 

While  2007  has  been  a  great  year  for  oil  stocks,  alternative 
energy  has  had  a  rockier  ride.  The  sector  took  off  starting  in  July, 
only  to  pull  back  in  this  falls  rout.  The  good  news  here  is  that  the 
autumn  swoon  has  made  green  energy  attractively  priced.  Other 
stocks  with  a  green  tinge  weren't  dinged  as  badly. 

One  caveat:  Not  all  green  ETFs  invest  in  green  stocks.  The 
Claymore/LGA  Green  ETF  numbers  AT&T,  Bank  of  America, 
Chevron,  ConocoPhillips,  IBM  and  General  Electric  among  its 
largest  holdings.  It  reminds  me  of  Fidelity  Investments'  launch  of 
a  new  mutual  fund  in  1987  called  Blue  Chip  Growth,  which  con- 
tained a  bevy  of  small-  and  midcap  companies  that  were 
nowhere  near  blue  chips.  Fidelity  lamely  defended  the  moniker 
by  saying  these  were  the  likely  blue  chips  of  tomorrow 

Also  be  forewarned  that  different-sounding  ETFs  sometimes 
have  similar  holdings,  which  means  that  owning  two  of  them 
gives  you  no  real  diversification  and  so  makes  little  sense.  Take 
the  Powershares  Cleantech  and  the  Powershares  Wilderhill  Clean 
Energy.  Among  their  largest  holdings  are  15%  allocations  each  to 


diodes.  While  this  pair  of  ETFs  hasn't  been  around  for  very  long, 
their  performances  are  indeed  close  over  the  past  12  months: 
Cleantech  was  up  29%  and  Clean  Energy  25% 

Owning  one  of  them  is  a  good  idea.  Which  one?  I  opt  for 
Powershares  Cleantech  (32,  PZD).  Its  companies  are  midsize  in 
market  capitalization,  tend  to  be  more  profitable  and  thus  have 
a  better  chance  of  thriving.  Clean  Energy's  portfolio  has  more 
companies  that  are  small  or  working  on  unproven  technology. 

That  said,  it's  smart  investment  strategy  not  to  abandon  tra- 
ditional energy  companies.  A  recent  Rand  Corp.  study  found 
that  alternative  energy  sources  (from  batteries  to  solar  to  wind 
power)  account  for  a  mere  6%  of  current  energy  usage.  Mean- 
time, traditional  energy  stocks  account  for  10%  of  the  assets  in 
the  S&P  500.  Carbon-oriented  fuel  will  be  with  us  for  some 
time,  so  in  a  growing  global  economy  you  should  take  advan- 
tage of  the  surging  oil  sector  that  accompanies  it.  Buying  a  mar- 
ket weighting  (10%  of  your  overall  portfolio  in  traditional 
energy  names)  is  prudent. 

It's  easy.  You  buy  equal  amounts  of  the  United  States  Oil 

Fund  (74,  USO),  which  lets  you 
speculate  on  the  price  of  crude 
oil,  and  the  Rydex  S&P  Equal 
Weight  Energy  (62,  rye),  cover- 
ing the  companies  that  drill  for, 
refine  and  market  the  oil. 

And  while  the  headlines 
have  been  screaming  about 
peak  oil — the  tipping  point  at 
which  crude  resources  begin  to 
dwindle  irretrievably — we're 
also  seeing  signs  of  peak  water. 
Today's  water  shortage  in  Geor- 
gia is  a  prelude  to  Florida's  six 
years  hence.  Odds  are  the  next 
world  war  won't  be  ignited  by  a  quest  for  oil  but  by  a  thirst  for 
something  potable.  Answer:  Powershares  Water  Resource  (21, 
PHO),  the  only  water-focused  ETF. 

The  final  piece  of  your  eco-portfolio  could  be  Market 
Vectors  Environmental  Services  (52,  EVX),  an  ETF  that  tracks  the 
Amex  Environmental  Services  Index.  Here  are  stocks  in  landfills 
and  garbage  recycling  (Waste  Management),  hazardous  waste 
cleanup  (Clean  Harbors  and  American  Ecology)  and  water 
(France's  Veolia  Environnement).  So  far  in  2007  this  passively 
managed  ETF  has  delivered  twice  the  return  of  the  actively  man- 
aged Fidelity  Environmental  Services  mutual  fund.  Greed  may 
be  good,  but  buying  green  does  pretty  well,  too. 

A  basket  of  the  ETFs  I've  mentioned  here— a  third  in  the 
United  States  Oil  Fund  ETF,  a  third  in  Rydex  S&P  Equal  Weight 
Energy  and  the  other  third  divvied  equally  among  my  alternative 
energy  picks — would  have  netted  a  28.7%  return  in  the  year  to 
date  versus  the  S&P  500's  0.7%  return.  F 


As  long  as 
oil  prices 
stay  high, 
eco-friendly 
stocks  have  a 
big  future.  ETFs 
to  track  them 
abound. 


First  Solar,  SunPower  and  SunTech. 

They  also  have  big  positions  in   P^^R^^^^S  J'm  Lowe"  is  chie* investment  strategist  of  Adviser  Investments,  Inc.  and  the  editor  of  Fidelity 

Cree,  which  makes  light-emitting 


Investor  and  Forbes  ETF  Advisor.  For  more  information  visit  www.forbesnewsletters.com/etf. 
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WINN 


©  Mercedes-Benz 

CHAMPIONSHIP 
January  3-6,  2008 

The  drive  to  win  the  FedExCup  begins  at  the  Mercedes-Benz  Championship  in  Hawaii, 
where  only  those  players  who  won  last  season  are  invited  to  play.  And  while  they're  all 
2007  champions,  only  one  will  walk  away  knowing  he  will  return. 


PGATOUR.COM/fedexcup 


FedExCup 


jtfNEW  ERA  in,  GOLF 


They  invented  "SUV" 

because  they 
can't  call  them  Jeep. 

Jeep  is  a  registered  trademark.  Good  thing.  No  telling  what  kind  of  jacked-up  station  wagons  they'd  be  trying  to 
pass  off  as  Jeep  vehicles  otherwise.  Because  sometime  around  the  mid-80s,  a  craze  took  off.  The  era  of  the  SUV 
was  born.  Fact  is,  we  had  them  beat  by  a  few  decades.  As  soon  as  the  mighty 
little  Jeep  vehicle  came  back  from  World  War  II,  people  discovered  how  much  fun 
a  utility  vehicle  could  be.  What  made  it  perfect  for  the  army  made  it  perfect  for 

( rVS  fcfjf  l^]|gJ^lt   hav'n^  3  P'cmc  in  tne  m"s-  °r  a  hunting  trip.  Or  a  snowy     ,^~VjjjjjBMpBfi    /  ffiB| 

^—  —  '    drive  up  to  the  cabin.  And  ever  since,  our  vehicles  have  had      '.-'-iC^^^i-,-,  J^l*%. 

a  heritage  of  earning  their  name  by  getting  the  tires  dirty  and  doing  what  comes  ^^^HHHHH^H 
naturally.  Each  is  rugged  enough,  dependable  enough,  unstoppable  enough,  and  agile  enough  to  be  one  of  ours, 
which  we  stand  behind  with  a  Lifetime  Powertrain  Warranty.  When  heading  straight  out  into  the  unknown,  it's  good 
to  know  you're  going  there  in  a  vehicle  that's  been  heading  down  that  muddy  road  from  the  beginning.  That's  Jeep 
4x4.  And  that's  a  heritage  no  "SUV"       j  g  m  ■    ■  ■  ■ 

can  ever  stake  claim  to.  Jeep.com  llJIT  OUT  TITQl  ©■  OwG|J 


I  No  deductible.  See  dealer  for  a  copy  of  limited  warranty  and  details.  Non-Transferable.  Not  available  on  SRT,  diesel  and  certain  fleet  vehicles. 
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THE  ADVENTURER 


Lava- 
Copter 

Even  from  500  feet  upf 
Hawaii's  Kilauea  volcano 
feels  like  a  toaster  oven. 
Not  a  good  place  for  an 
emergency  landing. 
By  James  M.  Clash 


w 


E  ARE  SPIRALING  ABOVE 
Hawaii's  Big  Island  in  a 
four-passenger  Hughes 
500  whirlybird.  Freelance 
photographer  Michael 
Oakes,  seated  next  to  me,  is  rigor  mortis 
rigid.  He  has  never  been  in  a  helicopter,  let 
alone  one  whose  doors  have  been  removed 
(so  he  can  get  better  shots). 

All  that  separates  us  from  the  ground  is 
a  few  thousand  feet  of  tropical  air  and  some 
flimsy  seat  belts.  We  have  communication 
with  one  another  and  with  the  Paradise 
Helicopters'  pilot,  via  headsets;  but  Oakes, 
chatty  earlier,  is  silent.  Drops  of  moisture 
dot  his  forehead.  Our  destination — the 
bright  orange  lava  fields  of  Kilauea  vol- 
cano— will  make  him  sweat  even  more. 


over  people  who  push  the  limits  in  adventure  and  business,  travel  to 
(ordinary  places,  encounter  cars  that  take  speed  to  new  limits  and  more. 

)  to:  www.forbes.com/adventurer 
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Joop  ib  it  register*)  trademark  ol  Chrysler  LLC. 


Six  months  earlier  this  same  make  of 
copter,  operated  by  another  outfitter,  had 
encountered  engine  problems  and  crashed 
into  an  old  lava  flow  not  far  from  where 
we  are  now,  killing  all  aboard:  three 
tourists  and  their  pilot. 

Volcanoes  are  just  as  dangerous  when 
approached  on  foot.  In  1993  six  volcanolo- 
gists  lost  their  lives  in  the  crater  of  14,029- 
foot  Galeras  volcano  near  Pasto,  Colombia 
when  it  blew.  In  1998  Nicaragua's  Casita 
erupted,  leaving  1,560  villagers  dead. 

Before  our  copter  flight 
we  did  a  touristy  drive 
along  Chain  of  Craters 


My  fascination  with  volcanoes  dates  to 
1989,  when  I  climbed  Mexico's  17,802- 
foot  Popocatepetl.  At  the  summit,  when 
our  roped  team  peered  into  the  volcano's 
steaming  crater,  we  could  smell  rank  sul- 
phurous fumes  but  could  not  see  any  lava. 
I  was  disappointed.  Five  years  later  Popo 
erupted.  Today  it  is  still  active  enough  that 
climbers  can  ho  longer  go  to  its  top. 

Now  was  my  chance.  From  Hilo  Air- 
port on  the  east  side  of  Hawaii's  Big  Island 
(Kona)   we  coptered  a 
dozen  miles  southwest, 
ascending  steadily  over 
tropical  rain  forest  to 


The  scene  below  was  primordial. 
White-hot  lava  exited  the  vent,  then  rolled 
along,  its  thick  mane  darkening  to  shades 
of  red  and  black  as  it  cooled,  as  if  the  earth's 
bloodstream  were  clotting.  The  surface 
temperature  exceeded  2,000  degrees 
Fahrenheit;  from  500  feet  up  we  felt  like  we 
were  burning.  Between  pulses  of  smoke 
you  could  see  the  planet's  heart  beating,  red 
and  raw.  But  as  quickly  as  the  images 
appeared  they  vanished,  obscured  by 
another  pulse,  making  you  doubt  you  had 
really  seen  them.  Photog  Oakes  suddenly 
became  animated,  clicking  off  shots  as  if 
he,  too,  wanted  proof.  This  is  how  the  birth 


Road — 18  miles  of  asphalt  winding 
through  Hawaii  Volcanoes  National  Park, 
not  far  from  where  the  famous  Ironman 
triathlon  is  run.  After  parking  our  rental 
car  we  trekked  into  some  old  lava  fields, 
led  by  guide-for-hire  Steve  Young. 

Young  explained  about  the  different 
types  of  lava  we  were  walking  on,  all  cool 
now.  The  a'  a,  most  prevalent,  is  sharp  and 
jagged;  the  pa-hoe-hoe,  formed  at  hotter 
temperatures,  is  smooth,  ropy  and  slip- 
pery, as  I  quickly  found  out,  taking  a  spill. 
We  were  cautioned  not  to  pocket  samples 
of  either  type — bad  luck  is  supposed  to 
come  to  those  who  do.  Dozens  of  rocks 
are  sent  back  to  the  park  annually  from 
visitors  convinced  that  their  misfortunes 
resulted  from  pilfering. 


Kilauea's  4,078-foot  crater  rim.  Lush 
greens  gave  way  to  muted  browns — then 
to  a  charcoal-black  wasteland  of  lava  tow- 
ers and  steam.  In  the  hazy  distance  up 
ahead  we  could  make  out  splotches  of 
orange  and  red  liquid  venting  from  the 
scorched  earth. 

As  we  approached  the  famous  Pu'u 
'Ob  vent,  a  center  of  activity  since  1983, 
when  the  volcano  began  its  most  recent 
eruption,  I  asked  the  pilot  to  fly  lower  so 
we  could  get  better  photos.  He  balked, 
saying  500  feet  was  as  low  as  he  dared  go, 
given  the  vent  activity  that  day.  Should  the 
earth  decide  to  really  belch,  a  sudden 
updraft  of  hot  gas  could  send  our  copter 
reeling.  Big  volcanic  eruptions  spew  lava, 
gas  and  ash  miles  into  the  air. 


s  bloodstream  clotting. 


of  the  earth  must  have  looked. 

On  our  return  we  crossed  the  slopes  of 
13,677-foot  Mauna  Loa  to  the  Wailuku 
River,  with  its  80-foot  Rainbow  waterfall. 
The  scene  was  peaceful,  a  cool  contrast  to 
the  fiery  chaos  we'd  just  left.  (The  50- 
minute  excursion  costs  $200 — $170  if 
booked  online.) 

Back  on  the  ground  I  picked  up  two 
chunks  of  lava — one  pa-hoe-hoe,  the  other 
a'  a' — sealed  them  in  an  envelope  and  put 
the  package  in  my  luggage.  But  when  I  got 
to  New  York  I  couldn't  bring  myself  to  open 
the  envelope.  The  rocks  remain  sealed, 
somewhere  in  my  cluttered  apartment.  If 
I  ever  do  find  them,  back  to  Hawaii  they 
will  go,  Express  Mail.  No  sense  in  further 
tempting  fate.  F 
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Introducing  the  NEW 
Bose®  Computer  MusicMonitor. 


We  strive  to  always  introduce  new  products 
that  provide  real  benefits  to  users  over  what 
exists.  Once  in  a  while,  a  product  comes 
from  our  research  laboratories 
that  exceeds  all  our  expectations 
and  genuinely  excites  the  peo- 
ple in  our  other  departments  jjj 
who  are  exposed  to  it  during  the  «-* 


testing  phase.  When  this  happens  we  gener- 
ally contain  our  enthusiasm,  talk  in  ads  about 
the  new  technology  that  made  the  product 
possible,  and  leave  it  to  others 
to  comment  on  the  performance. 
This  time  we  are  bursting  with 
enthusiasm  and  we  decided  to 
share  it.  So  here  we  go! 


BEWARE  THIS  IS  THE  MANUFACTURER  TALKING! 

1 .  WE  BELIEVE  that,  with  respect  to  the  accuracy  of  music  reproduction,  the 
Computer  MusicMonitor™  establishes  for  us  a  new  threshold  for  two-piece 
computer  sound  systems. 

2.  WE  BELIEVE  that  the  Computer  MusicMonitor™  also  comes  the  closest  to 
our  goal  that  sound  is  meant  to  be  heard  and  not  seen.  It  is  the  first  time  we 
have  been  able  to  produce  sound  quality  like  this  with  only  two  such  small 
enclosures  containing  all  the  electronics  and  speakers.  And  we  think  that  you 
will  appreciate  the  appearance  of  the  little  that  you  do  see. 

3.  WE  BELIEVE  it  is  truly  a  simple  system  to  install.  It  should  take  you  about  as 
long  to  connect  it  as  it  takes  to  remove  it  from  the  box. 

4.  WE  BELIEVE  that  it  is  what  YOU  BELIEVE  that  counts. 


THUS  OUR  RECOMMENDATION  IS: 

Drop  into  any  one  of  our  Bose  Stores  for  a  five-minute  demonstration  and  join  in 
our  enthusiasm!  We  think  that  your  eyes  may  not  believe  your  ears! 


For  your  nearest  Bose  Store,  contact  1-800-407-2673,  ext.  CH104 
or  visit  www.Bose.com/CMM. 


©2007  Bose  Corporation.  Patent  rights  issued  and/or  pending. 


Better  sound  through  research® 
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Automotive 
ub  Honda  Autos 
To  learn  more,  visit 
automobiles.honda.com 

^  Hyundai  Motor  America 
Visit  wwrw.HyundaiUSA.com 

^  Jeep  Brand 
Have  fun  out  there! 
www.jeep.com 

^b  Mercedes-Benz 

Visit  www.mercedes-benz.com 

^b  Toyota 

1-800-GO-TOYOTA 

For  more  information  on  Toyota's 

investment  in  America  and  our 

commitment  to  the  communities 

in  which  we  do  business,  please 

visit  toyota.com/usa  or  call 

1-800-GO-TOYOTA. 

Business  Classified 

^b  American  Diagnostic  Centers 
Visit 

www.americandiagnosuccenters.com 

^b  America  One  Funding 
Visit  www.AmOne.com/forbes 

^b  American  Royal  Arts 
Call  1-800-888-9449  or  visit 
www.americanroyalarts.com 


^b  Capstone  Business  Credit,  LLC 
Call  1-212-755-3636  or  visit 
www.capstonetrade.com 

^b  Client  First,  LLC 
Call  1-509-966-0359 

^b  Holiday  Timeshare  Rentals 
Call  1-800-704-0307  or  visit 
www.holidaygroup.com 

^b  Insure.com,  Inc. 
Visit  www.insure.com 

^b  Macromark 

Call  1-845-230-6300  or  visit 

www.macromark.com 

^  Publishers  Guild 
Call  1-877-808-0892 

^  ROMFAB 

Call  1-818-787-6460  or  visit 
www.fastexercise.com 

^b  Rosetta  Stone 

Call  1-888-232-8823  or  visit 

www.rosettastone.com 

^b  Sierra  Trading  Post 
Call  1-800-713-4534 

^b  Steven  Sears  CPA/ Attorney 
Call  1-949-262-1100  or  visit 
www.searsatty.com 


^b  World  Wide  Business  Consultants 
Call  1-800-733-2191  or  visit 
www.corbettandkish.com 

Business  Services 

^b  Exelon  Corporation 

Visit  www.exeloncorp.com 

^b  Federal  Express 
Visit  www.fedex.com 

Consumer  Products/Services 

^b  BP  p.l.c. 

BP:  One  of  the  world's  biggest 
energy  companies. 
Visit  www.bp.com 

Insurance/Financial  Services 

^b  T.  Rowe  Price 

Call  1-877-259-0219  or  visit 

www.ira.troweprice.com 

^b  T.  Rowe  Price 

Balanced  Fund 

Call  1-877-259-0219  or  visit 

www.ira.troweprice.com 

^9  T.  Rowe  Price 

Blue  Chip  Growth  Fund 

Call  1-877-259-0219  or  visit 

www.ira.troweprice.com 

^b  T.  Rowe  Price 

Global  Stock  Fund 

Call  1-877-259-0219  or  visit 

www.ira.troweprice.com 


ONS 


We  a 

Managers 


THE  COMPANIES 
SELECTED  EXCEED 
THE  CRITERIA  BELOW 

Exceptional  Client 
References 

10+ Years  Experience 

No  Lawsuits  or 
Grievances 

Signed  Fiduciary  Oath 

Advanced 
Certifications  Held 

Comprehensive  Range 
of  Wealth  Management 
and  Financial  Planning 
Services  Offered 


Associated  Securities  Corp.* 

Bert  A.  Cooper,  Sherry  A.  Hardin  CFP®  EA,  Joshua  Cooper 

13350  North  94th  Dr.  Ste.  C 
Peoria,  AZ  85381 

866-583-6840  bcooper@afgweb.com 
Focused  on  wealth  and  legacy  planning, 
securities,  insurance,  tax  and  legal  estate 
planning  services. 

Securities  offered  through  Associated  Securities  Corp. 
(ASC),  member  FINRA/SIPC.  Advisory  services  through 
Associated  Planners  Investment  Advisory,  Inc.  (APIA),  a 
registered  investment  advisor. 

Jacob  Gold  &  Associates,  Inc. 

11130  North  Tatum  Blvd.  #1-101 

Phoenix,  AZ  85028 

602-494-0400  www.jacobgold.com 

Jacob  Gold  &  Associates,  Inc.  is  an 
award  winning  financial  boutique  firm  that 
provides  wealth  management  to  high  net 
worth  individuals  and  major  corporations. 

Danielson  Financial  Group 

Deborah  Danielson,  CFP®,  CFS,  MSFS 

3027  East  Warm  Springs  Rd.  Ste.  100 
Las  Vegas,  NV  89120  * 
702-734-7000 

www.danielsonfinancialgroup.com 

Danielson  Financial  Group,  since  1981; 
a  fee-based  financial  planning  firm  offer- 
ing a  professional,  comprehensive  client- 
focused  approach  to  wealth  management. 

Securities  Offered  Through  Linsco/Private  Ledger. 


Investment  Counsel  Company 

10000  West  Charleston  Blvd.  Ste.  280 
Las  Vegas,  NV  89135 
702-871-8510  www.iccnv.com 
The  Investment  Counsel  Company, 
Nevada's  first  and  largest  independent 
investment  consulting  firm,  provides  ef- 
fective guidance  to  affluent  families  and 
fiduciaries  valuing  the  highest  standard 
of  advice. 

Olympus  Financial  Advisors®* 

Michael  J.  Blake,  CLF,  President  &  CEO 

5040  East  Shea  Blvd.  Ste.  162 
Scottsdale,  AZ  85254 
480-607-6558 

www.olympusfinancialadvisors.com 

Olympus  Financial  Advisors  is  an  inde- 
pendent financial  services  firm  focusing 
on  estate  creation  and  distribution. 

Securities  and  advisory  services  offered  through  Ameritas 
Investment  Corp.  (AIC),  member  FINRA/SIPC.  AIC  and 
Olympus  Financial  Advisors  are  not  affiliated. 

Strategic  Financial  Planning 

3600  Rodeo  Ln.  B2 
Santa  Fe,  NM  87507 
505-820-1177 

A  fee  only  practice  focused  on  the  integra- 
tion of  investments  with  financial  planning, 
Strategic  Financial  Planning  uses  their 
broad  and  deep  knowledge  to  meet  their 
clients'  goals. 

East  West  Financial  Services* 

1475  Palma  Rd. 
Bullhead  City,  AZ  88442 
928-704-5500 

www.eastwestfinancialservicesinc.com 

East  West  Financial  Services  recently 
expanded  its  services  to  assist  residents 
of  the  Tri-State  Area  with  their  retirement 
needs. 


www.themostdependable.com    415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research  process  to 
evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria  above  for  each  of 
tSelected  for  the  second       tr)e  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make  no  specific  comparisons 
consecutive  year      between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not  affiliated  with  Forbes"  magazine. 


MARKETPLACE 


>king  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email   

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE 

www.macromark.com    J^J  3,01*0 772^ 

Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 
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\^  above  gold 

OVER  2,000 

ONE  OUNCE  GOLD  COINS 
IN  UNCIRCULATED  CONDITION 
NOW  AVAILABLE 


Liberty  Head  Gold  Double  Eagles  1877-1907 are  the  largest 
gold  coins  produced  for  circulation  by  the  U.S.  mint.  These 
coins  are  rich  in  history  and  artistic  beauty  and  offer  both 
enjoyment  and  investment  opportunity. 

Don  7  Miss  This  Opportunity.  Order  Now! 

Gold  was  up  23%  in  2006  and  has  doubled  over  the  last  5 
years.  Now  you  can  get  involved from  only  $30  above 
the  price  of  gold.  Your  satisfaction  is  assured  with  our 
30-day  money  back  guarantee. 


CHECK  OUT  OUR  OTHER  MONEY  SAVING  OFFERS  AT 
—  WWW.C01NOFFER.COM 


CALL 1-800-301-3868 

\\ cstniinster  Mint 
<>(.()  H»>.  Hill  •  Suite  42«  •  Minneapolis,  MN  55416 

OVER   1    MILLIQ  W  CO,Ns  SOLD  SINCE  MQ1 
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For 
Men 


PftoiotfS  firftntls  I  rove*  Around  The  Worfdf 
SierraTradingPost.com 

FREE  Catalog  800-71 3-4534 

Please  mention  key  code  FBI  27. 


For  Marketplace,  call  888-305-6830 , 


Forbes  marketplace 


LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 

Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 

Cash  offer:  $165,000 

78  year-old  male:  $1 ,200,000  policy 

Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 

Cash  offer:  $406,000 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 

•  Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

•  For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

•  How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


Date  of  birth  (MM/DD/YY) 


Age 


City  State 

Major  Illness  History:    □  Heart  Disease   D  Cancer   □  Diabetes   O  Stroke   □  Other 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


$ 


Coverage 


Zip 


Ad  Code:  FORBS  12/07 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement'  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors  Copyright  ©  1984-2007  lnsure.com,  Inc.  All  rights  reserved.  CA  agent  #0A13858, 
LA  agent  #200696,  MA  agent  #333509159.  Insure.com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712.  in  LA  under  agent  #205078.  Insure.com,  Inc.  DBA 
lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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For  Marketplace,  call  888-3G5-6830 


ROCK 
&  ROLL 
ISTORY 
OR  SALE! 

Rare  Memorabilia 
Released  to  the  Public 

Signed  art  including 
piapton,  Beatles,  Stones, 
eppelin,  Dylan,  Hendrix 
and  MORE! 

EE  CATALOG 
ALL  TODAY! 

» 1.877.601. ROCK 

^www.SignedRock.com 


R  aise 

Your  Own 
Venture 
Capital 

800-733-2191 

Worldwide 
Business  Consultants 
est.  1991 


MARKETPLACE 


We  help  our  clients  grow  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  I  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


11 


60-80% 

OFF  RETAIL 

: 


(800)640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 


Maximun  Privacy 
Tax  Savings 
Estate  Planning 
Global  Investments 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  Law 

949-262-1100  •  www.searsatty.com 


LARGEST  PRIVATE  9-11-2001 
MEMORABILIA  COLLECTION  IN 
THE  WORLD 

$300  Million  Negotiable 
CALL  616-299-2867 

Documentary  Rights  Included 

Never  Forget  September  11 ,  2001 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


ONE  OF  THE  BEST  BUSINESS 
OPPORTUNITIES  EVER  OFFERED 


Present  dealers  are  making  more 
money  in  one  month  than  most 
people  make  in  one  year,  &  you 
are  welcome  to  speak  to  them. 
Our  patented  product  has  zero 
competition,  in  this  billion  dollar 
industry.  Being  first  to  market  you 
can  expect  to  make  an  annual  high 
six  figures.  One-on-one  training, 
low  one-time  investment  of 
$12,900  usually  recovered  in  first 
30  days. Change  your  financial  life. 

Call  866-635-8455 


le 

UNSECURED  LOANS 


$1,000-  $100,000. 
No  collateral  required.  Same  day 
decision  nationwide. 
Any  personal  or  business  use. 
Easy  application  process. 
Start-ups  welcome. 

www.AmOne.com/Forbes 

1  -800-458-7695 
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MARKETPLACE 


THE  DUDE  RANCHERS'  ASSOCIATION 


WIND  WALKER  GUEST  RANCH 

Engage,  discover,  and  be  captivated  as 
you  venture  beyond  the  ordinary.  Cradled 
in  the  heart  of  Utah,  Wind  Walker  presents 
an  array  of  activities  catered  to  each 
individual.  Embody  a  rejuvenated  self  with 
sublime  opportunities  for  the  spirit  to  soar. 
Experience  a  ranch  vacation  for  the  physi- 
cal, emotional  and  spiritual  you. 
Spring  City,  UTAH 
888-606-9463 
www.windwalk8r.org 


WHITE  STALLION  RANCH 

Immerse  yourself  in  the  welcoming  atmosphere 
of  an  authentic  western  guest  ranch.  Since 
1965,  our  ranch  tradition  has  blended  the  ser- 
vice and  quality  of  a  fine  resort  with  true  ranch 
hospitality.  Amenities  include  an  extensive 
riding  program,  guided  hikes,  evening  entertain- 
ment, a  heated  pool,  fitness  center  with  sauna, 
recreation  room  and  a  full  bar. 
Tucson,  Arizona 
888-977-2624 
www.whitestallion.com 


TARRYALL  RIVER  RANCH 

Perfect  for  both,  adults  and  children!  With 
good  horses,  great  riding  and  superb  food, 
plus  fly-fishing,  heated  pool  and  hot  tub, 
and  Whitewater  rafting.  Located  in  the 
Rocky  Mountains  of  central  CO,  we  offer  an 
exceptional  children's  program,  and  exciting 
evening  activities.  Come  experience  the 
West  as  a  Family! 

Lake  George,  CO  •  800-408-8407 
email:  TarryallRR@aol.com 
www.tarryallriverranch.com 


KING  MOUN 


King  Mountain  Ranch  Resort  is  a  Dude/ 
Guest  Ranch  located  high  in  the  Colorado 
Rockies  completely  surrounded  by  the 
Arapaho  National  Forest.  Your  all-inclusive 
vacation  includes  horseback  riding,  fly 
fishing,  sport  shooting,  an  exceptional 
children's  program,  indoor  heated  pool, 
cookouts  and  evening  entertainment. 
Fine  cuisine  with  a  western  flair  is  art- 
fully prepared  by  our  resident  chef.  All 
activities  are  offered  in  a  casual  western 
setting  which  allows  your  family,  group,  or 
corporate  retreat  to  set  the  pace  of  your 
own  vacation.  At  KMR  you  can  stay  for  3-7 
days  -  your  choice! 
Granby,  Colorado 

Family  Sales  Office:  800-476-5464 
Corporate  Sales:  303-499-0805 
www.kingmountainranch.com 


RANCHO  DE  LA  OSA,  ARIZONA 

Located  65  miles  from  Tucson,  Rancho  De  La  Osa  is 
a  300  year  old  intimate  property  and  one  of  the  last 
great  haciendas  in  America.  Established  as  a  guest 
ranch  in  1923,  its  history  has  been  lovingly  preserved 
in  the  beautiful  buildings  that  rest  comfortably  in  the 
rolling  grasslands  of  the  high  Sonoran  Desert.  Whilst 
meal  times  are  focused  around  quality  food  and  wine, 
daytime  activities  include  horseback  riding,  hiking, 
biking,  swimming  and  bird  watching.  Suitable  for 
individuals,  couples,  families  and  groups,  the  ranch 
is  a  special  place  that  rejuvenates  the  spirit  and 
invigorates  the  soul. 

For  further  information  please  call 
1-800-872-6240 

or  visit  www.ranchodelaosa.com 


"Our  Uuclc  ranch  vocation  gave  us  a  chance  to  enjoy  doing  things  together  as  a  family  again.  We  are  already  looking  forward  to  next  year. 
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THOUGHTS 

On  the  Business  of  Life 


W'  ft 

ave  you  ever  heard  Dylan  Thomas'  recording  of  his  poem,  A  Child's  Christmas  in  Wales? 
If  not,  you  should.  I  know  nothing  which  so  movingly  evokes  the  spirit  of  this  season  and 
the  Day.  I  was  tempted  to  print  copious  extracts  as  forbes'  Christmas  editorial,  but 
resisted  because  so  much  more  of  the  words'  meaning  is  conveyed  by  the  voice  of  this  troubled,  inspired 
Welshman  who  died  tragically  young.  —MALCOLM  FORBES  ( 1 963) 


It  was  on  the  afternoon  of  the  Christmas 
Eve,  and  I  was  in  Mrs.  Prothero's  garden, 
waiting  for  cats,  with  her  son  Jim.  It  was 
snowing.  It  was  always  snowing  at 
Christmas.  December,  in  my  memory,  is 
white  as  Lapland,  though  there  were  no 
reindeers.  But  there  were  cats.  Patient, 
cold  and  callous,  our  hands  wrapped  in 
socks,  we  waited  to  snowball  the  cats. 
Sleek  and  long  as  jaguars  and  horrible- 
whiskered,  spitting  and  snarling,  they 
would  slink  and  sidle  over  the  white 
back-garden  walls,  and  the  lynx-eyed 
hunters,  Jim  and  I,  fur-capped  and 
moccasined  trappers  from  Hudson  Bay, 
off  Mumbles  Road,  would  hurl  our  deadly 
snowballs  at  the  green  of  their  eyes.  The 
wise  cats  never  appeared. 

—A  CHILD'S  CHRISTMAS  IN  WALES 


Dear  Lord,  I've  been  asked  to  thank 
Thee  for  the  Christmas  turkey  before  us, 
a  turkey  which  was  no  doubt  a  lively, 
intelligent  bird,  a  social  being  capable  of 
actual  affection.  Anyway,  it's  dead  and 
we're  gonna  eat  it. 

— BERKE  BREATHED 


Did  you  know  that  Christmas  Day  is 
absolutely  the  best  day  to  fly?  It  is.  No 
crowded  airports  and  crowded  planes.  I 
always  flew  to  Australia.  That's  what 
Christmas  was  for  me — a  plane  journey 
to  the  next  tournament. 

—MONICA  SELES 


A  For  Sale  sign  in  your  yard  during  the 
holidays  is  like  a  "kick  me"  sign.  You  are 
telling  buyers  you  are  a  distressed  seller. 

—RAY  BROWN 


Passover  and  Easter  are  the  only  Jewish 
and  Christian  holidays  that  move  in  sync, 
like  the  ice  skating  pairs  we  saw  during  the 
Winter  Olympics. 

—MARVIN  OLASKY 


Old  Year!  upon  the  Stage  of  Time 
You  stand  to  bow  your  last  adieu; 
A  moment,  and  the  prompter's  chime 
Will  ring  the  curtain  down  on  you. 

—ROBERT  W  SERVICE 


All  holidays  can  be  good  times. 

—JOHN  CLAYTON 


That's  what  the  holidays  are  for— for  one 
person  to  tell  the  stories  and  another  to 
dispute  them.  Isn't  that  the  Irish  way? 

—LARA  FLYNN  BOYLE 


Always  on  Christmas  night  there  was 
music.  An  uncle  played  the  fiddle,  a  cousin 
sang  "Cherry  Ripe,"  and  another  uncle 
sang  "Drake's  Drum."  It  was  very  warm  in 
the  little  house.  Auntie  Hannah,  who  had 
got  on  to  the  parsnip  wine,  sang  a  song 
about  Bleeding  Hearts  and  Death,  and 
then  another  in  which  she  said  her  heart 
was  like  a  Bird's  Nest;  and  then  everybody 
laughed  again;  and  then  I  went  to  bed. 
Looking  through  my  bedroom  window,  out 
into  the  moonlight  and  the  unending 
smoke-colored  snow,  I  could  see  the  lights 
in  the  windows  of  all  the  other  houses  on 
our  hill  and  hear  the  music  rising  from 
them  up  the  long  steady  falling  night.  I 
turned  the  gas  down,  I  got  into  bed.  I  said 
some  words  to  the  close  and  holy  darkness, 
and  then  I  slept. 

—A  CHILD'S  CHRISTMAS  IN  WALES 


A  Text ...  

For  God  so  loved  the  world,  that  he 
gave  his  only  begotten  Son. 

—JOHN  3:16 

Sent  in  by  L.W.  Amos,  Shalimar,  Fla. 
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Think  About  It 


NEW  TECHNOLOGIES 
CONFIRM:  THE  BEST 
WAY  TO  AVOID  AN 
ACCIDENT  IS  TO 
AVOID  AN  ACCIDENT. 

Its  heading  toward  you  at  60  miles  an  hour. 
A  squarish  round  wet  dry  grey  yellow  thing. 

Bingo,  you  swerve— throwing  the  car  totally 
out  of  control.  Or  not. 

At  Hyundai,  we're  on  the  side  of  "not." 

As  the  name  suggests,  control  is  the  point 
of  Electronic  Stability  Control.1  And  our 
Hyundai  Sonata — unlike  many  of  its  high-profile 
competitors— includes  ESC  as  standard  equipment 
If  you  have  ESC,  your  risk  of  a  fatal  crash 
decreases  by  as  much  as  43  percent,  according 
to  the  Insurance  Institute  for  Highway  Saf- 
>  CONTINUED  at  ThinkAboutIt.com 
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